LEGISLATION TO RELIEVE UNEMP 


HEARINGS 


COMMITTEE ON BANKING AND CURRENCY 
HOUSE OF REPRESENTATIVES 
EIGHTY-FIFTH CONGRESS 


COMMUNITY FACILITIES, AREA REDEVELOPMENT, AND 
SMALL-BUSINESS FINANCING BILLS 


APRIL 14, 15, 16, 17, 18, 21, 22, 23, 25, 28, 29, 30, MAY 1, 2, 5, 6, 
7, 8, 9, 18, 14, 15, 16, 19, 20, 21, AND 22, 1958 


Printed for the use of the Committee on Banking and Currency 


os 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
WASHINGTON : 1958 








COMMITTEE ON BANKING AND CURRENCY 
BRENT SPENCE, Kentucky, Chairman 


PAUL BROWN, Georgia 

WRIGHT PATMAN, Texas 
ALBERT RAINS, Alabama 
ABRAHAM J. MULTER, New York 
HUGH J. ADDONIZIO, New Jersey 
WILLIAM A. BARRETT, Pennsylvania 
LEONOR K. SULLIVAN, Missouri 
HENRY S. REUSS, Wisconsin 
MARTHA W. GRIFFITHS, Michigan 
THOMAS L. ASHLEY, Ohio 
CHARLES A. VANIK, Ohio 

JAMES C. HEALEY, New York 

J. T. RUTHERFORD, Texas 
MERWIN COAD, Iowa 

LEROY H. ANDERSON, Montana 

J. FLOYD BREEDING, Kansas 


HENRY O. TALLE, Iowa 

CLARENCE E. KILBURN, New York 
GORDON L. McDONOUGH, California 
WILLIAM B. WIDNALL, New Jersey 
JACKSON E. BETTS, Ohio 

WALTER M. MUMMA, Pennsylvania 
WILLIAM E. McVEY, Illinois 

EDGAR W. HIESTAND, California 
PERKINS BASS, New Hampshire 
HORACE SEELY-BROWN, Jr., Connecticut 
EUGENE SILER, Kentucky 

JOHN E. HENDERSON, Ohio 

CHARLES E. CHAMBERLAIN, Michigan 


RogBertT L. CARDON, Clerk and General Counsel 
JOHN E. BARRIERE, Majority Staff Member 
ORMAN S. FINK, Minority Staff Member 


ROBERT R. 


il 


POSTON, Counsel 


— 


vsi’cO BY THt 
UNITED STASES OF AMERICA 


CONTENTS 





Statement of— 
Bailey, Hon. Cleveland M., a Representative in Congress from the Page 


TG LAtTICL, OF WONG. V iid g csttnanndkd kn dweumnths +anmece 1117 
Bartlett, Hon. E. os a Delegate in Congress from the Territory of 

Al: ska iO A EE EIA SE 1132 
Barkin, Solomon, research director, ‘Textile Workers Union of America- 800 
Barnes, Wendell B., Administrator, Small Business Administration _- 977 
Blair, Hon. James T., Jr., Governor, State of Missouri_--_____- ak 397 
Blier, Bernard B., Scranton, Wiss ies caccsiah = tenaifies <email 113 
Burger, George J., vice sropte nt, National Federation of Inde ~pendent 

Business. - ‘ibis 775 


Byrd, Hon. Robert C., a “Re :pres sentative in - Congress from the Sixth 


District of West TE. « = NE a acauh acdteett CREO 
Chandler, Hon. Albert B., Governor, “State of ‘Kentucky-- a iiatas. aie . 38 
Clement, Hon. Frank G., Governoc, ‘State of Tennessee__- cet 203 
Coffin, Hon. Frank M., a Representative in Congress from the Second 

Tg all RES Selo te) Ai apn ie ltl & ieee 935 
Cole, Hon. Albert M., Administrator, ~ Housing and Home Finance 

Agency; accompanied by Richard Steiner, Urban Renewal Commis- 

sioner; and John C. Hazeltine, Community Facilities Commissioner. 941 
D’Alesandro, Hon. Thomas, Jr., mayor, Baltimore, Md__________. 1097 
Diggs, Hon. Charles C., Jr., a Re presentative in C ongress from the 

13th District of Michigan Sh al aa a all ao 773 
Dilworth, Hon. Richardson, mayor r of Philade Iphia, 4 ee rarne 

the Ame ‘rican Municipal Association. ....__.-_____- e 732 

Additional statement on behalf of the city of Philade Aphis Se 
Dwyer, Hon. Florence P., a Representative in Congress from the 

ECUs RINE TROUT CUI ron aon cee ecteesrete ncsieno able cau¥benuntas 1164 
Edelman, John W., Washington re prese ntative, T extile Workers 

iatent Of RROMEAR oc nr : 912 
Engle, Hon. Clair, a Represent ative in C ongress from the Se cond Dis- 

trict of California_ — _- Sl 1133 
Fenton, Hon. Ivor D., a ~ Represents itive in C ongress from the 12th 

District, of Pennsylvania. .................... » = teeth eps od 933 
Fernés-Isern, Hon. A., Resident Commissioner, Commonwealth of 

Puerto Rico : 1136 
Flood, Hon. Daniel J., a Re »prese ntative in Congress from the State of 

Pennsylv: ania ; n_ieteuas 2lee 
Fe Hon. Foster, Governor, State of Massachusetts. - 153 
Gray, Hon. Kenneth ¥ , a Representative in Congress from the 25th 

District of Illinois ae 1150 
Hale, Hon. Robert, a Re _pres sentative in C ongress ‘from the First Dis- 

trict ROR, SU MREI: s r0, & tees dace. eve iste ae mannan oe Oo cs ca eo Ee eee a pton 1153 
Harriman, Hon. Averell, Governor, State of New York 239 
Kennedy, Thomas, vice president, United Mine Workers of America__ 564 
Knight, Hon. Goodwin J., Gove ‘nor, State of California- ; 351 
Leader, Hon. George, Governor, State of Pennsylvania_ - _- 79 
Lightner, Milton C., representing the National Association of Manu- 

facturers _ manga a aia 629 
McDonald, David J., president, United Steelworkers of America, ac- 

companied by Arthur J. Goldberg, general counsel; and Marvin 

Miller, research director bs ns : ae 399 
McDonnell, William A., president, Chamber of Commerce of the 

United States ; a oe ; ; 665 
Miriani, Hon. Louis C., mayor of Detroit, Mich., representing the 

American Municipal Association ann ees - 748 


IIt 








IV 


CONTENTS 


Statement of—Continued wa ® 


Mitchell, Hon. James P., Secretary of Labor; accompanied by Hon. 
Arness Joy Wickens, Deputy Assistant Secretary of Labor______- 
Morgan, Hon. Thomas E., a Representative in Congress from the 26th 
District of Pennsylvania___..............-_-- — c 
Multer, Hon. Abraham J., a Re presentative in C ongre ss from the 1 3th 
one GE DNGW NOUR. cater ee fei occ conn cn canwcecnencee 
Neal, Alfred C., president, Committee for Economic Development, 
presented by Herbert Stein, director of research; and Robert Ryan, 
director, area development division________-_- 
Nicholson, Hon. W. F., mayor, Denver, Colo., and member of le .is- 
lative committee, United States Conference on Mayors________--- 
Newsom, Herschel D., master, National Grange; ee by 
Gordon K. Zimmerman, director of research______..___________- 
Pampel, August, Stonington, Conn., Textile Workers U nion of 
America... -_---~-- ae 
Patman, Hon. Wright, aR epresent ative in Congress from the First 
District of Texas _ : ae 
Patton, James G., president, National Farmers Union; accompanied 
DY J. A. age director of legislative services_ 
Perkins, Hon. Carl, a Representative in Congress from the Seventh 
District of Kencecky eee el 
Price, Hon. Melvin, a Represent 1tive in Congress from the 24th Dis- 
oe Ueiiniak oe nino 
Reuther, Walter P., president, United Auto Workers; accompanie d by 
Samuel Jacobs, Washington representative___.____._._......------ 
Roberts, Hon. Dennis J., Governor, State of Rhode Island_________- 
Rosellini, Hon. Albert D., Governor, State of Washington _- eae = 
Schnitzler, William F., secretary-treasurer, AFL-CIO; accompanied 
by Andrew J. Biemiller, director, department of legislation; and 
Pe NE, MINER ne latent a nea ewane eee m 
Shuman, Charles B., president, American Farm Bureau Federation; 
accompanied by John C. Lynn, legislative director mS 
Sonne, H. Christian, chairman, board of directors, Nation: 1 P lanning 
Association; accompanied by Dr. Gerhard Coln, chief economist_- 
Stratton, Hon. William G., Governor, State of Illinois___--.---- Sc 
Truman, Hon. Harry 8., former President of the United States___--_- 
Tucker, Hon. Raymond R., mayor of St. Louis, Mo., representing the 
American Municipal Association. Re ee ee a ee 
Underwood, Hon. Cecil H., Gov ernor, ‘State of West Virginia, accom- 
panied by Henry L. Ash, director of unemployment security ------ 
Van Zandt, Hon. James E., a Representative in Congress from the 
te REE On SURV Soe cece tebe ee eeunarcanaus 
Wagner, Hon. Robert F., mayor, New York City, and president, 
United States Conference of Mayors_........----------.------. 
Ware, Clyde, Gadsden, Ala., Textile Workers Union of America_---- 
Weeks, Hon. Sinclair, Secretary of Commerce; accompanied by 
Frederick Meuller, Assistant Secretary; J. Allen Overton, Jr., 
Deputy General Counsel; and M. J. Meehan, Director, Office of 
Business Economics, Department of Commerce. _....-.--------- 
Whitehouse, Albert, director, industrial union department, AFL- 
CIO; accompanied by E verett Kassalow, director of researc alee 
Williams, Hon. G. Mennen, Governor, State of PRLOnigen oc e conn 


Additional data submitted for the record by— 


Addonizio, Hon. Hugh J.: 
The Consumer and Business, editorial of May 6, 1958, New York 
Te cats ace nicen is oon wo ew eS me ee 
American Farm Bureau Federation: 
acne aaa nee eee 
Current Farm Bureau policies__.......--------- Stacie nena 
Table 1.—Gross income, production costs, and “net income, 
United States agriculture, 1952—-57__..__......---------.-.- 
Table 2.—Breakdown of food marketing bill. _......_.....----- 
American Municipal Association: 
et or te WORKS TOC... 5 eee noe ene 
Redevelopment— Detroit City Plan Commission, February 1958- 


Page 
1211 


931 
1139 


439 
1100 
611 
921 
1155 
1017 
1130 
1135 
489 
396 
319 
701 
1063 
583 
359 
1 
741 
119 
1123 


1093 
913 


724 


1079 
1069 


1076 
1077 


age 
211 


31 


139 


Ol 
63 


83 
59 


93 


24 


79 
69 


76 
77 


56 


DD 


CONTENTS Vv 


Additional data submitted for the record by—Continued 
Anderson, Hon. LeRoy: Page 
Unemployment rate, new definitions, adjusted for seasonality - - - 556 
Ashley, Hon. Thomas L.: 
Unemployment rates—New definitions, adjusted for seasonality 
(U. 8. Department of Commerce, Bureau of the Census, 
Peprukey. JUG) 5 225 nck sivcu mens 7p ld as 27 
Unemployment rates—New definitions, original series, not 
adjusted for seasonality (Current Population Survey, Bureau 


of the Census; Repruary 1OGGy bo So. co Jon ce Sees on. 28 
Chamber of Commerce of the United States: 
Statewide privately financed development credit corporations - - - 676 
Chandler, Hon. Albert B., Governor, State of Kentucky: 
Kentucky employment statistics, February 1958 J ena 54 
Estimated employment in Kentucky’s nonagricultural 
industries, Fepruary 19568.............4. Liaedekeseda 55 
Kentucky Senate bill No. 315 5, 1 158—An act re lating to economic 
GEE, ob ciwacadawewnie ii Ue tae See echas 73 
Notes on H. R. 10345 (Mr. Patman)- ‘i Bit eden tee 63 
Notes on 8. 3497 (Senator Fulbright) ; H.R. 11474 (Mr. aeons 
H. R. 11272 (Mr. Rains) - - nas 64 
Notes on 8. 964 (Senator Douglas) sand H. R. 6215 (Mr. Spence) - 65 
Program activities, February 1958_..------- tht Sas e 47 
Employment security program - - -- Sohce ke Peek Bea e 47 
Public assistance program --__------ Pewee ani a 51 
Children’s services program__.......-.------ foitGacewas 53 
General assistance - - - a * 54 
Statistical Journal of Economic See urity in Kentue ky- ; ee 39 
Analysis of insured workers claiming une mployn ment in- 
surance in Webraary T0083 ooo ssn Ul oo Sos toon a 39 
Insured unemployed workers living i in Kentue MOUs Aackuss 40 
Rate of insured wnemploymients. ..4065.0- 124 Sab s.45..5-6 42 
Unemployed workers from Kentue ky industries _____--- iG 44 
Unemployment rate for Kentucky industries____--.-------- 45 
Covered employment in Kentucky industries_____-.-..---- 46 


Committee for Economie Development: 
Scorecard in three recessions, 1948-49, 1953-54, and 1957-58 


(charts) (April 1958)__-_-. haw - aor 
Index of Federal Reserve Board’s index of industrial produc- 
tion (1947-49= 100) _____-- 468 


Index of gross national product season lly y adjus sted. qui arte rly 


totaal at envied rAbeRe 0 2 erate cece 469 
Index of wage and salary workers in nonagricultural estab- 
lishments, seasonally adjusted monthly data_._......--- 470 
Unemployment as a percent of labor force_......_-------- 471 
Index of personal income.........-.--- ; hE cus 472 
Index of real retail sales ; sas ae fee. 473 
Consumer Price Index, monthly data__. ‘ snd 474 
Changes in business inventories, quarterly totals at annual 
ratel, BeRSORRRY BAIGHOG. «2 2UE LK oak ee wd SoA Seen 475 
Index of plant and equipment expe enditures__.._..---- conte. ae 
New private nonfarm housing starts - - - - ~~ Te hina 477 
Net new orders in manufacturing__- ---- eaters ied 478 
Federal expenditures_ i Ph aie 479 
Long-term United States Government bonds 480 
Treasury bills, rate on new issues, index of monthly data_- 181 
SPNGE TOF UNE CONTE oa 5 2c 20nd sees ceenedeudes 482 
Department of Commerce: 
Answers to questions submitted by Hon. Merwin Coad__-_--. 1206 
Answers to questions submitted by Hon. J. Floyd Breeding .. 1209 
Department of Labor: 
Answers to questions submitted by Hon. Merwin Coad__- 3 = 39 
Effect of changes in interest rates on the Consumer P rice Index. 1226-42 
Tentative list of areas that may qualify for Federal assistance as 
areas with substantial and persistent unemployment under 
various legislative proposals 1221-22 








VI CONTENTS 


Additional data submitted for the record by—Continued 
Furecolo, Hon. Foster, Governor, State of Massachusetts: 
Average percent of unemployment in four major textile towns_ _ 
Economic Recovery in Lawrence, editorial from Industry, 
July 1956 ; 
Fifth Annual Report, Massachusetts Business Development 
Corp 
Housing and Home Finance Agency: 
Letter of May 29, 1958, to Hon. Horace Seely-Brown, Jr pide. 
Program of advances for public works planning status as of 
April 30, 1958 
Public facility loan programs: 
Applications received—March 19, 1958, through May 
14, 1958_ 
Approvals— March 19, 1958, through May 14, 1958 
MeVey, Hon. William E.: 
Principal policy actions of Federal Reserve System, mid-October 
1957 to mid-April 1958_ 
Multer, Hon. Abraham J.: 
Smaller Business Association of New England—1958 proposals 
for congressional action ¥ 
Figure 1.—Number of small businesses compared to total 
of all businesses ; 
Figure 2.— Number of employees in small and large business__- 
Figure 3.—Payrolls 
Figure 4.—Insured unemployment 
Figure 5.—Distress areas 
Figure 6.—New and used equipment- 
Figure 7.—Depreciation 
Figure 8.—Plowback of retained earnings 
Figure 9.—Job creation by small business 
Figure 10.—Capital bank 
Mumma, Hon. Walter M.: 
Veto message of April 15, 1958, to the Senate of the United States_ 
National Association of Manufacturers: 
A concurrent resolution relating to the business climate of the 
State of South Carolina 
Business climate resolution, Legislature of the State of New York 
California Legislature, 1957—Assembly Concurrent Resolution 
No. 26 
Legislature of the State of Tennessee: 
Senate Joint Resolution No. 66 
Senate Joint Resolution No. 13 
Memorandum on wage-price-profit relations 
tesolution—General Assembly of the State of Georgia (5S. R. No. 
84, Act No. 9) : 
Senate Joint Resolution No. 12—Resolution adopted by the 
General Assembly of Virginia, 1958 
National Farmers Union: 
Depressed areas programs 
Kenfield, Leonard, Montana Farmers Union, statement 
Shipman, Richard, statement 
Fiscal policy implications of the current economic outlook 
Legislative approaches to family farm income improvement 
Rehabilitation of depressed rural areas 
Strengthen America’s family farms 
National Federation of Independent Business: 
Averages covering SBA loan applications in area covered by six 
regional offices 
Letter of April 25, 1958, to Edward F. Etzel, president, North 
Haven Lumber Co., North Haven, Conn eve 
Letter to the editor, from Edward F. Etzel, entitled “SBA 
Doesn’t Help” 
Letter of May 8, 1958, from Wendell B. Barnes, Administrator, 
Smal! Business Administration, to Edward F. Etzel 


958 


959 


419 


179 


180 
181 
182 
183 
184 
185 
186 
187 
188 
L89 


5300 


641 


643 
642 


644 
644 


~ 


652 
640 
640 


1042 
1047 
1046 
1050 
1048 
1022 
1033 


—_—————————~_—_—_— 


age 
163 


176 


973 


Jo4 


058 
959 


183 


L185 
186 
187 
188 
L&9 


00) 


i 





CONTENTS 


Additional data submitted for the record by—Continued 


National Federation of Independent Business—Continued 
Letter of April 14, 1958, to Hon. William McC. Martin, Chairman, 
Federal Reserve Board ash MoS 
Martin, Hon. William McC., Jr., letter of April 16, 1958, to 
George J. Burger eS 
“Reserve Board Says Sm: all Business Agency, Banks Fail to 
Aid Growth,” article from Wall Street Journal, 5208 14, 
1958, entitled : Lit 
Letter of April 17, 1958, to the editor, Wall Street Journal_ 
“Topsy-Turvy Business,’ editorial from Wall Street Journal 
of April 17, 1958, entitled 
Recapitulation ‘of surveys Jo. oie ek dc ni Se enc eee 
Statement before Committee on Ways and Means, House of 
Representatives, January 1958, on Tax Relief for Small Business_ 
National Planning Association: 
Joint statement on the cost of unemployment ol eaeawin 
Joint statement on priorities in tax reduction as an antirecession 
measure _ _ - - 
Officers and board of trustees 
Statement on depressed areas 
Patman, Hon. Wright: 
Excerpt from message from the President of the United oe 
May 5, 1950 a” ; ie 
Excerpts from Preside nt Truman’s ‘spee ch at Che syenne, W yo., on 
May 9, 1950 : coals TTA en eee BA ri Tt oa 
Excerpts from President Truman’s speech at Cumberland, Md., 
on May 16, 1950 
Small Business Administration: 
Comments on adequacy of facilities for financing small business 
Comparison (as of May 7, 1958) of prinicpal pending House bills 
providing expanded financial assistance programs for the 
benefit of small business 
Employment authorized through June 30, 1958, and estimated 
increase for SBIA activities 
Sectional analysis of Small Business Capital Act of 1958, H. R. 
12057 (Mr. Talle) 
Spence, Hon. Brent (chairman): , 
Aims at Expanded Economy, excerpt from New York Times, 
February 15, 1950 
Poor Memory Perhaps Is Tricking Truman, article by Arthur 
Krock from the New York Times, April 15, 1958 
Krock, Arthur, letter of April 17, 1958, to Hon. ae _ Spe nce 
Krock, Arthur, letter of aoe 17, 1958, to Hon. Harry 8. Truman 
Truman, Hon. Harry §., letter of April 16, 1958, to Hon. Brent 
Spence 
Truman, Hon. Harry S., letter of April 16, 1958, to Arthur Krock, 
Washington Bureau, New York Times 
Stratton, Hon. William G., Governor, State of Illinois: 
Appropriations for the 70th biennium, fiscal 1958-59, passed by 
regular session, 70th General Assembly 
Expenditures for the 68th biennium, all funds, fiseal 1954-55 
Expenditures for the 69th biennium, all funds, fiseal 1956-57 
Revenue sources of State funds, 68th biennium, fiseal 1954-55 
Revenue sources of State funds, 69th biennium, fiscal 1956-57 
Revenue sources of State funds as estimated for the 70th bien- 
nium, fiseal 1958-59 
Talle, Hon. Henry O.: 
Senate Report 1494, to accompany S. 3683, 85th Congress, 2d 
session— Minority views 
Labor force and unemployment in areas of substantial labor 
surplus 
Textile Workers Union of America: 
Area redevelopment fact sheets: 
No. 1—Pennsylvania 
Table I.—Usual labor-supply classification of areas of 


substantial labor surplus in Pennsylvania, 1953-57 --- 


VII 


Page 
782 


784 
783 
784 


785 


dé 


595 
598 
607 
590 


983 
1012 


980 


118 


367 
365 
ane 
366 
364 


365 


366 


914 


915 


829 


834 








VIII CONTENTS 


Additional data submitted for the record by—Continued 

Textile Workers Union of America—Continued 

Area redevelopment fact sheets—Continued 
ennsylvania—Continued 

Table IIl.—Number unemployed and percent of civilian 
labor force unemployed in Pennsylvania, 1953 oes 
by substantial labor-surplus area - stank Seuss ari 

Table II1J.—Average wee *kly number of continued unem- 
ployment-compensation claims, and claims volumes 
as a percentage of unemployment compensation 
covered labor force, in areas of substantial labor 
surplus in Pennsylvania, 1953-56 ; 

Table IV.—Unemployment compensation benefits and 
public assistance payments in areas of substantial 
labor surplus in Pennsylvania, 1953-56 

Table V.—Number of claimants who exhausted their 
unemployment benefits in areas of substantial labor 
surplus in Pennsylvania, 1953-56 . 

Table VI.—Annual average number of recipients of 
public assistance and their percentage of population 
in areas of substantial labor surplus in Pennsylvania, 
1953-56 _ ; : states 

Table VII.—Employment in selected Pennsylvania in- 
dustries, 1947—56 : 

Table VIII.—Nonagricultural employment in areas of 
substantial labor surplus, 1953-57 - 

No. 2.—Kentucky = ia 

Table I.—Usual labor supply classification of areas of 
substantial labor surplus in Kentucky, 1953-57 

Table I1.—Number unemployed and percent of civilian 
labor force unemployed in Kentucky, 1954-57, by 
substantial labor-surplus area 

Table ITI.—Average weekly number of continued unem- 
ployment-compensation claims, and claims volume as 
a percentage of unemployment compensation covered 
labor force, in areas of substantial labor surplus in 
Kentucky, 1954-57 

Table IV.—Unemployment-compensation ‘benefits and 
public-assistance payments in areas of substantial 
labor surplus in Kentucky, 1955-57 

Table V.—Annual average number of recipients of public 
assistance and their percentage of population in areas 
of substantial labor surplus in Kentucky, fiscal 
1953-57 

Table VI.—Number of claimants who exhausted their 
unemployment-compensation benefits in areas of 
substantial labor surplus in Kentucky, 1954-57 

Table VII.—Estimated population and net migration 
from April 1, 1950, to June 30, 1955, in substantial 
labor-surplus areas in Kentucky 

Table VITI.—Annual average coal mining employment in 
Kentucky, 1948—57 ; 

Table IX.—Net value of military supply procurement 
actions of $25,000 or more in areas of substantial labor 
surplus in Kentucky, by fiscal year, 1954—-57_- 

Table X.—Nonagricultural employment in areas of 
substantial labor surplus, in Kentucky, 1953-57 

No. 3.—Kentucky: Very small labor market and rural areas 

Table I.—Population, nonagricultural employment and 
per capita income in 60 low-income rural counties, 
Kentucky, 1955 

Table I1.—Level of living, value of products sold, and 
low-production farms in 60 low-income rural countries, 
Kentucky, 1954_- 

Table III.—Classification of 60 low-income rural counties 
in Kentucky among lists of United States counties 
with lowest level of living, highest percentage of low- 
production farms, and both, 1954 





Page 
834 


836 
837 


837 
837 


843 


846 


847 
$47 





Page 


834 


835 


835 


836 


336 


337 


337 
337 


43 


43 


16 


16 





CONTENTS 


Additional data submitted for the record by—Continued 
Textile Workers Union of America—Continued 
Area redevelopment fact sheets—Continued 

No. 4.—Measures of distress: Unemployment and underem- 
a NOOR. i oh ne 6 ow a ee ce er en 
Table 1.—Nonagriculturs il wage and salary employment 

in the major labor market areas of the United States, 
PEGUOER IO ior w «6 ote ee 6 SRE os ce eae 
Table II.—Smaller labor market areas in selected States_ 
Table III.—Very small labor markets in selected States_ 
Table IJJ—~A.—Very small areas of substantial labor 
surplus certified by local public employment offices 
under amendment No. 1 to defense manpower policy 
No. 4, September 1955—April 7, 1958_........------ 
Table 1V.—Percentage of civilian labor force unem- 
ployed in 1950, in medium or high income counties 
with high unemployment, among counties excluded 
from official labor market areas in 1957_.---------- 
Table V.—Distribution of low-income counties having a 
labor force of less than 15,000 civilians in 1950, by 


State and percent unemployed--._-......------ ees 
No. <7 CUMIN os ne cnWiiackdbe enabeuenbeuaue 
No. -U ie cenenene in chronically distressed communi- 


ty ; ies te ice its Ye rar gle oh nbs ail ate vn dite ab eh ohne Sarasa ae 
Table I. Unemployment and unemployment rate, 
selected areas = a labor surplus, January 
1968— Dieter BeONOi iiss ie oe cis ek cetaceans 
Table II.—Une alerts nt and une mployment rate, 
selected areas of substantial labor surplus, January 
OGG —-SaRATiO? SIGNS on ce cawick eee thas cscsnsunnn 
NG: 3S IOW GOMOT. gece ceil i/es tu eatadwecbeusewas 
Table I.—Usual labor ‘supply classification of areas of 
substantial labor surplus in New Jersey, 1953—57-__-- 
Table I1.—Number unemployed and pe reent of civilian 
labor force unemployed in New Jersey, 1953-57, by 
substantial labor-surplus area. ..................-. 
Table I1].—Average weekly number of continued un- 
employment compensation claims, and claims volumes 
as a percentage of unemployment compensation 
covered labor force, in areas of substantial labor 
surplus in New Jersey, 1953-57____........---.--- 
Table IV.—Unemployment compensation benefits in 
areas of substantial labor surplus in New Jersey, 
1953-57. i ih Spe pg es el cee ok ad pee cha ies oh bea 
Table V.—Number of claimants who exhausted their 
unemployment compensation benefits in areas of 
substantial labor surplus in New Jersey, 1953—57_-_-- 
No. 8.—Arkansas us aici nia 
Table I.—Level of livi ing, value of products sold, ‘and low 
production farms in 66 low-income rural counties, 
Arkansas, 1954 ; Pd as ei cee Stat ree 
Table Il.—Population, non: igricultural employment, 
and per capita income in 66 low-income rural ey 
Arkansas, 1957 (Witte Eben d Serna 
Table III.—Classification of 66 low-income rural 
counties in Arkansas among lists of United States 
counties with lowest level of living, highest percentage 
of low-production farms, and both, 1954______------ 
No. 9.—Virginia urban labor market areas_________.--_--- 
Table I.—-Usual labor supply classification of areas of 
substantial labor surplus in Virginia, 1953-57------ 
Table IIl.—Number of unemployed and percent of 
civilian labor force unemployed in Virginia, 1954-57, 
by substantial labor-surplus area. -_.....--...------ 


Page 
855 


859 
862 
862 


864 
865 
865 
867 
868 
869 
870 


872 


872 


873 


873 


87: 
874 


879 


880 


881 
882 


885 


885 








x CONTENTS 


Additional data submitted for the record by—Continued 
Textile Workers Union of America—Continued 
Area redevelopment fact sheets—Continued 
No. 9.—Virginia urban labor market area—Continued 

Table IJ1I.—Average weekly number of continued unem- 
ployment compensation claims, and claims volumes 
as a percentage of unemployment compensation 
covered labor force, in areas of substantial labor 
surplus in Virginia 1954-57 

Table [V.—Unemployment compens: ition benefits and 
public assistance payments in areas of substantial 
labor surplus in Virginia, 1954-57 

Table V.—Annual average number of recipients of 
public assistance and their percentage of population 
in areas of substantial labor surplus in Virginia, 
1953-57 _ - 

Table VI.—Number of claimants who exhausted their 
unemployment compensation benefits in areas of 
substantial labor surplus in Virginia, 1953-57 

Table VII.—Estimated population and net change sare 
1950 to 1957 in substantial labor surplus areas in 
Virginia 

Table VIII.—Employment in selected Virginia indus- 
tries, 1947-57 

Table IX.—Net value of military supply een 
actions of $25,000 or more in labor-surplus are: 
Virginia, 1953-—June 1957 

Table X.—Degree to which total manufacturing ship- 
ments were accounted for by the largest two com- 
panies, by county, Virginia, 1954 

Table XI.— Manufacturing plants established, 1953-57, 
and operating in 1958, employment in early 1958, by 
substantial labor surplus area, Virginia 

No. 11.—Ohio 

1.ble I.—Population, nonagricultural employment and 
per capita income in four low-income rural counties 
in Ohio 

Table II.—Level of living, value of products sold, and 
low-production farms in four low-income rural coun- 
ties, Ohio, 1954 

No, 11.—Virginia: Very small labor market and rural areas 

Table I.—Population, nonagricultural employment and 
per capita income in 49 low-income rural counties, 
Virginia 

Table II.—Level of living, value of products sold, and 
low-production farms in 49 low-income rural coun- 
ties, Virginia, 1954 

Table III.—Classification of 49 low-income rural coun- 
ties in Virginia among list of United States counties 
with lowest level of living, highest percentage of low- 
production farms, and both, 1954 

No. 12.—Indiana 

Table I.—Population, nonagricultural employment and 
per capita income in six low-income rural counties, 
Indiana 

Table I1.—Level of living, value of products sold, and 
low-production farms in six low-income rural coun- 
ties, Indiana, 1954 

No. 13.—Tennessee 
Table I.—Usual labor-supply classification of areas in 
substantial labor surplus in Tennessee, 1953-57 

Table I1.—Number unemployed and percent of civilian 

labor force unemployed in Tennessee, 1954-57, by 

substantial labor-surplus areas 


Table III.—Unemployment-compensation benefits in 
areas of substantial labor surplus in Tennessee, 
1954-57 


Page 
S86 


S86 


S87 


SS 


887 


888 


888 


R88 


889 
889 


R92 
892 


R96 


897 


SYS 
SUS 


90 | 


901 


901 


906 


YOO 


906 


a a TET TREN ET 


CONTENTS xI 


Additional data submitted for the record by—Continued 
Textile Workers Union of America—Continued 
Area redevelopment fact sheets—Continued 
No. 13.—Tennessee—Continued 
Table IV.—Annual average number of recipients of pub- 
lic assistance and their percentage of population in 


areas of substantial labor surplus in Tennessee, Page 

age 1953-57 ae% Pett zalth a 906 
S86 Table V.—Population, nonagricultural employment, and 
per capita income in 71 low-income rural counties, 

Tennessee, 1956 £6358 907 
$86 Table VI.—Level of living, value of products sold, and 
low-production farms in 71 low-income rural coun- 

ties, Tennessee, 1954 908 
Table VII.—Classification of 71 low-income rural coun- 
387 ties in Tennessee among lists of United States counties 
' with lowest levels of living, highest percentage of low- 

' income farms, and both, 1954- ; 909 
S7 | Letter of May 5, 1958, to Senator Harry F. Byrd and Senator 
j A. Willis Robertson, from Textile Workers Union Local No. 

i 1423, Winchester, Va 928 
34 Statement on minority views expressed on 8. 3683, Area Redevel- 

opment Act 827 
55 Table I.—Labor market areas which would have qualified for 
: Federal assistance if Douglas-Payne bill had been in existence 

since July 1953 . J ‘ 5 ‘ ele ‘ $23 
55 : Table I-A.—Labor market areas eligible for aid under Douglas- 
i Payne bill as of March 1958 and suffering from continuous 


distress from date first classified as labor surplus, January 

55 1952—March 1958 . 823 

Table I-B.—Labor market areas eligible for aid under Douglas- 
Payne bill as of March 1958 but not suffering from continuous 

so distress from date first classified as labor surplus, January 

so : 1952—March 1958 i. 86° 

Table I-C.—Labor market areas eligible for aid under Douglas- 

: Payne bill during some time since July 1953 but not as of Mareh 

2 : 1958 825 

Table II.—Labor market areas classified as substantial labor 
surplus for 6 months or more since January 1952, by cumulative 


2 | number of months classified, as of March 1958 : : 826 
2 i Table III.—Distribution of low-income counties having a labor 
force of less than 15,000 civilians in 1950, by State and percent 

: unemployed 826 

0 Underwood, Hon. Cecil H., Governor, State of West Virginia: 

Benefit payments for unemployment compensation, 1953-58 

= : (chart) facing p. 148 
‘ Claimants exhausting unemployment compensation benefits, by 

month, 1953-58 (chart) . facing p. 148 

Claims filed by month, 1953-58 (chart) facing p. 148 
i Depart ment of Banking, State of West Virginia, Donald L. Taylor, 
commissioner, letter of April 28, 1958, to Governor Under- 
wood (analyzing bills H. R. 10485, H. R. 10453, and H. R 

; 11576) ; 143 

Nonagricultural employment in West Virginia 148 
Nonagricultural wage and salary employment, by month, 1953-58 

' (chart) facing p. 148 
Percent distribution of unemployment compensation benefits by 

industry pated sab 149 

Unemployment compensation benefits paid by industry he 48 

Unemployment compensation fund, 1953-58 (chart) facing p. 148 
| Weeks claimed and initial claims, average weekly number per 

month, 1953-58 (chart) facing p. 148 








XII CONTENTS 


Additional data submitted for the record by—Continued 
United Auto Workers: 
Appendix 1. Net value of military supply procurement actions of 
€25,000 or more in labor surplus areas and industries, July 1, 
1057, tieromen December 31,1967... .........-6. 1... 

Military supply contracts placed in labor surplus areas and 
industries as a result of preference during the period 
Pe CREE, SOOT 6 sci eSec cconak encanta nncte 

Appendix 2. Military procurement actions in labor surplus areas, 
July 1, 1955, through December 31, 1957_...---------------- 
United Mine Workers of America: 
Resolutions (3) adopted April 1958 by the International Execu- 
tive Board............ et beéiedaaalwsunaeiwe-ce 
United Steelworkers fF America: 
Letter of April 24, 1958, to Harold J. Ruttenberg, president, 
Stardrill-Keystone Co., Beaver Falls, Pa----_- S <a kG 
Unemployment benefits, all States—Impact of Kennedy bill 
(Se cca bescucus bs Aree ts we 2 erence wegsd wines wich oe 
Van Zandt, Hon. James E.: 
Analysis of H. R. 6975_---- pitied isle Gaia aoa cw 
Surplus commodities, March 3, nF ig an 
Unemployment and labor-force dat a, State of Pennsylvat ania and 
selected labor-market areas, July 1956 to March 1958_-- ; 
Unemployment in major areas of substantial labor surplus—149 
areas re guls arly classified by United States Department of 
Labo d months, March 1952 to March 1958--__---- 
Wagner, Hon. Robert F.: 
Explanation of proposed Antirecession Act of 1958__- 
Widnall, Hon. William: 
$50,000 raised to promote downtown Lawrence___- 
Williams, Hon. G. Mennen, Governor, State of Michigan: 
Appendix 1A. State projects which can be started immedi- 
ately___-- i beens 
Appendix 1B. Dollar volume of projects in Michigan munici- 
palities ready for immediate construction starts 
Appendix 2.: 

Joint telegram to President Eisenhower from Governors of 
Colorado, lowa, Massachusetts, Maine, Michigan, Minne- 
sota, New Jersey, New York, Oregon, Rhode Island, and 
WwW ashington__ 

Unemployment in Michigan labor market areas as of March 
15, 1958, and status as to possible designation as indus- 
trial redevelopment areas under Senate bills 3447 and 
964, 85th Congress____-_. ais rere as tee 

Une mploy ment as percent of labor ‘force, major Michigan 
labor market areas, and selected sm: aller areas, January 
1956 to March 1958___- 


APPENDIX 


American Association of Port Authorities, Inc., letter of May 21, 1958, 
enclosing resolution D-3______ ~~ 
American Bankers Association, statement 5 
Associated General Contractors of America, Inc., letter of May 22, 1958, 
enclosing a proposed amendment to 8. 3497 E 
American Hospital Association, Washington Service Bureau, Kenneth 
Williamson, associate director, letter of May 9, 1958, to Hon. Brent 
Spence ‘. ' 
American Paper & Pulp Association, statement by Robert E. O’Connor, 
executive secretary 
Committee on Federal Finance of the Council of State Chambers of Com- 
merce, statement _- wi 
Coral Gables Medical C enter, Coral Gables, Fla., letter of May 12, 1958, 
to Hon. Dante Fascell : 
Frates, George H.., Washington represent: itive, National Association of 
Retail Druggists, statement ASS “ 
Greater Huntingdon County Industrial Development Council, Ince., 
‘Mount Union, Pa., letter of May 6, 1958, to Hon. Brent Spence__.- ‘ 
Hospital Association of New York State, Charles M. Royle, executive 
director, statement ea 





Page 
501 
504 


505 


565 


424 
407 


1126 
1129 


1129 


1129 
1107 


192 


283 
284 


286 


288 


289 


1344 
1341 


1345 


1283 
1250 
1253 
1285 
1276 
1278 
1282 





Age 
01 


65 


24 
)7 


26 
29 


29 


b 





CONTENTS 





Page 
Investment Bankers Association of America, statement___---.-.-------- 1287 
Appendix A. State and municipal bonds sold during 1957__-...-.---- 1291 
Appendix B. State and municipal bonds sold in the 4-month period 
danuary—April 1058: (State totals)... ..... 60s cnncncncnssccnasecs 1292 
Appendix C. State and municipal bonds sold in the 4-month period 
SORUEE— AGI POOR. «5 cob che Soe ene ke onde diet eowen 1293-1340 
Investors League, Inc., William Jac kman, president, statement... . «<< 1280 
Kader, Hon. Joseph W., mayor, city of Parma, Ohio, letter of May 26,1958. 1346 
Recreation and park facilities in Parma... «<2. .<. scsew cee ennss 1347 
Sewer problems om 6 Ore ie NS oS iloc wc ceindaweean e's - 1346 
Kendall, George H., mechanical engineer and consulté unt, statement - 1268 
Venture capital ‘bs mie for assisting all new enterprises - - - 1271 
Ledbetter, Dale, Prescott, Ariz., letter of May 13, 1958, to ‘Hon. Brent 

RRND cin wos 30's aa keh ee = be ee was bie = eee 1286 
Mendenhall, Howard, m: anager, Rend Lake Conser' arvancy District, Benton, 

Ill., ste atement sci aasalelarsol gs x Wanig deo Goa ta 1265 
Letter of April 22, 19% 58, to Hon. Brent Spence- 5 itcasedtina ete eee 1266 
Letter of April 28, 19! 58, to Hon. Brent Spence... ........-.-+.-...-. 1267 

National Association of County Officials, Bernard F. Hillenbrand, execu- 

tive director, letters of May 28, 1958, to Hon. Brent Spence_ -_-------- 1347 
National Association of Retail Grocers, Chicago, IIl., letter of May 13, 

1958_ _- ss Se ca ek Se Gh ek ek secant ilar os abo ice tas nel etek abi tae a Sn 1286 
National Wildlife Federation, ‘letter of April 28, 1958, to Hon. Brent 

INI ans insane ob wp 0 sc: a tna eno ah mle igs nmin os Mea en oe 1260 
Price, Dr. Sumner, administrator, Queen’s Hospital, Honolulu, T. H., 

statement __. cee sngemte ee 
Southern States Industrial ( ‘ouncil, Tyre Taylor, general counsel, state- 

I aac Sales st ash boom sine bas aul Ril SA eds Ton ok eden tetas a RAG ce 1343 
Tennessee Municipal League, statement__...............-..---------- 1247 
Textile Workers Union of America, Local 1874, statement of John G. 

Thom: Bir: NS es warn Sta ils nS ee te re a ea erence ae eaed 1257 

“Surplus Food Plan Renewal Set in C ounty,” ‘article from Cumberland 
Evening Times, April 18, 1958, entitled. ....................... 1259 
The Port of New York Authority, statement in opposition to 8. 3497 and 

Pe, le PUT hs ig eda cso nk Soe eeeenaturd sun eenke eat wae 1260 

Resolution of American Association of Port Authorities, Inc., opposing 
adoption of any general policy of Federal subsidization of marine 
SONI CRONIN. ns Scccowrweewscseindnneunassaenaneusdakwde 1263 


Tobin, Austin J., executive director, Port of New York Authority, 
letter of May 20, 1958, to Hon. Brent Spence--_.............--- 








oa REE 


LEGISLATION TO RELIEVE UNEMPLOYMENT 


MONDAY, APRIL 14, 1958 


House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met, pursuant to notice, at 9:30 a. m., the Honorable 
Brent Spence (chairman) presiding. 

Present: Messrs. Spence, Brown, Patman, Multer, Barrett, Mrs. 
Sullivan, Mr. Reuss, Mrs. Griffiths, Messrs. Ashley, Vanik, Healey, 
Rutherford, Coad, Anderson, Breeding, Talle, Kilburn, McDonough, 
Widnall, Betts, Mumma, McVey, Hiestand, Henderson, and Cham- 
berlain. 

The Carrman. The committee will be in order. 


STATEMENT OF HON. HARRY S. TRUMAN, FORMER PRESIDENT 
OF THE UNITED STATES 


Mr. Truman. Mr. Chairman and members of the committee, I am 
very happy to be with you this morning and am going to try to make 
as constructive a statement as I know how to make. I hope that I 
may have your permission to read the document and then if there are 
any questions to be asked, I would be glad to do my best to answer 
them as best I can. 

The CuarrMan. You may proceed as you desire. 

Mr. Truman. You are very kind, very kind, indeed. 

It isan honor for me to have an opportunity to appeal 

I am especially delighted, Mr. Chairman, to see th: at you are here 
working with the same diligence and vigor that you have shown 
through the years in behalf of our country and its people. You are 
doing : a great job just as you have alway s done. 

I appreciate very much this opportunity to you my views about 
some of the problems before the country. I don’t know why you 
would be interested in the views of a retired Missouri farmer on these 
subjects, but since you were good enough to invite me to come, I am 
glad to express them. 

I understand that these hearings relate to a number of bills pend- 
ing before this committee and also to the general problem of economic 
distress and unemployment. I shall refer specifically to some of these 
bills later in my statement, but I wish first to speak about the general 
economic problem. 

First, I wish to say that I think the present recession is very 
serious. It is serious not only in terms of hardship and suffering 
for millions of our people who are unemployed, it is even more serious 
because it weakens our ability to meet the dangers and challenges 


which threaten us from abroad. 
1 
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I know that in spite of our present difficulties, this is still the 
strongest nation in the world, with the greatest productive power and 
the highest standard of living. However, we cannot ignore the fact 
that Russia is catching up with us very rapidly. Her economy has 
been growing at an annual rate of about 7 percent during recent 
years and is continuing to grow at an even faster rate. 

At the same time, the growth of our own economy during the past 
few years has averaged less than one-third the Russian rate, and for 
more than a year now we have been actually shrinking and not grow- 
ing at all. It is almost impossible to overemphasize the great danger 
in this situation. 

Secondly, we ought not to underestimate the nature of the job that 
must be done or the magnitude of the measures that will be required 
to do it. It is necessary not only that we stop the recession, but we 
must also restore the growth of our economy. This is necessary not 
only to meet the needs of a growing population, but also to meet the 
needs for greater and greater economic strength which is a stark ne- 
cessity for continued national survival in the competitive situation 
that exists in the world today. 

I think the root of the difficulty is that we have departed from the 
philosophy of “maximum employment, production, and purchasing 
power” set forth in the Employment Act of 1946. In place of this 
philosophy, there seems to be some strange notion abroad in the land 
that prosperity today would be dangerous for tomorrow—a strange 
notion that if we had full employment and full production that some- 
how this would cause an explosion that would blow the economy apart 
and end up in a depression that would “curl your hair,” which is a 
quotation from the Secretary of the Treasury of the United States. 

I do not understand this. I do not see why our economy cannot 
grow and continue to grow, and without inflation. I see no need for 
periodic downturns when people are put through the wringer, and I 
see no reason why our plans and policies ought not to be directed 
toward a constantly expanding economy and toward the prevention of 
recessions altogether. We might not be altogether successful in pre- 
venting economic downturns, but at least we can make that our goal 
and not try to brush recessions aside by pretending that they are a 
good thing. 

During my administration we were not entirely successful in deal- 
ing with this problem, and we had an economic recession in 1949. But 
there are several reasons why I will not go into this in detail now. In 
the first place, that recession in 1949 was nowhere near as prolonged, 
as deep, and as serious as the one we are in now. I do not need to at- 
tempt to prove this because practically every business analyst and ex- 
pert has been telling us over and over again that we are now in by far 
the most serious and da..gerous economic recession since World War 
II. 

In the second place, the economic recession of 1949 did not have 
back of it a number of years of rising economic difficulties, such as we 
have had since 1953, and consequently the powerful sources of 
strength within the economy which enabled us to have a sharp upturn 
well before the Korean war are not present now. For example, 
American agriculture in 1949, at the base of our economy, had not 
been weakened as it has been weakened now. 
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In the third place, and most important of all, we should be dealing 
with serious economic problems and not with politics, and there is 
nothing that we can do now to change what happened a decade ago, 
but we have great responsibilities to deal with the current situation. 
If the critics of how things happened in 1949 learned any constructive 
lesson which they now want to apply, I am ready to go along with 
them 100 percent. My own view is that the one thing we learned was 
that perhaps we should have acted in this 1949 recession even more 
vigorously than we did, and this is doubly true now in view of the 
whole international situation. 

Due to population growth, our labor force expands by more than 
1 percent a year. Under favorable conditions, our productivity or 
output per man-hour, grows by more than 3 percent a year. There- 
fore, our total national product needs to expand by about 414 percent 
a year in order for the economy to stay healthy. Otherwise, we will 
have rising unemployment me idle productive facilities. 

From 1947 to 1953, the rate of growth for our economy as a whole 
was slightly more than 414 percent a year. In the years from 1953 
to 1957, the rate of growth declined to 2.3 percent. In the last year 
of this period, the rate of growth was only 1 percent. During the 
past year, the total output of the economy has actually declined 
about 6 percent. 

All of these figures are adjusted for price changes. Thus, over the 
past 5 years as a whole our economy has been moving consistently 
and increasingly away from maximum employment and maximum 
production. 

One of the most distressing features of this, of course, is the in- 
crease in unemployment. Not only are millions of men and women 
out of work, but millions more are working part time. They are 
only partially employed. This partial unemployment is just as much 
a loss to the country as full-time unemployment. Figuring the full- 
time equivalent of this partial unemployment, and adding it to exist- 
ing full-time unemployment, the true level of unemployment has risen 
from about 2.8 million in 1953 to over 6 million at the present time. 
For these people and their families, this is a real depression. 

You know the difference between a recession and a depression is 
that if your neighbor loses his job, that is a recession; if you lose your 
job, that’s a depression. 

This growth in unemployment has meant, in the years 1953 through 
1957, about 814 million man-years of unemployment in excess of the 
minimum frictional amount we would have had in a full-employment 
economy. This tremendous waste of manpower has been accompanied 
by a tremendous waste of machines and other productive facilities. 

The steel industry, for example, is now operating about 50 percent 
of capacity. Many other industries are in almost as bad shape. 

This tremendous waste of manpower and productive facilities 
which represents failures to achieve maximum production and maxi- 
mum employment has meant, during the years 1953 through 1957, a 
loss of more than $55 billion in wages and salaries, a loss of almost 
$25 billion in farm income, a loss of more than $12 billion in corpo- 
rate profits, and a loss of some $5 billion in unincorporated business 
and professional income. It is harder to measure what it has cost 
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us in lost ground in the struggle to maintain freedom in the world, 
but surely that loss is tragic beyond words. 

Basically, the growing failure to utilize manpower and other pro- 
ductive resources springs from insufficient demand to call forth 
maximum production and maximum employment. Demand is of 
three main kinds: First, the demand represented by private pur- 
chases of consumers; second, the demand represented by private in- 
vestment for business purposes; and, third, the demand represented 
by public expenditures for goods and services. The total of these 
three types of demand represents, generally speaking, the actual level 
of total production. 

During these recent, years, private and public consumption expendi- 
tures have lagged behind private investment for business purposes. 
This is the chief explanation for the vast unused plant capacities of 
today. To regain our economic health, it will be necessary to restore 
the balance in our economy by achieving an increase in the combined 
expenditures for public and private consumption in proportion to the 
levels achieved in recent years for private investment. 

I do not think it is true that the deficiency in private consumption 
is due to the reluctance of consumers to spend available income. I 
think instead that it is due to a shortage of funds and bad distribu- 
tion. What the average American consumer actually lacks is not 
confidence but income after taxes. During the whole period since 
1953, the growth in consumer income after taxes has been even slower 
than the inadequate growth rate of private consumer expenditures. 
This has been inc reasingly the case in the latter part of the period. 
Between the second and third quarters of 1957, for example, consumer 
expenditures increased at an average annual rate of 2.4 percent, while 
consumer income after taxes was going down at an annual rate of 0.5 
percent. In the following quarter, both consumer income after taxes 
and consumer expenditures were down at an annual rate of about 3 
percent. We cannot go on forever with consumers borrowing too 
much because their incomes are too low. That is a fantastic figure, 
that consumer debt, secured by jobs, mostly. This is a tremendous 
figure. Some time I will tell you about it. 

“Since the current recession is the outgrowth of a train of events 

which has been gathering momentum for the p: ist 5 years, it has deeper 
roan and is more serious than previous recessions since World War 
II. This means that the measures required to traverse the downward 
trend are more substantial than those needed to reverse earlier reces- 
sions since World War II. Even more important, the corrective 
measures should not confine themselves merely to arresting the abso- 
lute decline in production and employment. Instead, they should be 
designed to restore constructive maximum employment and maximum 
production as rapidly as feasible. 

To put the measures needed in proper perspective, we must first 
grasp the magnitude of the task. It is sometimes hard for us older 
people to adjust our thinking to keep pace with the march of events. 
It is hard for us to comprehend the magnitude of the sums of money 
involved in the operation of our national economy, but we simply 
must make the necessary adjustments in our thinking. We must look 
at things as they are today and not as they were in 1900 or for that 
matter as they were in 1945 or 1950. 
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The restoration of our economy is a man-sized job, and this is 
certainly a case where it would:be a mistake to send a boy to do a 
man’s job. 

In order to make reasonable progress toward maximum production 

and employment, we should lift the total national product for the 
calendar year 1959 to about $40 billion above the level for 1957, and 
for a satisfactory rate of sustained economic growth, we will need to 
continue to add about $20 billion a year to our total national produc- 
tion. Increases in economic activity of this magnitude will not be 
achieved by feeble or faint-hearted measures, or by simply waiting 
for nature to take its course. 

I wish to commend the Congress for the actions it has already taken 
to combat the recession. These actions have been substantial and im- 
portant. They certainly were moves in the right direction, and I 
know that additional steps are planned. 

These actions by the Congress are all the more notable and praise- 
worthy because of the conspicuous lack of encouragement they have 
received from other quarters. But I hope you will not be discour- 
aged or become weary of well-doing. 

“In my judgment, the measures already taken are only the beginning 
of what is necessary and wise. I believe that bold and vigorous 
action is necessary; and in considering this matter, I would never 
forget for a moment that the Russians are looking over our shoulders 
with an ec onomy—their economy, that is—which is growing at. a rate 
of 7 to 10 percent a year while ours is standing still. 

I am not in favor of inflation, and I will have more to say about 
that later. However, I would not sit in the midst of a pool of eco- 
nomic stagnation while the Russians are overh: auling us because of 
some fear—whether it be real or fanciful—of inflation somewhere 
down the road in the future. 

The first major weapon now available for use by the Federal Gov- 
ernment toward arresting the depression and restoring our economy 
is an expansion of public outlays. I believe that public expenditures 
should be increased to the extent required to fulfill necessary and vital 
public programs. This is not merely for the purpose of increasing 
current economic activity. It is in the first instance a matter of pro- 
viding an adequate national defense and meeting other national needs. 
Second, the expansion of Federal outlays and the adoption of the 
program which go with them will be a means of assuring economic 
growth in future } years. 

The Congress has already authorized some increased Federal ex- 
penditures, as in the case of the housing and highway bills, and I 
approve of these measures. I think there should be additional in- 
creases in some other lines, which I shall mention. We should plan 
these increased public outlays for a long per iod of time, in accordance 
with the growing needs of the economy. This would be a wise thing 
to do, because in recent years we have been starving the economy by 
holding up or blocking public expenditures for domestic needs. We 
have been holding back on such things as dams and schools and 
buildings that we need, and this has been bad for the Nation. 

I think, therefore, that we should plan our public outlays not just 
for the next fiscal year, but for the next 5 years. This will show that 
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we mean business about an expanding economy, and assure a rate of 
public spending that can be counted on. 

I would suggest increases somewhat along the following lines: 

(1) In the area of national defense, increase outlays for fiscal 1959 
by about $3 billion above the level originally proposed in the Presi- 
dent’s budget, and plan to increase them by another $5 billion or more 
annually by fiscal 1964. These amounts are in accord with the rec- 
ommendations made in recent studies by competent experts. If they 
don’t give us an adequate national defense, then they should be 
increased. 

(2) In the overseas field, increase outlays for technical assistance 
and economic development from the $972 million recommended by 
the President to $1.5 billion in fiseal 1959, and plan to increase them 
to $2.5 billion by 1964. I think this is essential if we are to keep 
ahead of the Russians in the area of foreign economic development. 

(3) In the area of the domestic economy and its needs, I would 
make increases totaling about $1.7 billion for the fiscal year 1959. 
The bulk of this expansion would be for education, public health, and 
public assistance. 

In succeeding years, I would keep enlarging the spending in the 
domestic area, so that by fiscal 1964 we would be spending a total of 
around $12 billion for natural resources development, and a total of 
$2.2 billion for housing, including low-rent housing, aid for middle- 
income housing, and urban redevelopment. 

These increases for fiscal 1959 and for later years would be con- 
sistent with a resumption of our normal rate of economic growth. By 
1964, if we progress as we should, our total national output should be 
about $600 billion, instead of the $434 billion of 1957, and a Federal 
budget much larger than the one for 1959 would still be a smaller 
fraction of our total production. 

You may note that I say nothing about increases in agricultural 
outlays by the Federal Government. This is not because the farmer 
needs no help. Indeed, he has suffered longer from this recession 
than anyone else. However, I believe that the current rate of ex- 
penditures for the agricultural program would be sufficient if the pro- 
gram were properly administered. The farmers’ income could be in- 
creased without additional Government expenditures. 

With these programs in mind, the next question is what ought to 
be done about taxes. I am strongly in favor of a long-range tax pro- 
gram designed to balance the Federal budget, but we all know that 
we do not have that now. Despite the President’s claim that his fiscal 
1959 budget is going to show a surplus of $466 million, practically 
every informed expert expects a deficit estimated at between $4 and 
$8 billion. 

So we do not have any prospect of a balanced Federal budget if 
things are left as they are. — 

This prospective deficit in the Federal budget is due in large part 
to the current recession. And the recession in turn is primarily due 
to the inability of consumers to buy the products which our factories 
and farms can turn out. Our present tax structure has serious in- 
equities which contribute to this lack of consumer purchasing power. 
Therefore, the same tax policies which can help to improve the tax 
structure can also help to cure the economic recession and bring us 
more quickly to a balanced budget. 
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The first element in this improvement in the tax structure is to take 
the special privilege benefits out of the tax laws and use the added 
revenues to put more spending power immediately into the hands of 
average American families who do not now have enough spending 
power. The obvious and quickest way to do this is to revise the tax 
structure so as to reduce by about $5 ‘billion the amount of taxes im- 
posed on middle- and low-income families. 

There are various detailed ways of doing this which would reach an 
equitable result. However, the Congress should be careful not to 
pass out tax benefits to investors and well-to-do people who, if they 
are suffering at all, are suffering only because average American 
families do not have enough purchasing power. 

This adjustment in the tax structure by helping to restore maximum 
employment and production can help to lift our total national pro- 
duction, which is our tax base, to a level of $40 billion higher in 
calendar year 1959 than in calendar year 1957. This is the surest and 
safest way toward a balanced Federal budget. 

We can lighten the tax burdens on the low-income groups in this 
way W ithout r unning the danger of a large temporary drop in revenue. 
The reduction for low-income groups should be accompanied by tax 
changes which will increase revenues from other sectors of the econ- 
omy and help to balance the budget. Most important is to close up 
the most glaring tax loopholes. This should bring in about $2 billion 
more in tax revenues. 

We can increase tax revenues by another $1 billion or so by getting 
rid of some of the inequitable benefits to privileged groups in the tax 
reductions of 1954. 

In addition, by reversing the high interest policies which have al- 
ready added about $1.2 billion to the Federal budget annually in the 
form of carrying charges on the national debt, and which will be 
adding $2 billion shortly if new financing continues under this high- 
interest policy, we can save about another $2 billion a year which is 
now being wasted from the view point of the Federal budget and 
which is doing almost irreparable damage to our whole economy. 

These measures, in combination, would transfer $5 billion of pur- 
chasing power to places where it belongs both on considerations of 
equity “and because that is where it would do the most good for the 
economy. 

There are other measures which should be taken to meet the prob- 
lems of the recession. One of the most important of these is to extend 
Federal aid to the State unemployment insurance systems to lengthen 
thet period for thte payment of insurance benefits. Also, as a long- 
range measure, unemployment insurance coverage should be extended 
and Federal standards should be established to bri ing about a greater 
degree of uniformity in the various laws. 

T also hope very much that the Congress at this session will increase 
social security benefits. This is needed on social grounds, we can 

afford it economically, and certainly it is one of the most desirable 
methods of expanding purchasing power. 

I want to say a bit more on the whole subject of inflation. My 
record as an opponent of inflation is perfectly clear. If the measures 
which I proposed to combat inflation during the war r and reconversion 
years of my Presidency had been adopted, we would have had far less 
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inflation. There was never a year in my 8 years of the Presidency 
when I did not propose a more effective and complete anti-inflationary 
program that in fact was adopted. 

I want to use what influence I may still have to help protect the 
American people from the ravages of inflation to the greatest possible 
extent. 

But in order to do this, we need to understand the causes of the 
recent inflation. This recent inflation has been entirely different from 
that which occurred during wartime when total demand exceeded the 
total productive capabilities. It is entirely different from the infla- 
tion which occurred during periods of reconversion when pent-up sav- 
ings and backlogs of demand caused spending to exceed our total pro 
ductive capabilities. 

This recent inflation, unlike any other that we can recall, occurred 
during 1956 and 1957 at a time when our economic growth rate was too 
low rather than too high, and when we were already witnessing un- 
used plant capacities and rising unemployment. Still more striking, 
this inflation has continued even in the face of the economic recession. 

This new kind of inflation, therefore, has not been due to too much 
employment or too much production or too rapid an economic growth. 
Indeed, there is strong evidence that this new inflation, sometimes 
called administered price inflation, has been due to the pressure of 
some strong groups to make up for an inadequate level of production 
and sales by raising their prices excessively. How else can we explain 
the striking price increases in some of our key industries even when 
they are operating at 70 percent or less of capacity / 

We have not solved entirely the problem of how to deal with this 
new kind of inflation. But there is certainly every reason to know 
that we cannot deal with it by the surrender of prosperity and the ac 
ceptance of recessions which could lead to de pressions. In fact, the 
evidence strongly suggests that the restoration of maximum employ- 
ment and production and purchasing power would in itself tend to 
remove many of the causes which have been responsible for the recent 
price inflation. If we find other causes of price inflation even after 
this first vital remedial action is taken, we may have to devise still 
additional remedies. 

But most of all, it is nonsense to argue—as so many seem to be doing 
now—that we dare not take the steps necessary because to do so would 
be inflationary. To say that is to contend that we must be cursed with 
either inflation or recession. I reject that conclusion as defeatism of 
the worst order. 

Now, Mr. Chairman, I would like to speak particularly in support 
of some of the bills pending before this committee which I understand 
are included within the scope of this hearing. These bills fit into the 
pattern of the actions which should be taken to strenethen our 
economy. 

First, there is the community facilities bill which will make available 
a $2 billion loan fund for loans to the States and local communities for 
needed public-works projects such as roads and streets, waterworks, 
sewer systems, hospitals, and the like. Loans of the type provided by 
this bill will serve the twofold purpose of creating b: idly needed public 
facilities and also creating jobs and incomes to help restore our econ- 
omy and keep it healthy. I hope the bill will be favorably considered. 
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Next, I wish to refer to the area redevelopment bill, the purpose 
of which is to help create new jobs in areas of chronic unemploy ment. 
Legislation for this purpose was reported out by this committee 2 
years ago. It passed the Senate in that same year, but was not 
taken up on the floor of the House because of the rush in the final 
days before adjournment. Legislation for this purpose has been 
endorsed in the platforms of both major political parties and has 
been recommended by the present administration. It was badly 
needed even before the current recession became so severe. Now it is 
needed even worse. 

This legislation might possibly be combined with the community 
facilities bill as there is some simil: arity in the purposes of the two. 
However, special provisions ought to be made for the chronically 
depressed areas because they have distinct problems which require 
special treatment. Remember this: Depression in any part of our 
economy tends to depress the rest of it; and correcting the trouble 
spots where the worst problems exist will improve conditions every- 
where. And there shouldn’t be any time wasted when a recession 
starts in any part of the country. We ought to get on it and do 
something about it right now. 

Finally, I underst: and that you have before you legislation to pro- 
vide additional equity capital for small business. T his is most impor- 
tant. The tight money policy and other restrictive fiscal policies of 
recent years have not been particularly hard on the big corporations. 
However, they have made it much harder for small business concerns 
to get money. The small concerns were having a hard time in 1950 
when I recommended legislation for this purpose. They are having 

1 harder time now and the legislation is needed even more than it 
was in 1950. I hope that you will give it your blessing. 

Now, Mr. Chairman and members of this committee, that con- 
cludes my statement and I thank you very much for your courtesy 
and kind attention. 

The Cuatrman. I wishtothank you. I know the committee thanks 
you for the splendid statement you have made. 

Mr. Truman, you have served as President of the United States 
longer than any man now living. You came to that office in 1945, 13 
years ago and at that time, the Second World War was in full blast. 
You directed the course of our Nation until the conclusion of that 
war and through the transition period when we went from a war 
economy to a peace economy. 

I think you have had as much experience with governmental affairs, 
and with questions such as are presented here—more experience 
than any man now living. I thank you for coming here and giving 
your views on conditions that exist now, where more than 5 million 
men are unemployed, where prices are rising and where production is 
decreasing. 

This is an anomalous condition and one that we have not often seen 
before. 

I will now call on the members of the committee under the 5- 
minute rule. Dr. Talle. 

Mr. Tatie. Good morning, Mr. Truman. 

Mr. Truman. Good morning, Doctor. 

Mr. Tatie. I am glad to see you looking so well. 
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Mr. Truman. Thank you very much. I’ve got a good doctor. 

Mr. Tattx. Knowing of your interest in history, Mr. Truman, I 
thought perhaps we might recite a little history ‘of fairly recent 
origin. 

In July 1948 you had called the Congress back into special session 
and delivered the message recommending legislation to check infla- 
tion and the rising cost of living and to meet the acute housing short- 
age. At that time, Mr. Truman, you made eight recommendations 
for the control of inflation. 

May I recite them now ’ 

Mr. Truman. I remember them, but go ahead. 

Mr. Tautr. Reestablish an excess-profits tax. 

Restore consumer credit controls. 

Give the Federal Reserve Board greater authority over bank credit. 

Regulate speculation on commodity exchanges. 

Provide for allocation and inventory control over scarce com- 
modities. 

Strengthen rent controls. 

Authorize standby rationing authority and authorize price con- 
trols for scarce commodities. 

A little over 3 months later, subsequent to the November election, 
the problem was not one of inflation, but of recession. In November 
of 1948, the number of unemployed represented 3.4 percent of the 
civilian labor force 

In January of 1949, the unemployment figure was up to 5.1 percent. 

By July of that same year, 1949, it was up to 7 percent and by 
February 1950, it stood at 7.8 percent. 

At that time when unemployment was reaching the highest level 
in 9 years, Arthur Krock, as a result of his now famous exclusive 
interview, reported 

Mr. Truman. May I say to the doctor that exclusive interview 
didn’t happen. T hat came out of the air. 

Mr. Tatxe. Well in this day of outer space, many miracles occur. 

Anyway, I am referring to the Febr uary 15, 19! 50, issue of the New 
York Times. It was then. your view, according to that article and in- 
terview, for which Mr. Krock said he could vouch as to accuracy, 
that— 

a certain amount of unemployment, say from 3 to 5 million, is supportable. It is 


a good thing that job seeking should go on, at all times. This is healthy for 
the economic body. 





Now 5 million unemployed related to the February 1950 civilian 
labor force of 61.6 million, meant an unemployment ratio of 8.1 
percent. As you know, in February and March of this year, the ratio 
was 7.7 percent. 

Now, if as was stated in February 1950 unemployment of 8.1 percent 
was supportable, then what has happened to m: ake you change your 
mind, and why are you so disturbed over the 7.7 figure today ? 

Mr. Truman. I want to say to you first, Doster, that no an aper 
ever talked for me. Whenever I had a press conference, I did my 
own talking. That is a purported quote from me. I don’t object to 
its being used, it is all right, but I want to tell you also what hap- 
pened to these recommendations I made in 1948. 
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Those recommendations came out of the Republicans and Demo- 
cratic platforms. It was strictly a bipartisan recommendation. I 
called the 80th Congress back in session so they could do somethin 
about the situation which they said they wanted to do if they saan 
a President. Well if they had just passed one measure, I would have 
been in a bad fix but the people passed on that situation in November 
1948. They seemed to be pretty well satisfied with what was done. 

The Cuarmman. Your time is up, Dr. Talle. 

Dr. Tatue. I am sorry I haven’t more time. 

Mr. Truman. I am too. I would like very much to listen to you. 

The Cuarrman. Mr. Brown. 

Mr. Brown. Mr. President, I congratulate you on your very inter- 
esting statement. 

The Cuarrman. Mr. Kilburn. 

Mr. Kireurn. Mr. Truman, on April 12, according to the Washing- 
ton Star, Mr. Truman gave his feelings about the antirecession issues 
He was cool to the idea of a tax cut. That was 3 or 4 days ago. How 
do you feel about that ? 

Mr. Truman. I have made no approval of any tax cut except in the 
manner I have given it in my statement. I have never been for a tax 
cut. I think that foolish tax cut the C ongress made in 1954 is partly 
the cause of this situation. They cut the income and that increased the 
cost of the service of the national debt. How do you account for that? 

Mr. Kitzurn. Didn’t they balance the budget then ? 

Mr. Truman. If they did, I never heard about it. You see, I get the 
budget all the time. I study it and read it. 

Mr. Kitsurn. Are you in favor of a big public works program ? 

Mr. Truman. Yes, I always have been. 

Mr. Kitsurn. What happens to the budget when you do that ? 

Mr. Truman. Well, if you adjust the tax situation like I told you 
and put everybody back to work, there won’t be any shortage of money 
to carry on the budget. 

Mr. Kizeurn. Isn’t it true, sir, they tried a lot of public works 
through the thirties, at the end of the thirties?’ Before the war came 
there were 10 to 9 or 13 million unemployed ? 

Mr. Truman. Thi at is what I went through when this purported 
interview took place and I felt if we could stand 13 million unem- 
ployed, we could certainly live through 5 million and maybe get them 
all back to work. 

Mr. Kirsurn. Public works then didn’t help the unemployment 
situation ? 

Mr. Truman. Yes, it did. Public works helped immensely. Public 
works helped immensely. I was running in a county of the United 
States during most of that time from 1927 to 1934 and I know some- 
thing about what it was like down on the ground. 

Mr. Kitnurn. From about the end of 1939 there was 9 to 12 million 
unemployed after all this big public works? 

Mr. Truman. There probably would have been a revolution if it 
hadn’t been for those public works and that is what was prevented. 

Mr. Kirsurn. That is not a responsive answer. Did public works 
help unemployment then ? 

Mr. Truman. It certainly did because the population and the labor 
force was growing all the time, probably at the rate you just named, 
over that period of years. 
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Mr. Kirgurn. That is all, Mr. Chairman. 

Mr. Parman. Mr. Truman, I asked the Library of Congress to 
tell me the names of the former Presidents who had ever appeared 
before congressional committees and I was informed that you are 
the only former President who ever appeared before a congressional 
committee, is that correct ? 

Mr. Truman. I think that is correct. I remember the history of 
one President who, while he was President, tried to appear before 
congressional committees and he got insulted for some reason or other 
and never would go back. His name was George Washington. 

Mr. Parman. This reference only though was to former Presidents, 
Mr. Truman. 

Mr. Truman. I understand. 

Mr. Parman. Mr. Chairman, I ask unanimous consent—did you 
want to add something ? 

Mr. Truman. I wanted to call your attention to the fact that be- 
tween about the time—I think it was when General Taylor came into 
office, there were five former Presidents alive. They met here and 
tried to organize a committee to prevent the war from taking place 
and I don’t know whether any of those men ever appeared before a 
committee or not. I can’t answer that question, but I don’t know of 
any previous to this time. 

Mr. Parman. Mr. Chairman, I ask unanimous consent to insert in 
the record at this point, an excerpt from Mr. Truman’s message to 
Congress, May 5, 1950, concerning the long-term and venture-capital 
loans for small business. Also excerpts from a speech Mr. Truman 
made May 16, 1950, at Cumberland, Md., and excerpts from a speech 
that Mr. Truman made in Cheyenne, Wyo., on May 9, 1950, concern- 
ing the importance of small business, and remedies to help small busi- 
ness concerns. 

The Cuatmman. Without objection, that may be inserted. 

(The documents above-referred to are as follows:) 


Excerpt FRoM MESSAGE FROM THE PRESIDENT OF THE UNITED STATES, May 5, 1950 


* a ES * * * * 


Second, to increase the availability of venture capital to small and independent 
enterprises with somewhat larger financing requirements, I propose that the 
Federal Government be authorized to promote and charter national investment 
companies. These companies would be established and owned by private in- 
vestors and institutions, but, as in the case of national banks and Federal 
savings and loan associations, the Federal Government would have the responsi- 
bility of enforcing observance of sound financial practices. 

The major purpose of these companies would be to provide equity capital and 
long-term loans for efficiently managed businesses unable to finance themselves 
on reasonable terms through the organized securities markets. They should 
also be authorized to participate, to the fullest extent possible, in the adminis- 
tration of the new program for insuring bank loans to very small business. In 
addition, they should make managerial aids and technical services available to 
smaller businesses in general 

These companies would be limited in their financing to small and independent 
enterprises. Thus, they are designed to fill the most serious remaining gap 
in the business financial structure. They would pool the savings of individual 
investors and financial institutions, and provide a channel through which they 
could be more safely invested in small-business ventures. Many such investors 
and institutions could not properly invest directly in individual small and 
independent businesses, but they could purchase the securities of the new invest- 
ment companies. The more substantial resources of these companies would 
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permit them to hire competent staffs and to reduce the risks by investing in a 
wide range of separate enterprises. Thus the new companies not only would 
provide a sound outlet for these savings, but also would supply a badly needed 
source of capital for small business. 

Each investment company would work in close cooperation with banks in 
the region which it serves. It could participate jointly with local banks in fi- 
nancing businesses with good earnings prospects, in cases where legal loan limits 
or lending policies prevent the banks from providing all the funds required, 
or where the business needs more equity capital which banks cannot legally 
provide. In view of these prospective benefits for the banks, their customers 
and their communities, I am sure that most progressive bankers will want to 
take an active part in establishing the investment companies. 

This program will represent a pioneer undertaking in this country. In its 
early years, therefore, our approach will necessarily be experimental. To help 
launch the program, the Federal Government should provide positive incentives 
and aids to the new investment companies. Thus, tax provisions should recog- 
nize their special character, particularly by permitting them to build up ade- 
quate reserves. Also, in order to assure sufficient funds in their early years, 
the Federal Reserve banks and their member banks should be authorized to 
invest in the stock of the companies. 

* * * * * * * * 





EXCERPTS FROM PRESIDENT TRUMAN’S SPEECH AT CHEYENNE, WYO., ON 
May 9, 1950 


(Congressional Record, May 23,.1950, pp. 7565 and 7566) 
IMPORTANCE OF SMALL BUSINESS—TO PROVIDE COMPETITION 


* * * * * * * a) 

Small and independent businesses are important to the growth of the economy. 
They are a constant source of new ideas. They are a constant source of new 
jobs. 

New businesses are also important to the health of the economy. In their 
effort to grow by serving consumers better, they provide the vigorous compe- 
tition which is the heart of our private-enterprise system. 

Everyone of you knows somebody who has had a new idea and has built it 
into a business. He has not only made money, but his business has also pro- 
vided jobs and income for the whole community in which he lives. 

Our country has been made great by the boldness, the daring, and the 
inventive genius of men like that. Our Nation would suffer a slow decay if 
men with ideas did not have every opportunity to build new businesses and 
create new wealth. 

The task of economic expansion requires using all the resources of this 
great Nation. Of the nearly 4 million business concerns in our country, more 
than 90 percent are usually classified as small. These small concerns provide 
jobs for over 20 million people—roughly, half of private, nonfarm employment. 
If we are to have an expanding economy, small business must provide its share 
of the additional jobs needed. In doing so, it will not only create new payrolls 
for workers; it will also enlarge markets, generally, for other businessmen 
and farmers. 

ANTIMONOPOLY APPROACH 
* * * * * * * 


We need big business in this country, as well as small business, of course. 
We all benefit from the tremendous output at low cost of large, efficient enter- 
prises. But the stimulus of new and vigorous competitors is necessary to keep 
old enterprises efficient, and to bring the greatest benefit to consumers and the 
publie. 

Since the passage of the Sherman Antitrust Act, 60 years ago, we have sought 
to keep monopoly from stifling the growth of new business. The effectiveness 
of the antitrust laws has varied over the years with changes in our national 
administration. Right now, the antitrust laws are being enforced as actively 
as at any time in history. But, at their very best, they are only a limited 
and negative approach. 

We will keep on using the antitrust laws, and will enforce them vigorously. 
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AFFIRMATIVE AIDS TO SMALL BUSINESS 
* * Eo * * * * 


But we must supplement that approach—and we must act soon—with meas- 
ures which will challenge the power of monopoly, not in the courts but in the 
market place. The force of vigorous, effective competition is the best way to 
prevent monopoly. If the man with new ideas has a fair chance to put his 
product on the market, the buyer will do the rest. We must, therefore, take 
measures to assist the man with new ideas, the small enterpriser, as he starts 
out to challenge large, powerful, and established competitors. 

The recommendations I have made to the Congress rest upon three simple 
principles. These are that the small-business man needs long-term credit; he 
needs venture capital ; and he needs technical assistance. 

These things are needed so that the independent businessman can do more 
for himself. They do not involve Government controls. They will cost the 
Federal Government very little. 

What they will do is to give the man who wants to be his own boss a better 
chance to use his own initiative and energy. 


PRESIDENT’S REMARKS ON LOAN INSURANCE 
* * ES * * * * 


In the field of credit, I propose that we should insure bank loans to small 
businesses, such as drugstores, filling stations, and retail stores. The local 
banks would decide whether or not to make the loan in each case and would 
share some of the risk. But, on the major part of the loan, the bank would be 
insured against loss. This means that banks will be able to make, safely, good 
loans which they now find too risky. 

Thus, bankers would be able to give greater consideration to the human 
element in deciding whether or not to help a hometown businessman pull through 
a tight period. They wouldn’t have to be quite so hardboiled in demanding gilt- 
edged collateral. 

You know, a lot of people say, when they find out what kind of collateral they 
have to put up for a loan at the bank, that if they had that kind of collateral 
they wouldn’t have needed a loan in the first place. 

Now, I don’t think bankers act like that just because they are mean. It’s 
because they have to be careful. This insurance would make it possible for 
them to do what they would like to have been doing all the time. 

This proposal is similar to the insurance that has been provided for years 
under title I of the National Housing Act for home-improvement loans. In that 
case, it has helped the banks, helped the homeowners, and the Government has 
made money from it. I think it will work just as well for small-business loans, 


INVESTMENT COMPANIES AND RFC 


* * * * * * * 


Furthermore, I propose that special investment companies be set up to make 
venture capital and long-term loans available to help small businesses expand 
when they have proved their ability. This would provide a way to pool the 
savings of people who cannot, individually, make such investments, but who 
can, through investment companies, put them to work in growing business. * * * 

In addition, I propose that the Reconstruction Finance Corporation be given 
broader authority to handle cases which offer a good chance of success but can- 
not obtain private financing on reasonable terms. 

These credit proposals are designed to make banks and other private sources 
of funds more effective in meeting the needs of small and growing businesses. 
They have been proposed by bankers and other private citizens who understand 
the problems of the small-business man. I hope the Congress will soon enact 
them. 

PRESIDENT’S STATEMENT ON TECHNICAL ASSISTANCE 


* * * * * * * 


In the field of technical assistance, small-business men are often a serious 
disadvantage. They cannot afford specialists on ther payrolls to keep up with 
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the latest developments in accounting and management. They find it difficult 
to learn about the latest research developments that affect their business. 

Under these circumstances, I propose that the Department of Commerce 
should expand the work it now does in providing technical and research assist- 
ance to small business. Thus, we would provide independent businessmen with 
the same kind of research assistance and skilled advice which we have provided 
successfully to farmers for many years. 

At the same time, I propose that we should make the Department of Com- 
merce the central Government agency for small business, as well as other busi- 
ness, just as the Department of Agriculture is the central agency for farm 
activities. This would mean that the independent businessman could go to one 
place and obtain the advice and services he needs. 

These proposals to help small business to obtain credit, risk capital, and 
technical assistance should do much to increase effective competition. They 
should result in more independent enterprises, striving more effectively to pro- 
vide goods and services the people need. As such, I believe these proposals 
will contribute to the strength and stable growth of the country. 


NOT GOVERNMENT INTERFERENCE 


* * * * * * & 


I suppose it is inevitable that this small-business program will meet with 
determined opposition. Those who fear the rise of new competitors will not be 
slow in imagining danger to their privileged positions. They will hide their 
selfish alarm by attacking what they like to call Government interference with 
the economic system. 

But the Government is only an instrument in the hands of the people, an 
instrument we use to help maintain a free, competitive, and expanding economy. 
That is the kind of economy all of us want. 

More abundance for everyone, without the dismal cycle of boom-and-bust, is 
something that this Nation can have, and something we must have. To bring 
it about demands dynamic private enterprise, and it demands dynamic Govern- 
ment. 

All of us, working together, can build a strong and prosperous America. And 
keeping our own Nation prosperous and strong is the best assurance that our 
struggle for prosperity, peace, and freedom in the world will end in victory. 


Excerpts FRoM PRESIDENT TRUMAN’S SPEECH AT CUMBERLAND, MpD., ON May 16, 
1950 


(Congressional Record, May 23, 1950, p. 7567) 


* * * * * * * 


I have asked the Congress to provide assistance to small business. All over 
the country, business firms are growing rapidly. The greatest growth, how- 
ever, is in big business. Small companies find it hard to raise the money they 
need to expand, and the individual businessman who wants to set up a new 
company has a tough time borrowing the capital to get started. 

Under the plans I recommended to the Congress, it would be much easier 
for small businesses to obtain funds to get started or to enlarge. I under- 
stand that your local officials here in Cumberland are working very hard to 
get the new industries into this area. I hope the Congress will soon enact a 
bill to help the growth of more new businesses, because that would help cities 
like Cumberland. 


* ae * * * * * 


I want every American to have the opportunity to work at a good job, and 
earn enough to support his family on his own time. I am working for that 
goal all the time. 

I think we can build permanent prosperity here in the United States if we 
all work together, but it will take the hardest kind of work, and complete 
cooperation by the Federal Government, and by the State and city governments 
and businessmen throughout the country. 
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Mr. Patrman. I would like to comment on the M: ay 1950, message. 
It says— 


to increase the availability of venture capital to small independent enterprises— 


and winds up by saying: 


In order to insure sufficient funds in their early years, the Federal Reserve 
banks and their member banks should be authorized to invest in stock of the 
companies. 

Now, Mr. Truman, are you familiar with a bill, H. R. 1045, that 
several of us introduced to aid small business now, by using the surplus 
funds of the Federal Reserve banks which would not increase the 
national debt and would not cause any extra interest to be paid? 

In other words, funds that are now idle and unused and we expect 
to use part of that money to help small business. Are you familia1 
with that? 

Mr. Truman. I am sorry, Congressman Patman, I haven't read 
the bill. I have heard about. it. 

Mr. Parman. You know generally what it provides? 

Mr. Truman. I know generally what it provides but I don’t know 
enough about it to discuss it. 

Mr. Patman. But you are for something along that line that will 
give long-term loans and make it possible for venture capital to be 
made available to small and independent business concerns? 

Mr. Truman. That is what I said in this statement. 

Mr. Patrman. Now I will read one paragraph from your Cheyenne, 
Wyo., speech which I think is very good. Of course, all the sts ite- 
ments that you made concerning small independent business are good, 
but this one in particular. I am quoting: 

The task of economic expansion requires usually all the resources of this 
great Nation. Of the nearly 4 million business concerns in our country, more 
than 90 percent are usually classified as small. These small concerns provide 
jobs for 20 million people, roughly half of private and nonfarm employment. 

If we are to have an expanding economy, small business must provide its 
share of the additional jobs needed. In doing so, it will not only create new 
payrolls for work, but will also enlarge markets generally for other business 
and farmers. 

I will put all of it in the record. Now, Mr. Truman, do you view 
with alarm and concern the tendency toward concentration of indus- 
try now, like in passenger cars, for instance, we have had over 1,500 
manufacturers of passenger automobiles in the United States and 
now we have only 5. Do you look upon that as one of the problems 
that we have to deal with, the concentration in industry toward 
monopoly ? 

Mr. Truman. I think it is a very serious problem. We run into it 
all the time. It has always been my theory the more businesses, the 
better it is for the country and the better it is for the employment of 
the country. 

The Cuarrman. Mr. McDonough. 

Mr. McDonoveu. Mr. Truman, you recommend the passage of the 
bill that failed to pass in the last Congress, the area redevelopment 
bill? 

Mr. Truman. Yes, that is right. 

Mr. McDonoven. By that “do you mean we should move certain 
labor forces from one part of the country to another or we should 
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develop industry in a certain part of the country where labor doesn’t 
exist to any large extent—what I am thinking about is in the con- 
centrated areas where we could have a major-size depression, in 
southern California, for instance, if any of the industry in that area 
were moved out of that area to some other area, to supplement the 
depressed condition in the other area, you would create a situation 
in southern California. 

Mr. Truman. I think that in the report of the committee on that 
bill there is an answer to every question you asked me. I thought 
it was an excellent report and I think the bill will be all right. I 
don’t think it would do what you say it would. 

Mr. McDonoveu. Where industry is now located in the United 
States, it is located there for various reasons because the natural re- 
sources are there, the power is there, the people are there, the trans- 
portation facilities are there, and if we start moving industry around 
in order to supplement depressed conditions 

Mr. Truman. I don’t think that is the intention of the bill, at all. 

Mr. McDonoveu. If it were, would you recommend it ? 

Mr. Truman. No. 

Mr. McDonoveu. Is the statement that I read in the press in the 
last week attributable to you—did you state we cannot buy ourselves 
out of a depression, we must fight our way out of it ? 

Mr. Truman. Yes, that is “exactly what I think. But we have to 
throw in a little change to make it run a little easier. We have to have 
weapons before we can go to fight. 

Mr. McDonoven. Don’t you think we would be helping it out a 
great deal if we stimulated the public-works program under the Com- 
munity Facilities Act in addition to the public-works program we 
have already passed in Congress ? 

Mr. Truman. It would be a help, of course it would. That is the 
reason I am for it. 

Mr. McDonoveu. It would be a help but very expensive ? 

Mr. Truman. Anything that is absolutely necessary to save the 
country is never too expensive. 

Mr. McDonoven. I can’t disagree with you on that, if the country 
is in that condition. 

Do you favor the free enterprise system in this country ? 

Mr. Truman. Why of course. So does everybody else. 

Mr. McDonoven. Everybody, I can’t agree with that, when I see 
certain things that are occurring around here. 

Do you think we can improve our condition at all by supplement- 
ing the unemployment compensation in the States, the legislation now 
pending before the C ae ess ? 

Mr. Truman. Yes; I said so in this statement. 

Mr. McDonouaH. In other words, you believe we can buy ourselves 
out of the depression if we use the right tools to do it? 

Mr. Truman. No; I didn’t intend for that implication to be put 
on it, at all. 

You know what the trouble is with some fellows who don’t like 
my theories of Government. They always try to make me believe 
something that I don’t, and you can’t do that. 

Mr. McDonoven. You don’t attempt to influence other people to 
believe the way you do, do you? 
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Mr. Truman. I try to influence other people to learn for themselves 
and I think if they are well enough informed, they will come around 
to my way of thinking. [Applause. ] 

The Cuarrman. Mr. Multer. 

Mr. Motrer. Thank you, Mr. Chairman. 

Mr. President, I was hoping when the banking minority member 
of this committee indulged in those pleasantries with you at the open- 
ing that he would then go further and recant the statement that he 
made, according to the press, that this hearing was going to be loaded 
with politics and that you were going to lead off the political battle. 

I think your statement was a very statesmanlike one and not at 
all political. 

Mr. Tatxe. Will the gentleman yield. 

Mr. Mutter. Not at the moment. 

Mr. Tauze. I can understand why the gentleman doesn’t yield. 

Mr. Mutter. Wait until I get through and you will probably be 
crying that I should yield. 

I don’t believe we should try to present testimony to congressional 
committees—and I am sure you will agree with me, Mr. President— 
by quoting from newspapers. For instance, the same quote that Dr. 
Talle attributed to you this morning in the interview that you said 
did not happen is referred to in this same newspaper attack upon this 
committee and this hearing as being political, by the chairman of the 
Republican Party, pretending to quote. He says you said the op- 
posite of what Dr. Talle says the columnist says you said, to wit: 

Up to 5 million unemployed was “unsupportable.” 

Now, it doesn’t matter which newspaper is correct or whether the 
man making the statement to the newspaper misquoted it or not. We 
on this committee are not concerned with the newspaper quotations. 

I think what we ought to do is ask you and other persons, know]l- 
edgeable like yourself, to come here and tell us what they know about 
the situation and give us their suggestions. 

Mr. Truman. That is exactly what I have tried to do, Mr. Con- 
gressman. That is exactly what I have tried to do. 

Mr. Motrter. I know you did and did it well. 

Mr. Truman. If it is not worth anything, that is up to you to de- 
cide. 

Mr. Mutter. As long as this political implication has been brought 
into the hearing, I think it should be placed on the record that every 
member of this committee and the press have been supplied by the 
chairman with a complete list of all the witnesses who will be called 
and there are plenty of Republicans, in and out of Government official- 
dom, who will be called here as witnesses to tell us what to do about 
this very serious problem. 

Incidentally, I like very much your definitions about recession and 
depression. I might add this one, of stabilization. Stabilization oc- 
curs, according to the GOP, when a Republican administration finds 
that the rate of unemployment does not increase to the same extent in 
March as it did in February, while to the Democratic Members of this 
Congress at least, we believe that stabilization occurs, or will occur, 
when the unemployed go back to work. 

Mr. President, you also referred to the fact, or rather one of the 
gentlemen asked some questions about buying our way out of this 
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depression. It is my recollection that in all the time you were Presi- 
dent, Government bonds were selling at a very low—bearing a low- 
interest rate, and you and your appointees in the Cabinet fought 
against increasing that rate. _ - 9 / 

“Now we see just the opposite happen during this administration. 
Never in the history of the country. have we paid as high an interest 
rate on Government bonds. Isn’t that so, sir? 

Mr. Truman. Well, I don’t know the exact detail on it, but I know 
it was absolutely unnecessary to increase the cost of service of the na- 
tional debt. In increasing the cost of service of the national debt, it 
caused all interest rates to go up over the whole line of business. I 
think there is some $800 billion owed in this country by people who 
are in business and otherwise and every one of them had to pay more 
for the service of that money. 

Mr. Mutrer. There is no doubt about that. Not only does it cost 
the Government more money, interest charges are a part of the cost of 
everything that is produced and sold. 

I didn’t hear any of our Republican colleagues on this committee 
complain about Republicans in and out of Government coming in be- 
fore this very committee and fighting for increased interest rates all 
up and down the line. 

Mr. Kirsurn. Will the gentleman yield ? 

Mr. Mutter. Yes. 

Mr. Kirnurn. Doesn’t the law of supply and demand enter into 
this? 

Mr. Truman. I[ couldn’t hear the question. 

Mr. Kinsurn. Doesn’t the law of supply and demand on interest 
rates operate the same as it does in other things? 

Mr. Truman. That is what the bankers say, but I don’t think it 
does. The Government sets the price, 

Mr. Mutrer. Mr. President, I hold your view and have been ex- 
pressing it before this committee regularly, that the interest rate 
has been regulated by the bankers, and this administration particu- 
larly has called upon the bankers to participate in the regulation of 
the interest rate—always upward, never downward. 

The CuHarrman. Mr. Widnall. 

Mr. Wipnatu. Mr. Truman, when you were President, did you 
control the interest rates as set by the Federal Reserve System ? 

Mr. Truman. I controlled it to this effect, that I never allowed the 
bonds, the bonds we sold to the boys in the war, on the plan that 
they paid for them by the month, I never let them go below par and 
the Federal Reserve bank helped me to do that and the Federal 
Reserve Discount Committee of the New York Federal Reserve Bank 
spent. 3 years trying to get me to raise the interest rate on borrowed 
money of the Government, and I wouldn’t do it. 

Mr. Wipnat. Those bonds were not marketable bonds. 

Mr. Truman. There are a lot of marketable bonds in them. You 
know what happened to the bonds in the First World War, don’t 
you? ‘They sold them at 414 and all of us got some of them. When 
Mellon became Secretary of the Treasury, those bonds went dov) to 
82, then they bought them all up and they never went below 100 or 
125 after that. That is what they are trying to do with these obli- 
gations. 
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Mr. Wipnatt. I can understand the confusion of some of the mem- 
bers of the committee because you say you believe strongly in certain 
things and you want to convert ‘people to your views. 

Mr. Truman. That is right. 

Mr. Wiwnatt. I find that reading the press, the quotes directly 
from you, that they differ greatly and I have a great deal of difficulty 
in finding out what you do believe. 

Mr. Truman. If you read exactly the things I put out for you to 

‘ead, you will find I am entirely consistent in every message that I 
sat to the Congress and in what I have just told you. ‘You can 
garble it all you please. It doesn’t hurt me any. 

Mr. Wipnatx. You said in your statement that we had to watch 
the Russians and we had to compete with them and it was very urgent 
because their economy was growing at the rate of 7 to 10 percent as 
compared with ours 

You can swing perc entage points around very readily, if a family 
gets 1 egg a year and they are now getting 2, they are up 100 percent. 
Here we have 100 eggs and we get 10 more, we are only up 10 percent. 

It is easy to contrast our economy with theirs in a very unfavor- 
able light that way. I think the figures as to production and as to 
our productive capacity during the last 5 years will show that we 
compare very favorably with Russia. 

Mr. Truman. I want to keep them that way. 

Mr. Wipnati. But your statement indicates that you don’t feel 
that during the past years—— 

Mr. Truman. I want to point up to you that the Russians are going 
up and we have been going back. That is what the trouble is. 

Mr. Wiwnatut. They have been going up in a sputnik but not in 
anything else. 

Mr. Truman. Well now they would argue with you on that. 

Mr. Wipnatt. The Chattanooga Times on March 1 stated: 


Most economists now believe that the principal stimulant in the recovery— 
this was back in 1949— 
was nothing that the Democratic administration did, but a tax cut which had 
been passed by the Republican Congress in 1948 over Truman’s veto and became 
effective in mid-1949. 

Mr. Truman. I vetoed that one, too. They passed it over my veto. 

Mr. Wipnatt. What is your comment on that, as to the effect of the 
tax cut that was passed ? 

Mr. Truman. I don’t think it helped. 

Mr. Wipnatt. What factors do you think contributed ? 

Mr. Truman. I think the country was in such good shape at that 
time, and we were working to keep it that way, that it recovered under 
natural causes and that recession never went as deep as this one has. 

Mr. Wipnatt. Isn’t the country in better shape now than it was 
at that time ? 

Mr. Truman. No. 

Mr. WipnatL. By way of a backlog of savings? By way of un- 
employment funds? 

Mr. Truman. Oh, of course, all those things are good. If they 
hadn’t been good, you would repeal them; wouldn’t you? 

Mr. Wiwnatt. There is no dispute about that, Mr. Truman. That is 
all. 
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The Cuairman. Mr. Barrett. 

Mr. Barrerr. Mr. Truman, I think you have filed a very splendid 
statement. 

I have no further questions, Mr. Chairman, and yield back my time. 

The Cuamman. Mr. Betts. 

Mr. Berts. Mr. Truman, in connection with your public-spending 
proposal, it occurrs to me there may have been a practical problem 
that I would like to have your comment about and that is this: 1 
think the question has been raised as to whether or not a tremendous 
outlay of public expenditures and benefits, the benefits may be de- 
layed and the costs come in much later. Arthur F. Burns made this 
statement : 

Hence, any large public works program such as many citizens are now urging, 
would do little to check recession this year. While it would sharply increase 
spending next year and still later years when our economy may well be ex- 
periencing inflationary pressures once again. In other words, if we embark 
on a huge public works program to deal with the recession, we will not solve 
our economic problems this year, while we will probably be adding to the 
troubles of later years. It is reassuring that the President has emphatically 
rejected proposals to saddle our Nation with a new PWA or WPA. 

I wonder if you would care to comment on that. 

Mr. Truman. Yes. I commented on it in my message to you this 
morning and it completely proves exactly what I said. Are you going 
to sit still and let the country go to hell and then have somebody come 
along and save it? 

Mr. Berrs. I am talking about whether the benefits would be de- 
layed, Mr. Truman. I am trying to get a practical answer. 

Mr. Truman. If you don’t do anything, you won’t ever find out 
whether it will have that effect or not. I would do something if I 
were in your place. 

Mr. Berrs. I gather from your answer the fact that you believe 
benefits may be delayed and still have a beneficial effect on the 
economy today. 

Mr. Truman. I don’t think it would hurt the economy at all. I 
wouldn’t advocate it if I thought so. 

Mr. Berrts. That is all the questions I have, Mr. Chairman, 

The Cruarrman. Mrs. Sullivan. 

Mrs. Suutiivan. Mr. Chairman, with your kind permission I take 
the opportunity as a Missourian, on behalf of this committee of the 
House of Representatives, to welcome our former President to this 
forum and to thank him for all of us for his patriotism and his de- 
votion to the public interest in coming here today. Having faced 
as a forthright, courageous, and decisively effective President of the 
United States the same problems which now beset our country and 
having shown in that role the imaginative boldness needed in meeting 
such problems, he is in a position now to share with us some of his 
wide experience and great insight and he is also able to inspire us, 
I know, to rise to the best of our own abilities to meet the current 
national problems. 

I am proud indeed, President Truman, that I have this opportunity 
to say to you, for this committee and for the American people, thank 
you, and thank you sincerely for honoring us with your presence 
and for sharing with us your knowledge of how the problems facing 
us can be met and solved. 
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I have one question that goes into a little detail and I would like 
very much to have your comment on it. 

Mr. Truman, for a long time as this recession mounted in intensity, 
at least until the level of unemployment soared over the 5 million 
mark and kept going up, the seriousness of the situation was officially 
played down on the theory that it was no worse than what was hap- 
pening in 1949 and, therefore, nothing to be concerned about. 

I wonder if you could tell us at what point, at what moment in the 
1949 recession did you not only begin to worry about what was hap- 
pening, but actually began doing something about it? Is my under- 
standing and recollection correct that all through 1948, while we 
were outwardly enjoying record prosperity—a situation something 
like 1957—you were warning Congress and the public, time after 
time, of the danger spots in the economy, and insisting and demand- 
ing that corrective actions start immediately. 

know you were warning of the effects upon the economy of the 
falling farm prices under the 80th Congress policies, and were defi- 
nitely urging action on basic economic programs; housing, farm in- 
come, better unemployment compensation, better social security, and 
so on. 

In other words, when did you start fighting that recession, at its 
very start, or after nearly 5 million were unemployed ? 

Mr. Truman. Well, the economic reports that were made to me— 
and the law required that they be made—always kept me informed 
as to what was going on and I was continuing to try to find any 
remedy possible for any area in the country that I thought needed 
help. Immediately I think you will find there was message after 
message sent to Congress while that was going on. No action was 
taken, but I think this Congress is in the mood to take some action. 

Mrs. Suutuivan. Thank you, Mr. Chairman, that is what I wanted 
to bring out, that you did recognize at the beginning that something 
was happening and you didn’t wait until we got into the plight we 
are in now to recognize it. 

That is all, Mr. Chairman. 

The Cuarmman. Mr. Mumma. 

Mr. Mumma. Mr. Truman, I have listened to your remarks with 
mingled feelings. I am a Republican and like to look at the matter 
in a very square way. I think that this particular situation we have 
today is a combination of some unfortunate circumstances. I happen 
to be indirectly connected with the construction business. We have 
had jobs that we have been trying to get started for the last month: 
maybe a little longer. But it always rains, or we have a flood. The 
Susquehanna River was up 5 feet and interrupted our operations. 

I have also been down to Florida lately, in February, and saw 
those fields that were frozen down there, the crops, and my conclu- 
sion was that there was nothing to help this recession or whatever 
you wish to call it, better than about 2 weeks of nice sunshine weather, 
and I still maintain that a lot of people will be put back to work 
as it is happening now on a smaller scale. Right in Harrisburg, I 
wouldn’t say we need any increase in public works. We are pretty 
near saturated with them, between the State and the National Gov- 
ernment. If we had much more of a program it would inflate our 
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labor costs, because the boys see all this work and they think they 
ought to get a little bit of it. 

So I am hopeful that within the next 2 weeks if we get that sun- 
shiny weather which we haven’t had—it is the same with those fields 
down in Florida. I looked at them last week and they looked much 
greener than they were, and it is surprising you can still get a glass 
of orange juice for 10 cents. 

Mr. Truman. I think, Mr. Congressman, you are entirely right. 
The weather and all conditions enter into this thing, and it seems 
to me that you can’t possibly afford to sit still, though, and let the 
weather do it all. 

Mr. Mumma. If it is raining very hard, can you imagine getting 
out and trucking over new-made ground and all those things! You 
just have to relax and enjoy it, you might say. 

Mr. President, I might ask you one question. I am no economic 
expert; but several weeks ago in Congress, Martin Dies gave a talk 
which I thought was very good and well received. He blames the 
automobile situation on a combination of labor and management in 
pricing themselves out of the market. I know of instances where 
people won’t buy cars. They worry whether the excise tax is going 
to be off, and they think they are too high. The Rambler people are 
going ahead doing twice as much business as they did last year, and 
the other things are in a matter of flux and they don’t know what 
is going to happen. 

I think it would be a nice thing if they would get together on the 
cost: of these things. 

In 1920, I remember an occasion very well when John Wanamaker 
put a full-page ad in the New York and Philadelphia papers and it 
said very simply: “Everything in our store reduced 20 percent. 
John Wanamaker.” 

Now, of course, I know more people are covered by labor contracts 
now than then, which might interfere. I happened to notice in the 
Miami Herald last week that some department store out in Hialeah 
advertised a special sale and they had pictures in the paper of the 
enormous crowds waiting to get in there and they said the store was 
sold out of merchandise within 21% hours. Now, that doesn’t mean 
every bit of merchandise, but it was sold out of merchandise, to their 
satisfaction. 

Now, what President Eisenhower said about buying, if the price is 
right, don’t you think that might help a whole lot ?- 

Mr. Truman. It certainly would if they have the money to buy 
with. 

Mr. Mumma. Now, Mr. President, you can’t go back on facts. The 
banks have more money on deposit than they ever had and there are 
a lot of small people who have money in there, and if they had an 
opportunity to spend it judicially without an inflated price, I believe 
it would be let go. 

Mr. Truman. I believe all those things would help. They will all 
help. 

The CHarrman. Mr. Reuss. 

_Mr. Reuss. Mr. President, you testified, and I think you are so 
right, that it is most important to close up the most glaring tax loop- 
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holes. Would you include the so-called depletion allowance as one of 
those loopholes? 

Mr. Truman. I certainly would and some of my best friends are in 
the oil business, too. 

Mr. Reuss. When you were President, did you recommend to the 
Congress the plugging of that loophole ¢ 

Mr. Truman. I did. 

Mr. Reuss. To your knowledge, has the present administration 
recommended that that loophole be plugged ? 

Mr. Truman. I don’t know. I don’t know. 

Mr. Reuss. Isn’t it your opinion that the best way of balancing 
the budget and even paying off portions of the national debt is to 
take vigorous and purposeful action to restore full production and 
full employ ment ? 

Mr. Truman. That is what I contend in this statement here. 

Mr. Reuss. Thank you, Mr. Truman. 

The Cuatrman. Mr. McVey. 

Mr. McVey. Mr. President, I am going to bring up a subject which 
I am sure concerns you and every one in this room. It has to do with 
the purchasing power of the dollar. As you know, in 1939, according 
to the consumers’ index and prices, the dollar was worth 100 cents. 
The dollar declined in purchasing power in the next 14 years until 
in 1953 it was worth 52 cents. It lost about half of its purchasing 
power. 

Since 1953, it has gone down about 4 cents more. It is now worth 
about 48 cents. That means a great deal to teachers who have retired 
on pensions—people receiving annuities and old-age payments of 
various kinds. ‘They can buy just about half as much with their 
money as they could before. 

Now you have recommended, today, a public-works program which 
runs into many billions of dollars. T have tried to summarize it and 
I reached $22.5 billion. Then I found there were certain subtrac- 
tions to be made, so I don’t know the exact amount but the question I 
wanted to ask you is: Is it likely that we can undertake a program of 
that character without a pretty big deficit spending program, and if 
so, what effect is that going to have on the value of the dollar? 

Mr. Truman. Well now, you have gotten into a subject that is con- 
crete, to me. I am sort of like Mark Twain. I will take rag money 
or hard money or any other kind I can get. When you begin 
analyzing the worth of ‘the dollar and so forth—well; we had several 
in the Senate who did that and one of them went crazy trying to 
analyze the dollar, and I am not going to try to do it. 

Mr. McVey. This is a subject that I don’t think concerns very 
much levity. It isa very serious subject. 

Mr. Truman. I appreciate that and I am not brushing it aside at 
all, but I never thought that this program that I have been willing 
to recommend here would do any injury to our economy. 

Mr. McVey. I am glad to hear you say that. I am in favor of 
certain parts of it. I am concerned, however, about keeping our dol- 
lar as valuable as we can. 

That is all, Mr. Chairman. 

The Cuatrman. Mrs. Griffiths. 
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Mrs. Grirrirus. Mr. Truman, I am a representative from the city 
of Detroit. A month ago unemployment in that city was something 
over 12 percent. At the beginning of this month it was something 
over i4 percent and I am informed that last week it was more than 
17 percent. This morning, additional plants have closed. 

Detroit has passed the point where it can wait. We realize what 
has happened now. Now, of course, the effect of the automotive 
industry is very great upon everyone else and various people have 
suggested an excise-tax cut, an auto excise tax. One young man 
within my constituency suggested that it not be put on for a period 
of days or months, but for as long as we have the present ies of 
unemployment. When unemployment reached 2 million, it would 
automatically be returned. 

Would you care to comment ? 

Mr. Truman. I am not familiar enough with the situation to com- 
ment on it. I think I know what brought about the automobile situa- 
tion. I think they just made too many cars and priced them too high. 
If I remember correctly, the biggest car salesman, the greatest car 
salesman this country ever had was named “Henry Ford,” and he 

made cheap cars and sold them so everybody could get them, and I 
don’t think ever cared much whether he had an excise tax or whether 
he didn’t. 

Mrs. Grirrirus. Thank you. Of course, Detroit and Michigan are 
for these bills that are before this committee, but we want something 
right now. 

Mr. Truman. I don’t blame you. Keep fighting, and maybe you 
will get it. 

The Cuarrman. Mr. Hiestand. 

Mr. Hiesranp. Mr. Chairman, I am very happy to have a chance 
to discuss one of these matters with our very distinguished past Presi- 
dent. 

Mr. Truman, your statement indicates that you have given quite a 
lot of study to this matter of fiscal affairs and in the lar ge spending 
to which our colleagues have referred. You must have ¢ given some 
thought to what the budget should be. For instance, for - fiscal year 
1959, would you care to just name a round number that you feel it 
should be ? 

Mr. Truman. It is almost impossible for a person who doesn’t have 
all the sources of information in his hand to do that. It would take 
me, sometimes, two months and a half to make a budget when I had 
all the information available. You can’t very well make a round 
statement on what the budget ought to be unless you know every bit 
of how it is constituted. 

The reason I was rather familiar with the budget, my experience 
was along that line, and when I got into the Senate ‘they put me on 
the Appropriations Committee. Now, I went through every budget 
that came up during that 10 years I was there and, of course, I made 
8 of them myself after I got to be President, or was responsible for 
the making of them. I didn’t, personally, add the figures together, 
but I knew every figure that was in it. Now, I can’t intelligently say 
to you what the budget ought to be. I would have to know ail the 
background factors that go into making one, and there is no way for 
me to get that infor mation. 
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Mr. Hiesranp. I appreciate that. I just had the idea that you 
were watching a trend and you might be able to advise us in round 
numbers, 1959, 1960 to 1964, because you have mentioned 1964, and I 
thought you may have some round number figure in your mind. 

Mr. Truman. No; I have not. These figures mentioned in here 
would affect every budget from 1959 to 1964. It is based on a 5-year 
survey made by some experts that I read with a great deal of interest 
not long ago, and it is worth reading, but it is ‘the driest document 
on earth. It is the easiest w ay to go to sleep at night, to try to read 
that document. 

Mr. Hrestanp. We appreciate that, I am sure. 

Mr. Truman, I know that you are very concerned about unemploy- 
ment, and you have undoubtedly given thought to what is needed ; 
namely, more jobs. We have Federal spending in excess of $ $70 bil- 
lion, and we have private industry spending something like $343 bil- 
lion—I believe that is some seven-tenths of 1 percent below the 
highest peak on record. Undoubtedly, you would rather see us create 
a climate that would give private industry greater chances to make 

more jobs, because they are five times as big. 

Mr. Truman. You are right. 

Mr. Hrestanp. And anything we can do toward incentive measures 
rather than punitive measures, you would favor ? 

Mr. Truman. Yes, sir. 

Mr. Hrestanp. I am happy to hear you say that. Then, this matter 
of Government spending. I know that you have given thought and 

that you must have determined in your own mind that any Govern- 
ment spending is, in a sense, inflationary. 

Mr. Truman. No; I never did come to that conclusion. 

Mr. Hiesranp. I just wondered about that one, because in Govern- 
ment spending we have something that turns a lot of money over 
without increasing sound, economic production; therefore, highly 
inflationary. Have you ever thought about the possibility that the 
seeds of inflation—and you are concerned about inflation, your state- 
ment is very clear on the matter—you are concerned about it. Have 
you thought that the seeds of inflation most frequently are planted 
In a recession ? 

Mr. Truman. Well, the inflationary situation that faced me when 
I went in as President of the United States had been brought about 
by the tremendous war effort which we had put to work and won the 
war with, and it was a tremendous use of all the plants that were 
ordinarily used for civilian purposes. They were shut up, and there 

was a shortage of goods and services and. everything else, and the 

ice index itself was climbing just like running up a stairway. 
ihe present situation, I can’t understand. This is called an admin- 
istered-price inflation, with which the Government had nothing what- 
ever to do, as far as I can see, and what we are trying to find now 
are remedies. I am just as interested in this—while I am not in the 
Government—as you are. I am here to get just as much information 
as I can, and these intelligent questions that hav e been asked me give 
me something to think about, and I appreciate it. I am always 
anxious that we not go through the tscaitiles which Germany went 
through and which China went through in this situation brought 
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about by their destruction in the war. So, I hope that we can work 
out a sensible approach to this thing, and these things that I have 
recommended, I think, are sensible approaches to it. 

The fundamental basis of the thing is, of course, that the Govern- 
ment, unless it wants to be a Socialist government, can’t own all in- 
dustry and keep the thing running. We have to encourage men to 
go to work and do something, and T believe in encouraging the little 
fellow. That is where we might disagree. 

Mr. Hiestanp. I can’t imagine anybody disagreeing on that one. 

Mr. Truman. Thank you. 

Mr. Hrestanp. However, I am greatly concerned about these prop- 
ositions for large spending, a large amount of which can’t get into 
circulation in less than 12 to 18 or 24 months, and I am concerned 
with how that can possibly help the immediate unemployed. I tried 
to study that situation, and it would seem to me that remedial meas- 
ures might be taken in the spots right away, rather than these gigantic 
spending measures. I am happy to hear you say that we cannot buy 
our way out of this. I think that is fundamentally sound. I wonder 
just how these big spending measures could possibly help. 

The Cuarrman. Mr. Ashley. 

Mr. Asner. Mr. Chairman, throughout the questioning of our dis- 
tinguished visitor this morning, there has been a reference to and a 
comparison of unemployment figures during the period of Mr Tru- 
man’s administration and that of the present one. There hasn’t 
been any reference—in fact, there has been considerable confusion— 
with respect to the seasonality factor. 

With your permission, Mr. Chairman, I would like to insert in the 
record at this point the United States Department of Commerce 
figures with respect to the unemployment rate, adjusted for season- 
ality, and those figures that are not adjusted for seasonality. 

The Cuatrman. Without objection, that may be done. 

(The information is as follows :) 


U. S. DEPARTMENT OF COMMERCE, BUREAU OF THE CENSUS, WASHINGTON, D. C. 


Unemployment rates—New definitions, adjusted for seasonality 
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1 Unemployment rate exaggerated by coal strike. 
Source: Bureau of the Census, February 1958. 
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Unemployment rates—New definitions, original series, not adjusted for 
seasonality 


{In thousands] 


Janu- | Febru- Au- | Sep- | Oc- | No- | De- 

Year ary ary |March! April | May | June | July gust tem- | tober | vem- | cem- 

ber ber ber 
1947 . 4.4 4.5 4.4 4 4.6 4.6 3.9 3.5 3.0 0 3.1 
1948 4.0 4.8 4 4.0 3.4 4.1 4.0 $ 3.4 2.9 3.4 3.6 
1949 §.1 5.8 5. 6 5.4 5.8 6. 5 7.0 6. s 6.1 8 6.0 
1950 7.7 7.8 7.0 6.0 5.3 5.8 5.4 4] 1.0 a 8 3.9 
1951 4.4 $4.2 3.8 3.2 2.9 3. 6 3.4 2.9 3.0 2.8 3.2 2.9 
1952 3.7 3.8 3.3 3.0 2. { 3.4 3.4 3.1 s { 2 2.5 
1953 3.5 3.2 2.9 2.8 2 2.8 2.7 2.4 2. { « 2 4.3 
1954 5.7 6.3 6.4 6.0 5 5.8 8 ) 5 4.6 4.9 4.8 
1955 : 5.8 5.7 5.2 1.9 4.2 4.5 4.1 9 3.4 3.9 4.0 
1956 1.7 4.8 4.7 $ 4.¢ 1.9 1.5 t l 3.9 4.1 
1957 1.9 4.7 1.3 4.0 4. ( 1.38 : 8 4 5.0 

1958 6.7 wer 7.7 


1 Unemployment rate exaggerated by coal strike. 


Source: Current Population Survey, Bureau of the Census, February 1958 


Mr. Asuury. Mr. Truman, the position of the administration as I 
take it, with respect to antirecession measures, is that this is not the 
time for a tax cut nor is it the time for any kind of public-works pro- 
gram. 

The principal antirecession measures, I think you will agree, that 
have been taken, have been taken by the Federal Reserve Board and 
to a certain extent by the Treasury. 

The Federal Reserve, as you know, sir, has lowered the rediscount 
rate on a number of occasions in the last 6 months. 

I found when I was back home during the Easter recess that the 
bank rates throughout the Toledo area tor your conventional loans 
are still 6 percent and, of course, they were 6 percent 6 months ago 
and the rediscount rate was considerably higher than it is at the present 
time. 

It certainly appears to me that the steps taken by the Federal Re- 
serve, at least as far as the rediscount rate is concerned, haven’t had 
any effect and they can’t have any effect until the banks pass it on 
to the borrower, and I am wondering, is this your experience up to 
the present time, sir ¢ 

Mr. Truman. It takes a long time for those financial measures to 
go into effect except where they are increasing the cost to the ordinary 
fellow. 

Now, it is going to take a long, long time for that to trickle down. 
That is the old-fashioned trickle-down theory. 

Mr. Asuuey. That is right, Mr. Truman, and that leads me to this 
question: Is there any way we can make it trickle down a little 
faster ¢ 

Mr. Truman. Now that is your job. 

Mr. Asuury. I am wondering what you would think of an expan- 
sion, let’s say, of our direct home program, our home-loan programs. 
Do you think that this might have a salutary influence, as far as the 
banks are concerned ? 

Mr. Truman. I think it would. 

Mr. Asutey. Thank you. 
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The next question I have goes to your statement, sir, and your sup- 
port of legislation to extend unemployment insurance and to create 
more realistic Federal standards. 

Do you feel that this should be done along the lines proposed by 
President Eisenhower, Mr. Truman? That is, that this should be on 
a loan basis to the States ? 

Mr. Truman. I think it ought to be on the same basis as is our pres- 
ent situation, only it ought to be extended and increased. 

Mr. Asiiey. In other words, the Federal standards should be up so 
that the employers in order to qualify would—lI see. Thank you, 
sir. 

I think that is all I have, Mr. Chairman. 

The Carman. Mr. Seely-Brown. 

Mr. See.y-Brown. Mr. President, it is always : » pleasure to have 
you here in Washington, sir, and I am very h: ‘ppy indeed that you 
are before our committee this mor ning. 

Most of the recommendations which you outlined in your speech in- 

volve Federal participation, or Federal action on one level or another, 
and that is true of all the actions which have come up from downtown 
and also the action which Congress itself has taken. We always get 
back to Uncle Sam doing something. 

In anything that Uncle Sam does, eventually all of us are going to 
have to pay for it in one way or another. I am sure we are all in 
complete agreement about that, but I would like to explore the idea 
that Mr. Mumma offered a moment ago and that is, would it not in 
your opinion, if we could have—it is a big “if,” I recognize also, 
but if we could have a voluntary 10 percent reduction in prices, 
would that not in fact be a very real, a very immediate stimulant and 
might it not be less costly in the long run than many of the other 
prograis which we are very properly considering at this time? 

Mr. Truman. I think it would be very helpful if there were really 
competitive prices in the country, and if the cost of living could come 
down to some extent. I don’t think that would be the full remedy. 

Mr. Seevy-Brown. Is it not so that whenever the price is right, 
the buyers are there to buy ? 

Mr. Trueman. Yes, if they have the wherewithal to buy with, they 
are. 

Mr. Sre.y-Brown. I was interested in your answer to Mrs. Grif- 
fiths when you talked about Henry Ford and the selling job he did 
and the one thing you might have added, at that time wag that he 
paid the highest wages in the auto industry. 

Mr. Troman. That is right. 

Mr. Srery-Brown. You would agree, then, that if the price is 
right, the buying that would result from that would be an immediate 
stimulant to our economy, whereas many of the actions we take here, 
and the legislation you have recommended would still take time. 

Mr. Truman. I have had a tremendous experience with this volun- 
tary price business you are talking about. These fellows who control 
those prices don’t volunteer very much when it is a matter of having it 
go down. 

Mr. Sre.y-Brown. But aren’t they recognizing more than ever 
what they may have to pay if they don’t follow this? 

Mr. Truman. I hope they will recognize it. 
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Mr. Szety-Brown. Thank you, sir. 

Mr. Truman. You are welcome. 

The CHatrman. Mr. Vanik. 

Mr. Vanix. Mr. Truman, as a member of this committee, I feel we 
have had a great and historic privilege in your presence today. 

Now, Mr. ‘Truman, in your opinion would the conduct of national 
affairs be enhanced if the Chief Executive and the conference could 
more frequently meet in a face-to-face discussion of national issues 
as we have done today ? 

Mr. Truman. I always had very pleasant visits with the House and 
the Senate both when I was in the White House and we had some 
very strong debates on many subjects. I used to have a whole bunch 
of men up there at least once a month.. And sometimes I would get 
hungry at the White House and come down here, and they would fur- 
nish me with a lunch and we would have more of those discussions. 

I have eaten in your dining room many a time with the Speaker 
and a great number of you and the same way on the other side of 
the Capitol. I have found these meetings very satisfactory and very 
helpful. I liked it. I still like it and that is the reason I am here. 

Mr. Vani. Mr. President, a few days ago we were told that one 
of the ways to help correct the present condition was to “buy, buy, 
buy.” W hile a few months ago I recall that we were advised to save. 

Now, in my household my wife does the buying and I try to do the 
saving. Now how can we reconcile these pleas ? 

Mr. Truman. I want to say it is the reverse at home. My wife is 
the saver and I am the spender. 

Mr. VantK. In your opinion, Mr. Truman, are the present recession 
forces temporary or are they inclined to be chronic? 

Mr. Truman. I fear they might be inclined to be chronic. That 
is one of the principal reasons Iam here. I sincerely hope they won't. 
I went all through the other depression. I know what it is and it is 
one of the saddest things you can go through. Especially if you are 
in a place of responsibility, which I did happen to be all during that 
time, and I sincerely hope the situation will not develop to the point 
where it was in the early 1930’s. 

Mr. VantK. Now, Mr. President, it is my understanding that our 
present work force includes some 5 million workers who are over 65 
and approximately 2 million who are under 16. In order to create 
working billets, would you support the increase of social security 
benefits sufficiently high to induce those over 65 to retire, and similarly, 
to induce those under 16 to remain in school ? 

Mr. Truman. I will tell you something. I am over 65, and I don’t 
want to retire. 

Mr. Vanrs. It is my further understanding that in the total 
presently employed, ranging between 60 million and 62 million people, 
depending on who provides the figures, 10 million are holding dual 
or multiple jobs. Sometimes referred to as moonlight jobs. 

What would be your recommendation to induce the distribution of 
the dual, or moonlight jobs among the unemployed ? 

Mr. Truman. I have been through all that time and time again and 
that is one of the most difficult things you ever attempted to solve. 

The best thing to do, I think, is to follow through on some of these 
recommendations and do everything you possibly can to get all indus- 
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price situation. This is the funniest thing I ever saw in my life. They 
are on half time—the steel outfits are on half time and that is one of 
the best barometers you’ve got—and yet prices are going sky high. 

That doesn’t fit together at all and I have tried my best to make 
it plain. I think if you iron that out, you will do much more good 
than to go into the details you are talking about, though something 
like that might be helpful. I am not criticizing that because I have 
argued it time and time again and it is a darned hard thing to do. 

Mr. Vanrx. Wouldn’t a wage increase for some of these workers, 
or an increase in their capacity to buy, decrease the necessity for dual 
employment, by the same token ? 

Mr. Truman. That probably would be the case. Of course, there 
are a lot of people who like to work and there are a lot who don’t. 
You can’t tell about a thing of that kind. 

Mr. Vani. Mr. President, in my community the steel industry is 
operating closer to 20 percent rather than the 50 percent figure that 
is indicated, principally because it is a steel manufacturing city. 

Now we have a peculiar situation. While there is an adequate 
supply of automobiles in storerooms, there is also a remarkable supply 
of orders. They just fail to mesh and the result is that some people 
have to wait 4 or 5 weeks to get an automobile that they might like. 
Perhaps a low gasoline burner, an economical car. 

The result is that orders are unfilled while stocks are piling up. 
My question is this: In your opinion, does the confidence of business 
in this current situation match up with the confidence of the con- 
sumer who continues to buy until he received a layoff notice in his 
envelope ? 

Mr. Truman. I don’t know. I really don’t know. I can’t answer 
the question. I am sorry. It gives me something to think about, 
however. 

The CHatmrman. Mr. Henderson. 

Mr. Henperson. Mr. Truman, you don’t hold out much hope for 
operating the country on a balanced budget for the next year or two? 

Mr. Truman. Well, I think the tax structure if it is set up as it 
should be, there wouldn’t be any trouble about balancing the budget. 

Mr. Henperson. The tax structure you propose is a reduction in 
taxes by about $5 billion accompanied by an adjusted increase of 
$2 billion? 

Mr. Truman. No, an adjusted increase of $5 billion. I am not for 
a tax reduction under ordinary circumstances, but the proper ar- 
rangement of the tax structure of the country would meet the situa- 
tion. 

Mr. Henperson. You were not able to operate under a balanced 
budget. 

Mr. Truman. Yes, I did, as long as the Congress behaved them- 
selves. 

Mr. Henverson. Your plan that you presented to us was that there 
would be an overall tax reduction, or you would think the tax income 
would be the same, which is it? 

Mr. Truman. The tax iacome would be the same. There is no 
overall tax reduction. I am not in favor of it. I am for the adjust- 


try to go on as great a scale of expansion as they can and fight the 
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ment that I outlined very carefully and particularly in that speech 
which I hope you will read again. 

Mr. Henperson. You were outlining also, though, increased ex- 
penditures by way of public works. 

Mr. Truman. Yes; and in the hope that the economy will expand 
along with it from $433 billion to $600 billion. Take that into con- 
sideration, also. 

Mr. Henverson. In your proposal for increased social security 
benefits, you said nothing about the expense of the increased benefits. 
Would that be accompanied by increased tax ? 

Mr. Truman. It would have to be met in the same way as it is 
met now. 

Mr. Henpverson. Do you feel that there is anything the States, 
themselves, can do to assist in this program of bringing the country 
out of recession or do you feel it is all a Federal Government 
pronosition ? 

Mr. Truman. No, no. No,no. I think you will find complete co- 
operation in the States. We just told about one right over here in 
Pennsylvania, where there was too much work and the weather was so 
bad they couldn’t get it all done. That is a good democratic ad- 
ministration, too, by the way. 

Mr. Henperson. That is all the questions I have. 

The Cuarrman. Mr. Rutherford. 

Mr. Ruruerrorp. Mr. Truman, I feel very definitely that you 
should be commended for presenting yourself before this committee, 
but more so not only your personal appearance but for the frank- 
ness—that is your sincere dedication to this country without material 
or political things to gain by appearing here. 

i think you should also be commended for improving the unem- 
ployment situation merely by your appearance here this morning. By 
this I mean it is apparent to me that full employment must have been 
created by the GOP Research Committee in its efforts to prepare for 
your appearance before this committee today. However, from some of 
the statements made about your administration by the users of the 
GOP material, it seems the Republican researchers must have hired 
unskilled rather than skilled workers. 

Mr. Truman. I appreciate that very highly. 

Mr. Ruruerrorp. I have no further questions, Mr. Chairman. 

The Cuarmman. Mr. Chamberlain. 

Mr. Cuampertain. Mr. President, I would like to join my col- 
leagues who have welcomed you here to our committee to help us as 
we try to reason with this serious problem that is facing our country. 

Like Mrs. Griffiths, I come from Michigan. She is from Detroit; 
I from the industrial cities of Flint and Lansing. In our district 
we have more automobile workers than in any other district in the 
United States. 

We are greatly concerned with what is happening within the auto- 
motive industry. The most recent figures that I have before me 
show that in 1958 as compared with 1957, our automobile production 
is down one-third, and the unemployment in Flint is about 14 per- 
cent; in Lansing, close to 9, and as she indicated, in the State of 
Michigan, somewhere between 15 and perhaps 17 percent of our total 
labor force. 
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It is a serious problem. While we don’t regard the repeal of the 
excise tax as a relief for Michigan’s proposition, we feel it would 
help the whole economy. We use 69 percent of all the plate glass 

manufactured in the automobile industry ; 23 percent of all the steel; 
72-percent of all the leather; and, of course, rubber, that is high, too. 

Now I am wondering, sir, in looking at your recommendation here 
for this tax cut, you say “to revise the tax structure and reduce it 
about $5 billion,” I wondered if, in arriving at that you had given 
consideration to the repeal or reduction of the automobile excise tax 
and what your views are with respect to it, sir. 

Mr. Truman. Well, it is the business of the congressional com- 
mittees to go into all these things in minute detail and if you revise 
the tax structure on an equitable basis, it takes everything into con- 
sideration. I am not advocating any special cut anywhere. That is 
a matter that these committees have to work out. 

Mr. CHamperuain. You feel that it should be considered at the 
present time by the committees ? 

Mr. Truman. Well, if it is not considered, and if I were you and 
in the good lady’s place, I would have somebody understand why it 

rasn’t considered. 

Mr. CHamMBerarn. I am sure we are working to that end, sir. 

Now, on page 9 of your statement here you stated : 

Also as a long-range measure, unemployment insurance coverage should be 
extended and Federal standards should be established to bring about a greater 
degree of uniformity in the various laws. 

I am wondering if you could elaborate just a bit as to what you 
meant with respect to bringing about “a greater degree of uniformity 
in the various laws.” Do you mean between the St ates, sir? 

Mr. Truman. Between the States and the Federal Government. 

Mr. Cuampernarn. May I add to that and say I couldn’t agree 
with you more, that if we could achieve some uniformity within these 
laws, it would be very helpful. 

Mr. Truman. It would be exceedingly helpful. 

Mr. CHAMBERLAIN. Now just per mit me, sir, to go off on a little 
whim that I had some time ago that was in keeping with this earlier 
comment, here, about stimulating sales. 

Up in Flint and Detroit they are having these big “you auto buy” 
campaigns. I have just. returned from meetings where they have re- 
ported their results. It is tremendous what they have accomplished. 

Now you will agree with me, sir, that the President of the United 
States has a tremendous prestige in calling upon the people of the 
country for cooperation when we havea problem. 

Mr. Truman. That is right. 

Mr. CHAMBERLAIN. It just occurred to me several days ago, and I 
kind of dismissed it as an idle idea, that I shouldn’t really mention 
out loud, even to my wife, that if the President of the United States 
would call upon all the merchants, our whole business community, to 
have a President’s sale, to see what we could do to encourage spending, 
that perhaps something might come of it. 

Would you care to comment on an idea like that? 

Mr. Truman. Why don’t you take it up with him and see what 
kind of results you get? I can’t do it. 
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Mr. CHampBertaiIn. May I ask you this: If you were President 
now, would you say that would be an idea that you would like to 
entertain ? 

Mr. Truman. I never like to answer hypothetical questions. If I 
was something else and was doing something else. I like to do what 
Iecanwherelam. Iam not contemplati ing being President any more, 
thank you. 

Mr. Cuamper.ain. May I thank you for coming down and sharing 
your views with us today. 

Mr. Truman. That is all right. 

The CuHarrman. Mr. Coad. 

Mr. Coap. Mr. Chairman and Mr. Truman, I feel you have made a 
very enlightening statement here. It has been very clear and concise, 
and to me, it is very helpful, and I consider you to be one who has 
always been fighting for a rising economy and a stronger country 
and I appreciate your presence, here. 

Inasmuch as you have made the statement that this is an admin- 
istered inflation—speaking of the inflation angle of it—do you feel 
that with the 75 to 90 percent of all our prices being administered 
prices, that we can stand the farmer alone on supply and demand and 
that he can survive in this administrative economy ? 

Mr. Truman. I never was for it. I was always for parity and I 
still am. 

Mr. Coan. Well I once thought this administration was, too, ac- 
cording to oy reading of the campaign promises of 1952 

I noticed a year ago there were 1.8 million of our farmers who 
moved off of the farm and went to the c ity. Do you feel this has been 
a contributing factor to our unemployment and recession ? 

Mr. Truman. I can’t answer that question. Of course, it has had an 
effect, but I don’t know how much or in what manner. The facts in 
the case are that 1 man now can do the work 5 men used to do on the 
farm and I used to do some of that 5-man work, myself. 

Mr. Coap. On page 6 of your statement you said, “We have been 
holding back on such things as dams and schools and buildings that 
we need.” 

Some years ago—and you live in the Missouri Valley, and I am 
very close to it—there was a plan Seana for a Missouri Valley 
Authority. Would you care to comment on a plan of development of 
the Missouri River which might be along the line of your thinking? 

Mr. Truman. We never could get the seven States who constitute 
the drainage area of the Missouri River in the right frame of mind. 
We have almost got the most important job contemplated, the flood- 
control job. We almost have that completed and I think we will have 
it with a few more appropriations. 

Mr. Coap. Would you care to comment on Hells Canyon? 

Mr. Truman. I made a speech on that subject and eve rybody knows 
how I feel about Hells Canyon. I feel that is one of the worst give- 
aways in this whole thing that has happened. It is almost as bad as 
Dixon- Yates. 

Mr. Coan. I notice on page 4 of your statement that, in totaling the 
loss of income since 1953, that it amounts to $97 billion loss in income 
from the sources of wages and salaries, farm income, corporate profits 
and unincorporated business and professional income. 
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A moment ago one of my colleagues on the other side of the aisle 
was commenting on the fact that we might spend $22 billion and he 
said it might be less than that because there would be some deductions. 

It would seem to me that we can hardly afford to do less, with the 
amount of income that we are losing, than to activate some of these 
programs which you have contemplated and presented here. And 
then I have one final question: 

When you were President—and this is not an “if” situation this 
time—when you were President, did you receive Congressmen and 
Senators for individual conferences / 

Mr. ‘Truman. Ail the time. It took up the most of my time. 

Mr. Coap. Did it ever happen that you received freshmen Congress- 
men ¢ 

Mr. Truman. I received any Congressman who wanted to come in. 
All we had to do was arrange the time schedule so it could be made 
possible. I tried my best to see any Congressman or any Senator 
who had anything he wanted to talk to me about and I had regular 
meetings once a week with what was called the Big Four. That is the 
presiding officer of the Senate and the House and the leaders of the 
Senate and the House, and the Democratic Party. 

Mr. Coan. I appreciate your statement very much. I have tried 
for over a year to see the President and I have made many repeated 
requests and so far I have received only the reply to read his speeches. 

Mr. Truman. Well you never can tell about a thing of that kind. 
eee has any idea of what the President does unless he has done 

himself. It is a six-man job, and there just isn’t time enough, 
dele enough in the week or hours enough in the day to do it ‘all 
exactly like it ought to be done. And you must remember that is one 
of the most wearing jobs in the history of the world and the most 
powerful and you must be as considerate as you possibly can. My 
sympathy is aways with the President. 

Mr. Coan. I appreciate that very much and I am sure that every- 
thing you say along that line is true, but from my standpoint, I 
would still like to have an appointment with the President. 

Mr. Truman. Well I would keep at it until I got it. 

I want to say to this gentleman over here, that I did not mean to 
be rude. I just can’t answer those “if” questions. 

I want to be as courteous to everybody on this committee as though 
1 were sitting up there on the bench, myself, as I did at one time. 

The Cuarrman. Mr. Anderson. 

Mr. Anperson. I want to thank you for the honor you have con- 
ferred upon this committee by making this appearance before us 
today, and the enormous crowd filling this hearing room attests to 
the good sportsmanship you are exhibiting by agreeing to answer 
any and all questions here this morning. 

Certainly the statement you have given us is the finest. discussion 
I have seen up to this point on the problems that face us in our 
present difficult economic situation. 

The situation that exists today, as you point out in your statement, 
here, is unique. We have an inflation which is a result of admin- 
istered prices, and the hallmark of the administration policy in 
dealing with this inflation, ever since they took office in 1953, has 
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been to fight inflation with a policy of high interest and tight money 
or scarce money. 

They have said that if the policy brings a recession, they had 
planned it to bring a little recession, anyway, and they still call this 
just a healthy readjustment and they still say that inflation is more 
of a problem than is the recession. 

Now, what do you think of placing reliance on the policy of tight 
money "and high interest to fight a price inflation which is not the 
result of too little goods and too much money, as you point out in 
your statement. The circumstances are exemplified again, as you 
point out in your statement, by Big Steel, where headlines in the 
Washington papers in the past 2 weeks show that the production of 
steel is at a 12-year low, the lowest production rate we have had in 
the past 12 years. Nevertheless, the steel industry has had 19 price 
rises since the war to bring the price of steel to an alltime high. 
Along with that, the profits of the steel industry in this country are 
quoted for 1957 as being more than ever before in history, despite 
the fact that production | now is less than 50 percent of capacity. 

Now, what do you think of the policy which places primary de- 
pendence on fighting that kind of inflation by making money scarce 
and hard to get ? 9 

Mr. Truman. W ell, I am here to see if I can’t help make some sug- 
gestion that will cure that. I think the attitude of the Secretary of 
the Treasury raising interest rates on the cost of the national debt 
started the whole thing. 

Mr. Anverson. Do you think that that is an appropriate way to try 
to fight an administered pr ice inflation? Do you think it is an effec- 
tive way to bring down prices ? 

Mr. Trum. an. I don’t think it has worked. That is the only answer 
I can give you. 

Mr. Anperson. Well, it will bring down prices if we can get an- 
other 1929. 

Mr. Truman. Well, I don’t want to see that, no, indeed. 

Mr. Anperson. Again I want to express my appreciation and admi- 
ration to the President for having the fortitude to come here and face 
this committee this morning. 

Mr. Truman. Thank you very much. 

The Cuarrman. Mr. Breeding. 

Mr. Breepine. Mr. Chairman, Mr. President, it is indeed an honor 
for me as a Kansas farmer to be here and to ask a question this morn- 
ing of a former President of the United States, and I wanted to com- 
ment a little bit on the agricultural situation, since I come from per- 
haps the largest wheat-producing congressional district, in America. 

Looking back over the time when you were President in 1946, 1947, 
and 1948, “and along about that time, wheat was $2.25 a bushel, most 
of the time. At that time a loaf of bread was 15 cents. A tractor 
was about $1,500. Today, that loaf of bread is 25 cents. That tractor 
to farm with is twice to three times as high as it was then, and wheat 
is $2 per bushel. 

Under this administration we were promised 90 percent of parity, 
and full parity in the marketplace, and yet they consistently ask for 
60 to 90 percent. 
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In my area, many of the farmers are going broke. Many of the 
business houses in our small towns are closing their doors. 

We would like to buy the cars that labor makes, but we cannot get 
enough money ahead. Is there any suggestions that you could give 
that we as Congressmen here could bring out or do in regard to pas- 
sing legislation that would help this agricultural situation? I know 
that the cost of food is higher. Yet the income of the farmer is goin 
down and I, too, went through the depression in the thirties and 
know that if it goes much further that there is only one thing left and 
that is bankruptcy for all of us. 

Could you give me some suggestior as to what we could do as Con- 
gressmen to bring about a better equality in agriculture, with other 
segments of our economy ? 

Mr. Truman. Well, I will tell you what I will do with you. I will 
send you a copy of my farm speech which goes into it in some detail 
and it is too long to make to this committee right now. I will send 
you a copy of it. It will answer your question to some extent. 

The recommendations I have made in my statement are general and 
I am hopeful they will be of some practical help in getting the job 
done. 

The farmer’s case is a special one and it has to be gone into in some 
detail, but I have always had the hope and I always wanted to see 
parity for the farmer, along with other industry. I don’t want to 
make any special privilege man out of him at all, but I don’t think 
he should suffer, from what you have just described right now, and he 
is suffering from that. My two nephews are running a 600-acre farm 
and I know. 

Mr. Brerpine. As farmers we are not asking for any special privi- 
lege, we are only asking for a fair share of the income of the Nation. 

Mr. Truman. That is right. 

Mr. Breepine. Again I want to say it has been a privilege to be here 
and to ask you a question. I consider it indeed an honor and I hope 
you live long and prosperously. 

Mr. Truman. Thank you very much. 

The CuHarrman. Mr. President, you have done a great honor to 
this committee by appearing before it and have performed a great 
service to your country. The representation was not made upon any 
political considerations. You occupied a tremendous position in 
American Government and life, and it was based on profound friend- 
ship and respect for you and the fact that I knew as you have always 
done, you would tell the truth, the whole truth, and nothing but the 
truth. 

I know I speak for the committee when I say we are grateful to you 
for having come here voluntarily to render a great service to it and 
to your country. We thank you. 

Mr. Truman. Thank you, Mr. Chairman, thank all the members 
of the committee. You have been as courteous to me as any man 
could ask. I appreciate it and I think maybe I have enjoyed it as 
much as you have. [Applause. ] 

The Cuarrman. Our next witness will be Gov. Albert B. Chandler, 
of Kentucky. Governor Chandler has been Governor, a United 
States Senator, and a Governor. Again, he has also presided over a 
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game that is about to open its season this afternoon. He has been 
baseball commissioner. 

We welcome you, Governor Chandler, and we will be very glad to 
hear your statement with regard to conditions that prevail in our 
State. 

Mr. Taiz. May I say a word for the minority? I remember Gov- 
ernor Chandler from his services in the Senate, and baseball is my 
game. I not only want to welcome you for the minority, but I want to 
thank you heartily for bringing this good weather. This is the first 
sunshine we have had in 1958. 

The Cuarrman. You know the sun shines brighter on my old 
Kentucky home. 


STATEMENT OF GOV. ALBERT B. CHANDLER, STATE OF KENTUCKY 


Governor Cuanpuer. Thank you, Mr. Chairman, Dr. Talle, and 
ladies and gentlemen of the Banking and Cur rency Committee. 

Appearing after former President Truman is like having to follow 
Joe DiMaggio or Ted Williams in the batting order, ‘but I am 
grateful to you for your generous invitation and for giving me the 
opportunity to speak br iefly to you on behalf of the people of my 
Commonwealth. 

I think at the outset I would be remiss in my duty if I did not 
pay a tribute to the chairman of this committee who for nearly 30 
years has represented the people of our Commonwealth and_ has 
attained to this eminent position. I feel certain that because of his 
great eminence and great wisdom, I can bask in the reflected glory 
of the moment. It is a great honor for me to pay you this tribute 
at the outset of my presentation. 

With malice toward none, I intend to give you facts as they per- 
tain to the present economic situation in the Commonwealth of 
Kentucky. I am here as a spokesman, for the people of the Common- 
wealth of Kentucky, to let you know what effect the current recession 
is having on the people of our Commonwealth, and to give you an 
opinion of what remedial measures might bolster best our faltering 
economy and provide some relief and some jobs for our unemployed. 

Although the facts I have to report to you are somewhat grim, I 
want to make it perfectly clear that I believe our economy is sound 
basically, and that I have complete faith in the American people. I 
have faith that they can and will triumph over this new threat to our 
way of life as they have overcome all dangers that have imperiled our 
Nation’s rise to greatness. 

Mr. Chairman, I may say here that I have also undertaken to digest 
the bills that are before this committee—the Spence-Fulbright bill, 
the bill by the distinguished Texan, Mr. Patman, by Mr. Rains, and by 
others, and at the conclusion of these remarks I will either, as you 
prefer, file them for the record or undertake to comment briefly on 
what we have. 

The CHarrMAN. You may insert your statement in the record. 

Governor Cuanpier. Thank you very much, Mr. Chairman. 

Present rates of unemployment for the entire Commonwealth of 
Kentucky are 13.6 percent of insured workers. We estimate that there 
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are over 126,000 unemployed in Kentucky, out of a total labor force 
of 1.2 million workers. 

More than half of these unemployed people are not covered by 
unemployment insurance. 

The counties with the largest number of unemployed workers are 
those in urban areas where jobs in manufacturing industries are 
usually more plentiful or in areas dominated by a single industry such 
as coal mining or apparel. 

I have maps, Mr. Chairman, which I will file with the committee 
so that you can take a specific look at those. 

The Cuarrman. The maps referred to will appear in the record 
at this point. 

(The maps and comment referred to are as follows :) 


STATISTICAL JOURNAL OF ECONOMIC SECURITY IN KENTUCKY 
FEBRUARY 1958 


AN ANALYSIS OF INSURED WORKERS CLAIMING 
UNEMPLOYMENT INSURANCE IN FEBRUARY 1958 
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(Prepared by research and statistics service of department of economic se- 
curity: V. KE. Barnes, commissioner; C. B. Hannah, director, division of unem- 
ployment insurance; Aaron Paul, director, division of public assistance; Luther 
Minyard, director, division of children’s services; L. P. Jones, director, division 
of employment service; H. B. Fithian, director, division of personnel security.) 


AN ANALYSIS OF INSURED WORKERS CLAIMING UNEMPLOYMENT INSURANCE IN 
FEBRUARY 1958 


There were more unemployed insured workers in Kentucky in February 1958 
than at any time in the 19-year history of the unemployment insurance pro- 
gram. In the average week of February 1958, 55,653 workers filed continued 
claims for a week of unemployment and this was almost 2,000 higher than the 
former record of 53,718 in April 1954. In each of these 2 periods of economic 
recession there was a ratio of 13 workers unemployed for every 100 employed 
and in both periods the ratio of insured unemployment was higher in Kentucky 
than in most other States (at mid-February 1958, only 2 States were higher 
than Kentucky). 

The present unemployment situation in Kentucky is the result of a variety of 
local conditions in addition to the effects of the nationwide recession. Some 
of the underlying causes are described in the following analyses of: (1) the 
geographical distribution of unemployed workers in Kentucky, and (2) the ex- 
tent of unemployment in various types of industries. 


GEOGRAPHICAL DISTRIBUTION OF UNEMPLOYMENT 


The counties with the largest numbers of unemployed workers are those in 
urban areas (where jobs in manufacturing industries are usually more plenti- 
ful) and in areas dominated by a single industry (such as coal mining or 
apparel) as shown in the map on the opposite page. The largest number of 
unemployed workers was in Louisville and Jefferson County (13,357), but 
the coal mining county of Pike ranked second (2,716). The unemployment situ- 
ation at Louisville is much more serious now than during the 1954 recession 
and this is true also in Owensboro (Daviess County) and Ashland (Boyd 
County). In these three areas the manufacture of durable goods such as steel, 
machinery, electric appliances, and transportation equipment is important to the 
local economy and the most serious job losses have been in durable goods 
industries (as will be shown later). 

In most of the coal mining areas in both eastern and western Kentucky the 
Situation is as bad or worse than during the 1954 recession—with the difference 
that now there are literally thousands of coal miners who have exhausted their 
rights to unemployment insurance and are not included in the count of the 
unemployed although many are not working. 

The unemployment problem in Kentucky is not restricted to the urban areas 
and coal mining counties. In 10 rural counties of Kentucky there are more 
unemployed workers than there are workers employed in industrial jobs, in 
other words, these counties have ratios of 100-plus insured unemployed workers 
per 100 workers in covered employment. These 10 counties and 18 more with 
rates of insured unemployment of 45 or above are identified on the map on the 
opposite page with solid black shading. All of the larger urban counties have 
fewer than 15 insured unemployed workers per 100 workers with jobs in covered 
employment: The highest rate is 12.9 in Daviess (Owensboro) and the lowest is 
6.5 in Fayette (Lexington). 

All of the larger urban counties in Kentucky, except Fayette, have rates of 
insured unemployment as high as or higher than the national average, which 
was about 7.5 in mid-February. Even so, the rates in the urban areas are not 
nearly so high as in most rural areas. 

There is a serious insufficiency of industrial job opportunities in most rural 
areas of Kentucky and workers have to leave home to seek jobs. Some com- 
mute to cities in nearby counties and other migrate to other States. When the 
away-from-home job ends, as many have during the present recession, the work- 
ers return home to file claims for unemployment insurance. There were 8,201 
workers in Kentucky filing claims based on wages earned in other States in 
February 1958. 

A high proportion of the job openings in many rural areas provide work for 
only.a few months each year in seasonal industries or work in low-pay occupa- 
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tions, so there are serious problems of underemployment as well as of unem- 
ployment. 

The insufficiency of industrial job opportunities in Kentucky’s rural areas 
is a product of the transition during the last half century from an agricultural 
to an industrial economy. Although the growth in industrial jobs has been 
greater in Kentucky than in most of the other Southern States, it has been far 
short of that needed to absorb losses in farm jobs and labor force increases 
from population growth. This problem was not caused by the present national 
recession, but it has been aggravated by it because the problem can be solved 
only by a continuous increase in industrial jobs. 

The workers who migrate from rural areas to the cities in search of jobs are 
usually the younger workers. They leave behind a rural population in which 
older people and children—persons in dependent age groups—greatly outnumber 
those of working age, a population with low income and low purchasing power, 
one that cannot provide a good market for the products of the factories in the 
large cities. Both urban and rural areas would benefit in the long run from 
improved economic prosperity for rural areas, but the most feasible way to 
achieve this is to secure a better balance between agriculture and industry by 
locating more industrial jobs in rural areas. Location of more factories in rural 
areas would also make it more difficult for an enemy to paralyze our industrial 
production by the use of nuclear bombs or missiles. 


EXTENT OF UNEMPLOYMENT IN VARIOUS INDUSTRIES 


The preceding analysis was based on unemployed workers living in Kentucky, 
and the February 1958 total of 55,653 included 47,452 laid off by Kentucky em- 
ployers and 8,201 laid off by out-of-State employers. The following analysis is 
based on workers who lost their jobs from Kentucky industries, and the Febru- 
ary 1958 total of 50,077 includes 47,452 filing claims in Kentucky and 2,625 filing 
elaims in other States. 

The 50,077 unemployed workers from Kentucky industries in February 1958 
is slightly below the peak reached in recessionary 1954, but is 17,869 higher than 
in relatively prosperous February 1956. A comparison of the increases in indi- 
vidual industry groups since 1956 will pinpoint the Kentucky industries which 
have suffered the most serious increases in unemployment during the present 
recession. February 1956 has been selected for this comparison because the 
increases in unemployment from manufacturing industries started prior to 
February 1957. 

The largest increase was in manufacturing industries, with a total of 20,982 
insured unemployed workers in February 1958, a net increase of 10,369 over 
February 1956. A major part of this increase was in durable goods industries, 
as shown by the chart on the opposite page, including increases of 2,883 in elec- 
tric and nonelectric machinery and appliances, 1,932 in primary metals (steel 
mills), 1,390 in lumber (plus 319 in furniture), 645 in transportation equipment, 
and 472 in chemicals. In three of these durable goods groups, the insured un- 
employment in February 1958 was at least 5 times higher than in February 1956 
(the groups are machinery and appliances, primary metals, and transportation 
equipment). Most of the other durable goods groups had double the unem- 
ployment of 2 years ago. The largest increase among manufacturers of non- 
durable goods was 1,121 in apparel. 

In nonmanufacturing industries, the largest increases over February 1956 
were in mining (3,624), trade (2,404), personal, business, and professional serv- 
ices (683), and transportation, communication, and utilities (748). Unemploy- 
ment in construction was about the same as 2 years ago. 

In comparison with recessionary June 1954, there is more unemployment now 
in all nonmanufacturing industry groups except mining. There are only a little 
more than half as many unemlpoyed miners now as in June 1954—at least only 
half as many are counted among the insured unemployed, but may thousands 
more have exhausted their benefit rights and are still not working. Some of 
the manufacturing industries have higher unemployment than in June 1954 (such 
as primary metals, lumber, food and beverages, and chemicals), while others 
have less than in 1954 (apparel and tobacco), and unemployment in machinery 
and appliances is just about the same as in the last recession. 
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A more detailed analysis of the distribution among industry groups of insured 
unemployed workers in February 1958 and earlier years is given in the tables 


on the following pages: 


Unemployed workers from Kentucky industries—Number of unemployed workers 


from Kentucky industries covered 


Industry 


Total, all industries 
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Coal mining- 
Crude oil and natural gas__. 
Other mining and quarrying. 


Contract construction - -- 


Building construction 
Highway, street, and other heavy 
Special-trade contractors 


Manufacturing -- 


Food and beverages--. 
Tobacco manufacture--.. 
Textiles_- 

Apparel... 

Lumber- 

Furniture and fixtures__- 
Paper products. 

Printing and publishing. 
Chemicals. nae 
Petroleum and coal eee reer 
Leather products baiaienduank 
Stone, clay, and glass____- 

Primary metal industries. abe 
Fabricated metal products. ---- 
Machinery, electric and nonelectric_. 
Transportati: mn equipment “ 
Other manufacturing -- 


Transportation, communication, and utilities... --. 


Transportation 
Communication 
Utiiidies........-.. 


Trade. ._- 


Wholesale trade 
Retail trade-----_-- 


Finance, insurance, and real estate. _._.........---- 


Personal, business, and professional services. . 
All other industries___............-- esta 
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Unemployment rate for Kentucky industries—Unemployment rate (per 100 
workers in covered employment) for Kentucky industries covered by unem- 
ployment insurance (based on average weekly number filing intrastate’ and 
interstate-liable State* continued claims), by major industry group, Kentucky, 
February 1954-—February 1958 





| | | 




















Industry | February} February] February} June | February 
1958 2 1957 | 1956 1954 | 1954 

a ca a a meneame -|———_|— a ae 
Total, all industries... -.. : 11.6 | 8.9 7.5 12.5 10.3 
Mining ‘ ‘ | j 9.1 8.0 32.2 20.3 
Coal mining wok 1 6.2 35.7 20.8 
Crude oil and natural gas | 11.2 | 9.4 11.9 9.4 
Other mining and quarrying---..-. | 39.1 38. 1 19.2 29. 2 
Contract construction | 46.4 41.6 27.1 34.8 
Building construction | 43.5 | 48.4 43.7 49.6 
Highway, street, and other heavy construction. - | 90.7 | 66. 7 25. 1 36.9 
Special-trade contractors._..- oul 28. 0 21.2 9.5 15.2 
Manufacturing - - , 8.7 6.2 13.7 9.9 
Food and beverages. 10.7 11.3 10.0 9.4 
Tobacco manufacture ___--- 5.6 6.4 21.8 4.7 
Textiles 9.6 9.4 9.4 17.7 
Apparel... 16.7 | 9.3 25. 8 12.2 
Lumber. ; 27.2 15. 1 23.3 25.0 
Furniture and fixtures... -- 7 j 11.3 5.4 18.5 12.5 
Paper products.- 4.2 4.0 4.1 3.2 
Printing and publishing. | 1.4 7 8 1,1 
I itl 3.3 1.8 3.6 2.4 
Petroleum and coal products- --_. aia 3.7 3.6 3.8 2.0 
Leather products Secsans padinin’ ines 6.9 12.3 8.5 6.1 
I I a ae a elie 11.1 7.3 15.9 16.5 
aco kU UE es 4.0 3.7 17.2 22.5 
Fabricated metal products.-..................... 10.5 5.3 5.3 8.9 
Machinery, electric and nonelectric_............- 4.0 1.9 15.1 8.2 
Transportation equipment. .-...........-.-.....- 3.4 2.0 9.4 4.8 
Other manufacturing...............-- eres 12.0 | 11.4 13.8 12.8 
Transportation, communication, and utilites__..._.. 3.8 3.0 3.4 3.3 
i a cannis 6.5 | 4.2 5.6 4.7 

I a asks ince nnieemnbdiaihdbcawcoeine'e LZ 2.1 2.1 
I 3 1.7 1.7 2.0 
tele eo a cea ome iedinG ue ae, | 4.6 4.2 5.0 4.0 
I ee 3.9 3.6 6.0 4.0 
I a ed 4.9 4.4 4.7 4.1 
Finance, insurance, and real estate..............._.-] 1.3 1.3 1.3 1.4 
Personal, business, and professional services. ......-. 5.3 5.3 4.3 4.5 
po ee ee ansaid 21.0 9.8 8.6 9.7 





| 
' 


1 Intrastate claims are filed in Kentucky and are based on wages earned from Kentucky employers. 

? Interstate-liable State claims are filed in States other than Kentucky but are based on wages earned from 
Kentucky employers. 

3 February 1958 rates are based on covered employment in February 1957. 








46 LEGISLATION TO RELIEVE UNEMPLOYMENT 


Covered employment in Kentucky industries—Number of workers employed in 
industries covered by unemployment insurance, by major industry group, Ken- 
tucky, February 1954-—February 1957 


Yo ee | 











Industry February | February | June 1954 February 
1957 | 1956 | | 1954 
i 
ET III oo iccicecvnnccacnaeeiccao<: a 433, 173 428,349 | 405, 276 406, 083 
tins £1 tadad bed conengainenbnuadnaminlisiens hic 41, 684 | 39, 192 | 38, 457 40, 784 
I a oe) ee gip anbaanetiacic eta 35, 509 | 33, 642 | 32, 117 35, 233 
Crude oil and natural Rs rick 5 4,036 | 3, 740 | 3, 896 3, 458 
Other mining and quarrying. - 2, 139 1, 810 | 2, 444 2, 093 
Contract construction._...-....--.-- = 24, 274 25, 992 37, 316 32, 802 
Building construction. -_- os, 9, 235 | 8, 620 | 14, 514 13, 359 
Highway, street, other heav vy construction - aon 4, 831 | 6, 474 | 10, 357 8, 483 
Special-trade contractors. .........-- et ial a 10, 208 10, 898 12, 445 10. 960 
i ot ot iiboemenes 169, 415 | 170, 447 | 145, 590 151, 724 
Food and beverages_............... es 23, 816 | 23 25, 312 | 24, 381 
‘Tobacco manufacture........-.--- adie aan 12, 885 | 11, 4 9, 195 12, 741 
Textiles __- nada otae és 2, 930 2, 2, 844 2, 831 
naa biresiaees ucion Eaaees ‘ . 18, 481 19, 070 | 16, 860 18, 457 
Lumber-.- , . a : 2 9, 047 ) 8, 205 
Furniture and fixtures--.-.- é ead 5, 310 5, 885 
Paper products... caedas 4 1, 748 1, 024 
Printing and pt ae Se 7, 640 7, 280 
Chemicals 11, 034 | 10, 327 
Petroleum and coal products. 1, 681 2, 050 
Leather products 2, 474 2, 454 
Stone, clay, and glass 4, 986 4, 688 
Primary metal industries 8, 903 7, 145 
Fabricated metal products__- 11, 629 10, 562 
Machinery, electric and nonelectric 36, 263 25, 470 
Transportation equipment- 4 7, 054 4, 736 
Other manufacturing Saesieneas 3, 534 3, 488 
Transportation, communication, and utilities... __- 31, 256 30, 333 | 29, 325 28, 782 
Transportation Ta eae 14,7 14, 479 13, 504 13, 350 
Communication ._...._- tS a $1 a 8, 7,610 7,491 7, 458 
Cap els ee RS Sad : 8, 5 8, 244 8, 330 7, 974 
ae a aa at ae a 113, 928 111, 987 | 166, 891 105, 164 
Wholesale trade __- CEA one oe ane vr i ee 28, 618 29, 135 26, 329 7 499 
Retail trade __- . eerie den on — oe 85, 310 82, 852 79, 562 77, 665 
Finance, insurance, and real estate- scabeatenaain 17, 613 16, 660 15, 566 15, 415 
Personal, business, and sates sssional services_.......--. 33, 626 31, 369 31, 808 29, 272 
All other industries : sdebaiahnd tad — 1, 377 2, 368 | 2, 423 | 2, 140 
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PROGRAM ACTIVITIES THIS MONTH, FEBRUARY 1958 
EMPLOYMENT SECURITY PROGRAM 


Claims taking activities 


The number of new spells of unemployment as represented by initial claims 
for unemployment insurance dropped off from January’s record total of 31,627 
to 23,690 in February, but this was still the largest number of initial claims 
ever filed during the month of February. There were 222,611 continued weeks 
of unemployment claimed in February. This monthly total had been previously 
surpassed only in 3 months of recessionary 1954 (March, April, and June). 
However, all of these months are longer than February and on a weekly aver- 
age basis, which is the best measure of the number of unemployed workers, 
there were 55,653 continued claimants in February 1958 or nearly 2,000 more 
than in the highest previous month, in April 1954. 

The average weekly number of continued claimants has climbed from 46,854 
during the month of January 1958, to 52,928 in the first 2 weeks of February, 
and 58,377 in the last 2 weeks of February, but leveled off at 58,750 in the 
first 2 weeks of March. 


























Percent Percent 
| change change 
February | January January February | February 
1958 1958 1958- 1957 1957- 
February February 
1958 1958 
ST GE... .cacedvdcsacwseuataesssnoues 24, 586 | 32, 893 —25.3 16, 455 49.4 
Unemployment insurance (UI)-..----.-- 23, 690 31, 627 —25. 1 15, 666 51.2 
Veterans unemployment compensa- 
GRD CUTS) < wcninnncacsedpaainccianes 689 826 —16.6 616 11.9 
Unemployment compensation for 
Federal employees (UCFE)---..-.---- 207 | 440 — 53.0 173 19.7 
Continued claims..............---- _ane----| 283,970] 218,513 | 7.1| 171,274 36.6 
Unemployment insurance. ............ 222, 611 207, 498 7.3 160, 586 38.6 
Veterans unemployment compensa- 
eee ne 6.2 8, 098 —4.7 
Unemployment compensation for 
Federal employees-.... Sc pageaieapale | Q —2.9 2, 590 40.7 
Claims INI in ire incr desccicens! 275 386 | 21.2 Pie ‘1,815 os «25.3 
Unemployment insurance. ._.......-..- 4 —23.1 1, 675 24.6 
Veterans unemployment compensa- 
REE TER 101 91 11.0 91 11.0 
Unemployment compensation for 
Federal employees. .................. 87 80 8.8 49 77.6 
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UNEMPLOYMENT INSURANCE ACTIVITIES 


RATE OF INSURED UNEMPLOYMENT, NUMBER OF CLAIMANTS AND BENEFICIARIES, AMOUNT OF BENEFITS PAID 
KENTUCKY, i940 TO 1958 
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EMPLOYMENT SERVICE ACTIVITIES 


NUMBER OF NEW APPLICATIONS FOR JOBS, JOB PLACEMENTS AND OTHER SELECTED ACTIVITIES, 
KENTUCKY, 1940 TO 1958 


SPECIFIC APTITUDE & 


PROFICIENCY 


TESTS 





1950 1955 J 


J 


’ 


FMeAMS ST ABSONOKT PF MAMIE TDASBSOHKD 
1957 1958 


FMAMSSFABSOHO SCF MAMA KD ABO HKD 
1957 1958 











FMAMS JABONO ST F MAMI TASB ORD 
1957 19586 


49 











H 
i 


50 


Benefit payment activities 


LEGISLATION 


TO RELIEVE 


UNEMPLOY 


MENT 


Benefit payments from the State trust fund totaled nearly $4.1 million in 
February, or an average per week of $1,019,494, 
higher than the previous record in June 1954 of $990,685. 


| 
| 
| 





February 
1958 
sella ween scl cdoscsoh 
Amount of payments... -..-..- silica ist aan taatd | $4, 357, 84 
Unemployment insurance _-_--..-...... 4, 077, 974 
Veterans unemployment compensa- 
ocak cust sasha tackieiedieny .| 191, 024 
Unemployment compensation for Fed- 
“2 ee Se 88, 866 
Average weekly number of beneficiaries-__| 44, 097 | 
Unemployment insurance--_-........-- 41, 610 
Veterans unemployment compensa- | 
a a | 1, 635 
Unemployment compensation for Fed- | 
eral employees-__......- Selisteieaiaindcateical 852 
Average payment, week of total unemploy- 
ment (unemployment insurance) --.--.-- 24. 98 








1 Revised from previously published figures. 


Job placement activities 


January 
1958 


|, y 219, 274 


3, 953, 150 | 
176, 744 | 


138, 52 29 | | 


1 36, 391. 


i 


1, 393 
745 


25. 19 





which was nearly $30,000 


Percent 
change 
January 
1958- 


February | 


1958 


€ © | 
3.3 | 


. 


' 
February 


1957 


$3, 027, 451 | 


2, 786, 521 


177, 455 


63, 745 





~ 82, 149 | 
30, 014 
1, 573 | 


562 | 
| 


Percent 
change 
February 
1967- 
February 
1958 


43.9 


Employment service activities during February reflected the effects of the 


serious unemployment situation. There 


was a continuation 


of last 


month's 


reduction in the number of job openings received from employers and in the 
The major job- 
placing efforts in counseling and GATB tests were maintained at about the 


number of workers for whom nonfarm jobs were obtained. 


same level as in January but specific aptitude and proficiency 


half of the number given in January. 


February 


| 1958 
a ceneuniaiemas 
New applications for jobs ; | 15, 707 
Counseling interviews : 1, 748 
Job openings received (nonagriculture) - - 2, 521 
Jobs filled (nonagriculture) - ‘ 2, 166 
Jobs filled (agriculture) 83 
Tests given 2, 221 
GATB’s : 1, 169 
Specific aptitude and proficiency - 1, 052 





January 
1958 


PEN 
on a3 <1 
¢ 
= 


aw 
a: 


| 


Percent 
change 
January 
1958- 
February 
1958 


—12.4 | 


—9.8 | 
1 


.¥ } 
February 
1957 


11, 030 
2, 350 
3, 377 
2, 805 

62 


2, 449 | 


1, 102 | 
1, 347 | 


tests dropped to 


Percent 
change 
February 

1957- 
February 
1958 


42.4 
—25.6 
~25.4 
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33.9 
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6.1 
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PUBLIC ASSISTANCE PROGRAM 


Applications for financial assistance 


There were decreases in all four assistance categories in the number of 
applications received during February 1958 and in the number pending at the 
end of the month. 





Applications received Applications pending 





| 
February January | February | January 





1958 1958 1958 1959 
a — - - ~ ponents ———— . 
atone ide csp 2,095 | 2, 458 3, 195 4, 129 
Old age assistance (OA A) 722 | 823 853 | 1, 120 
Aid to dependent children (ADC) 858 995 | 1, 368 1, 789 
Aid to needy blind (ANB) : ee 39 | 54 | 72 101 
Aid to permanently and totally disabled (APTD) } 476 586 | 902 1,119 








Recipients of financial assistance 


The number of OAA recipients dropped by 334 in January and dropped again 
in February by 196. However, the ADC and APTD programs continued to 
climb in February as shown in the table below. 


Recipients 


February 1958 | January 1958 
| 


Total recipients | 139, 941 | 139, 458 

Old age assistance. - ; 57, 906 | 58, 102 
Aid to dependent children: 

Children. . : 54, 341 54, 008 

Adults !_ i 17, 632 7, 511 

Aid to needy blind. Oe a ; i 3, 265 3, 265 

Aid to permanently and totally disabled. ” 6, 797 6, 572 


1 The number of families was 19,640 in January and 19,762 in February 
Amount of payments 


The amount of assistance payments and the average per case are shown 
below : 


Total payments Average payments 
February January | February January 
1958 | 1958 1958 | 1958 
a nmi 
Total _-- : ce $4,040,776 | $4, 029, 056 | 
Old age assistance_. ------| 2,236,905 | 2, 244, 133 | $38. 63 | $38. 62 
Aid to dependent children patel 1, 413, 931 | 1, 404, 150 |_. | she 
Per family... Space amie aeakieeediive 71. 55 | 71. 49 
__ Per person... a wows 19. 65 | 19. 63 
Aid to needy blind. ; ite diesen’ 130, 187 | 130, 138 | 39. 87 | 39. 86 
Aid to permanently and totally disabled... -. 259, 753 | 250, 635 | 38. 22 38. 14 
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NUMBER OF APPLICATIONS RECEIVED DURING MONTH AND PENDING .END OF MONTH 


KENTUCKY, 1940 TO 1958 
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Nonjinancial social services 


In February 1958, the public assistance and child welfare workers helped 
their clients in public assistance families to formulate 837 plans to meet 1,040 
personal or family needs which could not be provided for by the assistance 
payment alone. The types of needs for which these plans were made are shown 
in the table below : 


Number of needs for which 











Plans formulated by Plans executed by— 
Types of personal or family needs 5 : ant i Be AMEE a ee 
| j i 
child | Public | | china | Pubtic 
Total | welfare | assist- | Total | welfare | assist- 
| workers | ance | | workers | ance 
| | workers | | workers 
—— inate | * ie —| Sealine ——| ——__—_— slaty 
Total we 1,040 631 | 409 | 851 540 311 
Survival and growth: | | | | 
Shelter 136 | 80 | 56 110 | 64 | 46 
Food : 222 166 | 56 | 207 | 159 | 48 
Clothing, personal supplies 186 | 132 | 54 174 | 129 | 45 
Medical or health: | } | 
Medical care. on 160 99 61 | 129 | 83 | 46 
Other health care_____._- poet 87 | 62 | 25 | 61 39 22 
Social adjustment: | | | 
Personal adjustment. } 80 | 40 | 40 | 48 | 27 21 
Intra-family relationships... 102 | 23 | 79 | 74 18 | 56 
Relationships with community - -- 28 | 8 | 20 | 21 | 7 14 
Other needs ne : = _ 39 | 21 | 18 | 7 14 13 


' ' 


CHILDREN’S SERVICES PROGRAM 
There were 7,722 children receiving intensive casework services from child 
welfare workers at the end of February 1958, up 177 from the previous month. 
Of the 7,722 receiving services, 3,996 were children of families receiving an 
ADC grant. 











February 1958 January 1958 

Number of Percent of Number of | Percent 

children total children | of total 
Total on 7, 722 100. 0 7, 545 100.0 
In home of parent 5, 552 71.9 5, 448 | 72.2 
In home of relative Exe 613 7.9 592 | 7.8 

In foster family homes: | 

Adoptive : | 304 | 3.9 | 284 3.8 
Boarding . | 321 4.2 300 | .0 
oo ein ace ee 90 | L4 100 1.3 
Work or wage : ; 3 | 0 | 5 7 
In institutions jute ba ee ; 7 702 | 9.1 703 9.3 
Elsewhere___. ere wi aia | 137 | 1.8 | 113 | 1.5 








RR Ser te 
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GENERAL ASSISTANCE 


The assistance provided by local governmental units was $19,617 higher in 
recessionary February 1958 than in February 1957. Most of this increase 
($16,912) was in the city of Louisville, which provided assistance averaging 
$58.39 to 172 more families and single persons than in February of last year. 
In the other 119 counties (excluding Jefferson) the net increase in assistance 
over year-ago figures was $2,128, or an average per case of $15.44 to 124 more 
cases than a year ago. 


Assistance to needy persons from local public funds 


|Fe sbruary 1958) February 


1957 
sisi Rescind nila — . " é 
State total: 
Ser Or 000m... 2... .....-......... ae Spacauawepunead cout 3, 577 | 3, 280 
Amount of assistance--.- -- ames : $127, 037 | $107, 420 
Louisville Municipal Bureau of Social Service: | | 
Number of cases__-_------- ee amin aes a - : | 1, 564 1, 392 
Amount of assistance - — $91, 323 | $74, 411 
Jefferson County Welfare De pe ment: | 
Number of cases_.----- ca cece pilasdad jueae acta 122 | 121 
Amount of assistance---..-.-.......-- pheca a - incl $6, 517 $5, 940 
All other (119) counties: 
ee eee es (wile ti natamnieian os 1, 891 1, 767 
ee ci ch tain db Si seendininndesapeoashieuseneint $29, 197 27, 069 





KENTUCKY EMPLOYMENT STATISTICS, FEBRUARY 1958 
NONFARM JOBS DECLINED 14,900 IN FEBRUARY 


There were an estimated 612,300 nonagricultural wage and salary workers 
employed in Kentucky at mid-February, including employees of contract con- 
struction industries, for which estimates are provided in this space for the first 
time. The estimates for construction and all cther industry groups are based 
on a revised benchmark and a more adequate sample of reports from cooper- 
ating employers. 

The February job total was 14,900 lower than in January, but a major part 
of this decline did not result from conditions likely to be of long duration. 
The largest job loss was in contract construction and the unusually severe 
weather in February was probably the main reason for this reduction of 7,300. 
Wholesale and retail trade also declined 3,800 in February as compared with 
a decline of 2,000 in February of last year and this was at least partially 
seasonal in nature. There was also a seasonal reduction of 1,400 in tobacco 
stemming and redrying. Employment in both trade and tobacco stemming and 
redrying was still higher in February than in the same month a year ago. 

The job losses in February which seem to have been caused by a curtailment 
of production which may result in reductions of employment of long or uncer- 
tain duration were relatively small and included declines of 1,300 in transpor- 
tation equipment. 800 in electrical machinery, 800 in chemicals, and 300 in steel 
mills. 

AND THERE WERE 12,800 FEWER JOBS THAN IN FEBRUARY 1957 


Although the severe weather in February kept employment in contract con- 
struction 5,900 lower than in February 1957, most of the decline in total em- 
ployment of 12,800 since February 1957 apparently is the result of curtailment 
of production which may result in reductions of employment of long or uncer- 
tain duration. This appears to be the case in the decline of 4,000 in mining, as 
well as the loss of 4,700 in electric and nonelectric machinery and appliances, 
of 2,400 in primary metal industries and 1,800 in transportation. 


~~ 
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The most serious job losses since February a year ago have been in industries 
in manufacturing durable goods with a reduction totaling 9,000 for all industries 
“4 in this class, and in coal mining employment which has dropped down 4,100 
ig during the last year. 
r. 
“e Eatimated employment in Kentucky’s nonagricultural industries, February 1958 * 
re a a cena aia eee ee oes 
Employment (in thousands) Percent change 
Industry | | | 
| February! January | February! January | February 
| 1958 1958 1957. | to Febru-| 1957 to 
ary 1958 | February 
y 1958 
Tota) nonagricultural employment. .-........-- 612.3 627.2 625.1 —2.4 | —2.0 
“4 DRAIN, « 5 sins oniivis oencnwcsccsencaadaaunaniicn 160.7} 164.6! 167.7 —2.4 ay 
98 I iia iachinineniannadtinteneinied 83. 2 84.1 | 81.3 —1.1| 23 
WH Food and kindred products..-.........-. seneie 23.8 23.7 | 24.1 4) —1.2 
SPE: DENIES « ccnuldatoiecwianatiheds 8.0 a 8.7 3.9 | —8.0 
21 Tobacco manufactures--....-.-..---- ecnewnes 13.6 15.1 12.6 —9.9 | 7.9 
40 Cigarette, cigar, etc., manufacturing -....} 8.9 9.1 8.3 —2.2 | 7.2 
Tobacco stemming and redrying--.........- 4.6 6.0 4.4 | — 23.3 45 
167 Textile-mill products_._.--...- ccnhanneseane 2.5 2.7 2.9 | =f 4 —13.8 
69 Apparel and other finished textiles-.........- | 17.8 16.9 | 18.5 5.3 | ~~: 3 
Men’s and boys’ apparel. -_......--- cent 15.4 14.3 15.9 a9 —3.1 
— Paper and allied products. -.-..........-.-...- | 1.6 1.7 1.7 —5.9 —5.9 
Printing, publishing, and allied industries. __| 8.4 8.2 8.1 2.4 | 3.7 
Chemicals and allied products..............- 11.3 11. 5 | 11.2 | —1.7 | 9 
Industrial organic chemicals. -............ 4.5 | 4.7 4.7 —4.3 | —4.3 
Products of petroleum, coal and rubber-_.__-- | 1.9 1.9 2.1 | 0 | —9.5 
Leather and leather products.............--- | 2.6 2.5 2.1 | 0.91 19.0 
CO ND oo nen, Kili cae Dama diginetiniiewh | 77.4 80. 5 86. 4 —3.9 | -10.4 
rs Lumber and wood BIOGWOR bo vicaocsicnsacs | 9.4 9.6 | 9.5 | —2.1 =4,1 
n- Furniture and fixtures............-- ini igh 5.2 5.3 4.9 —1.9 6.1 
: Stone, clay, and glass products. ...........- 4.9 5.1 | 4.9 | —3.9 0 
st Primary metal industries- hinubaseall 6.4 6.7 | 8.8 | —4.5 | —27.3 
x“ Steel works and rolling mills... 5.1 5.4 | 7.3 | 5.6 | —30.1 
r- Fabricated metal products 11.8 | 11.8 | 11.9 0 | —.8 
Machinery, except electrical 33 22.4 22.4 | 25. 4 eo. I —11.8 
Electrical machinery aon 9.1 | 9.9 | 10.8 —8.1 —15.7 
rt Transportation equipment 2 | 5.7 7.0 | 6.7 —18.6 | —14.9 
n Instruments and related products | 8 | .8 11 0 | —27.3 
"0 Miscellaneous manufacturing and ordnance__| 1.8 1.9 2.3 —h.3 | —21.7 
0). Nonmanufacturing- 151.6 462.6 457.3 —2.4 —1.2 
th Mining... é } 383] 385) 423) -—5] 98 
ly Bituminous coal-_-- 31.7 31.8 | 35.8 —.3 | ~11.5 
CO Contract construction. - 21.2 28. 5 | 27.1 —25.6 —21.8 
i Transportation, communications, and utilities 56. 4 56.8 57.7 | —.7 —2.3 
K ‘Transportation _ _- wade 39.3 39.8 | 41.1 | —1.3 | —4.4 
Telephone and telegraph communications. - 8.4 | 8.4 | 8.1  } 3.7 
nt Utilities and public service. - d ead 8.7 | 8.7 8.6 | Oo | 1.2 
: Wholesale and retail trade 138. 6 142.4 136, 2 | —2.7 Rie 
r- Wholesale trade. . | $2.1 33.9} 320! —53| ‘3 
r- Retail trade. on --| 106.5 108.4] 1041) 1.8 2.3 
el] Finance, insurance and real estate- al 22.3 22.2 | 20.9 | .5 6.7 
Services and miscellaneous ¥ t 71.7 | 71.3 | 69.8 | 6 2.7 
Hotels and lodging places_. 5.7 5.6 | 5.7 | 1.8 | 0 
Laundries, cleaning and dyeing plants... 7.5 7.5 | 7.6 | o | —1.3 
Total government. ne . ‘ pin indedinnnabaenia | 103, 2 102.8 103. 4 | 4) —.2 
n- Federal Government. : 27.7 27.1 | 27.6 | 2.2 4 
State and local government_. a | 36. 2 | 36.6 37.6 —1.1 | —3.7 
m- State and loeal education aaa 39. 3 | 39.1 38. 2 a) 2.9 
nt } | eee) 
r- i Sranened by Kentucky Sian ment of Economic Security in cooperation with the U. 8. Bureau of thdee 


as Statistics. Data for prior months are in some cases revised from previously published figures. 
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Governor CHANDLER. The unemployment situation in Louisville is 
more serious now than in the 1954 recession, and this is also true in 
Owensboro and Ashland. In these three areas the most serious job 
losses have been in durable-goods industries. 

Although there are numerically more unemployed in our urban 
centers, like Louisville, the most serious degree of economic distress 
is being felt in the eastern section of Kentucky, which, in addition to 
suffering severe unemployment, is still fighting to recover from last 
year’s s disastrous floods. In February, 35 counties in the eastern quar- 
ter of the State, though they contain only 17 percent of Kentucky’s 
total insured labor force, accounted for 29 percent of all insured un- 
employment in the State. The average weekly number of continued 
claims jumped to 21.5 percent of its estimated total insured employ- 
ment. This rate is more than 50 percent greater than the State as a 
whole and more than 3 times the present national rate of 7.1 percent. 

Rising unemployment in this area was reflected also in the increasing 
number of persons receiving surplus-food commodities from the F ‘ed- 
eral Government. In 20 eastern Kentucky counties the Kentucky 
Department of Agriculture reported 92,242 recipients of surplus food 
in February, an increase of 9,167 since November 1957. ‘The number 
of persons receiving surplus food in these 20 counties in February 
represented 17 percent of their aliiaien combined populations. 

Since the first of the year, 19 additional Kentucky counties have 
asked for inclusion in the State’s program of distributing surplus 
Federal food. 

As is well known, unemployment rates in most of eastern Kentucky 
have been consistently higher than normal State and National levels. 
Conditions have been aggravated greatly in recent years by the steep 
decline in coal-mining employment without an offsetting expansion 
of job opportunities in | other fields. 

As a result of increased mechanization, only 29,500 miners were 
needed in 1957 to produce the same amount of coal as 48,000 oa 
mined in 1950. Altogether eastern Kentucky has suffered a net 
loss of 9,700 insured jobs in all nonfarm industry between January 
1950 and January 1957. Per capita incomes in many counties in 
eastern Kentucky are under $600 per year—among the very lowest in 
the entire Nation. 

As you are well aware, the full impact of more than 20 percent of 
the labor force being without work is not felt until it has persisted 
beyond the time when the unemployment-insurance claimants are no 
longer eligible to draw benefits. 

The cushioning effects of these payments will be greater in a low- 
income area like eastern Kentuc ky, which is experiencing a substan- 
tial influx of unemployed former residents still receiving compensa- 
tion checks based on higher wages earned in employment in other 
States. These people have temporarily as much income as many 
employed persons in the area. 

A very large percentage of insured workers in this eastern region 
who have been laid off by Kentucky employers are still drawing un- 
employment compensation, but the number of unemployed in this area 
exhausting their benefit rights has been rising—increasing from 430 to 
694 for the last 2 months reported. 

However, the total of 3,153 claims exhaustions for the 7-month 
period ending January 1958, is small in comparison to the 15,899 
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persons receiving compensation checks in February and who will be 
without income in a few months if business conditions do not improve. 

In the western Kentucky coalfields as well as the eastern, the un- 
employment situation is as bad or worse than in the 1954 recession— 
with the difference that now there are literally thousands of coal 
miners who have exhausted their rights to unemployment insurance, 
and who are not included in the count of unemployed. 

Reports of declining employment and worsening economic condi- 
tions are coming from ‘all sections of Kentuc ky. 

Let me quote a few excerpts from some letters and reports that 
have come recently to my attention : 

From Corbin: 

The unemployment situation in Corbin and the tricounty area of Knox, 
Whitley, and Laurel is becoming steadily worse. Our people seeking free 
Government commodities are increasing enormously every month * * * There 
is a feeling of insecurity and uncertainty. 


From Owensboro: 


There were approximately 5,075 unemployed as of March 1. The claim load 
of unemployed applicants has risen steadily since December. 

From Hopkinsville: 

* * * Unemployment claims are about 25 percent higher than for this same 
period last year * * * 

A telegram from B. F. Reed, chairman of the Eastern Kentucky 
Regional Planning Commission, said in part: 

Understand you will testify Washington next week concerning unemployment 
and antirecession measures * * * unemployment especially critical problem in 
eastern Kentucky at present, as recent report prepared at our request by 
Kentucky Department of Economic Development conclusively proves. 

There are many more statistics and facts relating to unemploy- 
ment in Kentucky today that I could recite. (See exhibit A.) But 
I do not think I need to devote more time to documenting the case. 

(The information referred to above appears at pp. 39-55.) 

Governor CHANb ER. A large number of antirecession proposals for 
various kinds of Federal action have been offered at this session 
of Congress. Some are well founded and should get the job done; 
others are, in my opinion, of questionable value. 

Reduced to the simplest terms, the present dip in our economy can 
be said to be due to insufficient consumer purchasing power. There is 
not enough money in the hands of enough people to buy enough 
products to keep our industries operating at the levels required to 
employ our labor force. The solution is to increase consumer pur- 
chasing power, and this can be done by actions to provide jobs for 
more workers and to increase the spendable income of the presently 
employed. It is my firm conviction that we can achieve these results 
by Federal action that will- 

1. Step up Federal financial support in areas that will 
st jorge our military defenses, develop further the resources 
of the Nation and contribute to the betterment of our commu 
nities. 

Temporarily extend the length of time unemployment com 
wasn benefits can be paid and make available temporary as- 
sistance to persons not covered by unemployment. insurance. 
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NUMBER OF UNEMPLOYED WORKERS FROM KENTUCKY INDUSTRIES COVERED BY UNEMPLOYMENT INSURANCE 
FEBRUARY 1958 AND FEBRUARY 1956 (SEE TABLE WITH SAME TITLE AS ABOVE) 
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Reduce personal income-tax rates. 
4. Provide a temporary reduction in excise taxes on consumer 
durable goods. 

Mr. Chairman, taxes are too high. They have been too high for a 
long time. In America this year, most of the legislatures met. In all 
but six States, extra taxes were asked. In six States, extra taxes 
were not requested, but only in Kentucky did we have a tax reduction, 
and we had a tax reduction bill on incomes and on theaters, admis- 
sions to picture shows. I feet if we had not done this, many more 
of them would have closed. I hate to think of the time when the pic- 
ture show closes because it has provided a function in American life 
which we ought to continue, I am quite certain if we had not 
taken the taxes off, half in 1956 and the other half in 1958—tax reduc- 
tions amounted to more than $3 millions—that economic difficulties 
would have been felt more. 

I have been by the grace of God, with continuing confidence of our 
people, Governor of our Commonwealth twice. That rarely happens 
to any man. I have been over this territory and I have been called, 
in times past, a budget-balancing Governor. I do not think any 
storm of contempt should be showered on one who has a disposition or 
desire to balance his people’s budget. 

I think we can also balance the Federal budget and still have the 
tax cut. But I am certain of this: I have not used in my statement 
to you “Federal aids or grants,” I have used “assistance.” We passed 
a little RFC down in my Commonwealth and it was intended to assist 
people with the aid of the Government. Also, the Govern- 
ment could give up some of its tax money. We are not a 
poverty- -stricken, or a tax- paying State that is of no consequence. 
The people of Kentucky pay into the Federal Government an amount 
equal to about $1,500 billions every year, give or take a little either 

jay, SO we are a tremendously large taxpaying State as the States go. 
Not as large, of course, as California and New York, but we pay quite 
a tax bill. 

A great many of these things that our people ask for could be han- 
dled by the States if the Federal Government would revise its tax 
structure and would give back to the States some of our own tax 
money. 

Now, notwithstanding the fact that we have this tax reduction and 
we have had this balanced budget, we have contributed an amount to 
education which is $8 millions in excess of the 2 previous administra- 
tions of public affairs in our Commonwealth. We have our affairs 
in order and we are not begging, Mr. Chairman, but we are asking 
for an opportunity and I will proceed now to tell you some other ways 
that I think the Government could assist us. 

I think Senator Cooper would tell you that one of the first sugges- 
tions in the bill you have passed recently is the new and pushed-up 
construction program for roads, which makes available the additional 
money. It is going to be a blessing to every State in the Union. It 
was a great thing, ‘and I want to ¢ ‘ompliment all of you who had any 
part in it. 

In addition to the steps already taken to speed up Federal spending 
on national defense, interstate-highway construction, public housing, 
and other administrative measures, there are several other programs 
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which can be undertaken by Congress which would afford immediate 
relief to our economic distress. I believe the Federal Government 
should increase its assistance in building hospitals and extend its 
construction program to include such needed facilities as schools and : 
recreational areas. | | 

We are building a new medical school for the University of Ken- | 
tucky. We have “already appropriated $18 millions. The work is 
going on. Mr. Chairman, in times past and very recently there have 
been whole counties in my Commonwealth where there was not an 
active doctor that you could call on in time of sickness, and of people 
in distress, and in 16 counties there were no dentists. From 3,000 to 
5,000 younk Kentuckians—the mothers of whom went down into the 
valley of the shadow of death to reproduce a race of Anglo-Saxons 
that is as hardy as anybody in the world—they had no doctor in at- 
tendance at the time of their birth. And many of the children died 
and some of the mothers. Those things are urgent and we are try- 
ing to help ourselves. : 

In regard to our school programs, I would prefer to have the Fed- 
eral Government withdraw from certain tax fields, leaving to the 
States the necessary resources to support their school systems as they 
deem proper and necessary. Many of our communities need new build- 
ing and facilities of all types. I am in favor of giving priority to 
facilities which will make communities better places in which to live. 
There is a great challenge here not being met by present urban-im- 
provement programs. 

The Director of Works of the city of Louisville estimates that a 
total of $23,500,000 of improvement projects could be started almost 
immediately if Federal assistance were available. These projects 
include street and sewer work, enlargement and modernization of 
the University of Louisville School of Medicine, a new Louisville 
and Jefferson County Health Department building, expansion and 
improvement of the Louisville General Hospital, and school con- 
struction. The mayor of Newport, Ky., lists 5 public-works projects, 
totaling $3,035,000 on which “We are in a position to start imme- 
diately.” 

Another method by which the Federal Government could reduce : 
unemployment effectively and immediately is by expediting assist- 
ance in urban-renewal programs, the erection of college dormitories, 
the building of airports and the development of water-resources 
programs. : 

For instance, we have pending an application for a dormitory at 
Morehead State College. We hope this will be processed immedi- 
ately and not get bogged down in administrative details, as was the 
case in a student union building project at Murray State College. 
In Frankfort and other Kentuc ky cities, applications for badly needed 
urban renewal projects and airport construction have suffered what 
seem to be unreasonable delays. Navigation improvement and flood- 
control projects have been shelved because they do not meet present 
too-rigid cost-benefits requirements. These proposals should be re- 
viewed in any expansion of public works spending. It would be far 
more desirable to place the emphasis on levidinlaiente of this kind 
than on less vital facilities such as new post offices. 

Mr. Chairman, in eastern Kentucky last year they had the most 
disastrous flood that has occurred perhaps in the history of our coun- 


ee 








a NFL 


LEGISLATION TO RELIEVE UNEMPLOYMENT 61 


try and if we had the same sort of rain elsewhere we would have the 
same sort of flood. Whole towns were inundated and life savings were 
wiped out in the twinkling of an eye. The Federal Government, 
I think, must assist us and the engineers must assist us in making 
small watershed plans and in trying to build dams in the headwaters 
of those rivers so that those floods cannot. recur again and again. 
The answer to it is, if not done, you are going to drive those people 
out of that country. They cannot live there. 

I urge that special attention be given to providing job opportunities 
in distressed areas—particularly in smaller urban sections and rural 
communities—which are experiencing high rates of unemployment 
where a lesser percentage of jobs are covered by unemployment in- 
surance and where chronic underemployment has been a vexing eco- 
nomic problem. 

I suggest that such areas could be given assistance at the earliest 
yossible moment through priority programs for construction of 
needed public facilities which do not require long periods of drawing 
board planning before they can be started. Such facilities could in- 
clude streets, sidewalks, sewers, water systems, parks, and recreational 
areas. 

Starting these types of public improvements not only would pro- 
vide immediate employment but also would add the permanent facili- 
ties essential to the livability of underdeveloped American communi- 
ties and place them in a better position to attract new industries in 
the future besides increasing generally their prosperity, and economic 
growth potential. 

A number of smaller cities in Kentucky have blueprints for com- 
munity improvements which have been gathering dust because funds 
are not available to start construction. These bluepr ints could come 
off the shelf tomorrow if the necessary financial assistance were pro- 
vided. 

Such is the case in Elizabethtown where the mayor reports that 
“we are ready to start immediately on our street program if we can 
get Federal aid,” and in Hopkinsville where plans are ready for a 
sewer project and a water main extension. 

Economically distressed areas also should be given priority in the 
selection of sites for construction of military installations, Federal 
hospitals, flood-control projects and national parks. Similar special 
considerations should be given to expediting approval of United 
States Corps of Engineers’ plans for navigation and other projects 
which are feasible and economic ally sound. Steps should be taken 
to see that industrial plants in depressed areas receive a greater vol- 
ume of Federal Government purchases. 

More incentive should be offered to private industry to locate plants 
in these areas. In particular, liberalizing the program allowing for 

rapid tax writeoff or amortization of capital investment on corpora- 
tion income taxes would be helpful. 

Establishment of defense plants in distressed areas—many of which 
are far removed from large metropolitan centers—would be partly 
justified by the need to decentralize further defense production as a 
se" uns of minimizing the effects of a nuclear attack if one should come. 

I do not believe that merely alleviating the recession is doing the 
whole job for the born ills of the distressed areas. I suggest, in par- 
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ticular, that sound long-range plans should be drafted and carried out 
in order to give permanent relief to such chronic depression areas as the 
coal regions of eastern Kentucky and other distressed and underde- 
veloped areas in the United States. Coal is one of the Nation’s most 
important natural resources. Eastern Kentucky is rich in this re- 
source—yet economically retarded—and I believe that this area, and 
the Nation as a whole, would benefit by the establishment there of a fed- 
erally-sponsored coal research institute to develop new uses for coal 
and its byproducts. New products—“the industry of discovery,” as 
it has been called—have been one key to expanding our economy. I 
believe that scientific brains and an adequately financed program can 
unlock the door to real prosperity for eastern Kentucky and other coal 
regions. 

Similar research projects could be established to discover new uses 
for other extensive natural resources such as timber and, thus, in 
time, give employment to many of our citizens. 

I want to make it clear that I consider any direct relief measures 
proposed or adopted justifiable only as emergency expedients. As 
a general rule, we should aim toward producing jobs, not handouts. 
This is not only good economics; it is sound psychology. Americans 
would rather work than be “remittance men” from the labor market. 

Personal income taxes appear to be higher than the lower income 
brackets can afford. A reduction for persons in these brackets would 
pump immediately new consumer buying power into our economy. 

Mr. Chairman, in the tax relief bill this year in Kentucky, we struck 
50,000 low-income taxpayers off the rolls. 

But it must be extended for the duration of the current recession. 
This would, I believe, encourage consumers to make budget plans for 
buying homes and more hard goods. In the low middle income groups 
there is still a great unsatisfied demand and need for appliances and 
other household furnishings, television sets and automobiles. For 
the low income groups, tax relief would enable these persons to buy 
more food, clothes and other necessities. 

Another method of increasing purchasing power would be to cut 
or, in some cases, remove entirely Federal excise taxes on consumer 
durable goods. This would lower the prices on automobiles, house- 
hold appliances and other durables now piling up in dealers’ hands. 

The maximum loss in Federal revenue from such action could 
amount to about $2 billions for a single year’s reduction but this would 
I believe, be more than offset by the stimulating effect this would 
have on our economy. Durables are the underpinning of the econ- 
omy since they provide the principal market for the primary metals 
and metal fabricators so vital to our financial well-being. 

I have enumerated some of the specific economic pr oblems confront- 
ing my own State, some of which are common to other areas of the 
Nation. I have offered for your consideration some views concerning 
several courses of action demanded by current conditions. Before 
concluding this testimony, it is necessary to place these views in the 
context and perspective of a few basic facts and principles. 

The world, as all past generations of man has known it, has been 
jet propelled to the threshold of tomorrow. We live already in an 
age characterized by proposed excursions to the moon, and by the 
miracles of electronics and nuclear energy. If, in such a time, we 
are to meet the challenges of protecting our economic and social values 
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we must have courageous and imaginative public policies and private 
actions. 

These policies and actions must be conceived within a dimension 
broad enough to encompass long-range as well as short-range objec- 
tives. We must bear in mind constantly that ours is an economy of 
growth and expansion in which even if—God willing—peace prevails, 
we will for a long time be enmeshed in a web of continuous problems 
involving soaring demands and shrinking resources; inflation and 
deflation ; senna yment, reemployment and full employment. 

We must think and act for the future, and in terms of moral issues 
which transcend political as well as geographic differences. Every 
nation of the free world is looking to the United States for leader- 
ship. The fact of our predominance in this new era in economic re- 
sources and in world power is indisputable. The way we propose 
to manage these resources and power is a matter for wise and prudent 
statesmanship. Whatever policies we adopt during the next few 
years could shape indeed the destiny of civilization “for generations 
to come. 

Mr. Chairman, I would now like to refer to our digests and notes 
on Senate bill 3497, introduced by Senator Fulbright and the distin- 
guished chairman of this committee; notes on House bill 10345, intro- 
duced by Mr. Patman; and notes on H. R. 964 and 6215, introduced 
by Mr. Spence; and also H. R. 11474, by Mr. Rains. I think I have 

identified these, and I will not trespass further on the time of the gen- 
lenen of this’ committee, but may I thank you sincerely for your 
kindness and for this opportunity to bring our story to you? 

(Comments on bills referred to above are as follows: 5 


Nores ON House Biti 10345 (IntTrRopucep py Mr. PATMAN) AND PROBLEMS OF 
SMALL-BUSINESS FINANCING 


There are a number of pieces of proposed Federal legislation designed to. pro- 
vide financial assistance in one form or another to small business. 

These measures include House bill 10345 (Patman bill) which would create 
a Small Business Capital Bank System to make available to small business a 
source of equity and long-term loan capital not available on reasonable terms 
from existing private sources. The program would be financed in large part 
by surplus funds in Federal Reserve banks. 

The Small Business Capital Bank bill’s plan for financial aid to the small- 
business man is similar in concept to ideas behind the Federal land bank system 
in that it is envisioned that these small-business banks would ultimately be 
privately owned as are the land banks, which have made a definite contribution 
to the agricultural economy of the Nation. 

Sponsors of this bill state that the Small Business Capital Bank System would 
not compete with private banks; would require no appropriation from the 
United States Treasury and no increase in taxes. 

The need to keep small business healthy and foster its growth is generally 
recognized. Adequate sources of financing for small business are of major 
importance. 

There is divided opinion as to whether present facilities for financing small 
business are adequate. By and large, small-business enterprises in Kentucky 
have not met insurmountable difficulties in their search for capital. It is, of 
course, impossible to arrive at any conclusion as to the number of new ventures 
which would have been started if new sources of equity and long-term loan 
capital had been made available. 

The lack of more easy access to money to fulfill the capital requirements of 
small business is not, in the opinion of most financial authorities, a cause of 
the present recession and resultant unemployment. 

The net effect of the enactment and implementation of House bill 10345 (the 
Small Business Capital Bank bill) would certainly be to stimulate the growth 
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of small-business enterprises, but it is impossible to assess—at this distance— 
the resultant effect on the Nation’s economy. 

As to the equity capital feature of this bill, it is a fact that private risk capital 
is not as easy for small business to find today as it was earlier in the century. 
This is considered to be due largely to a generally more cautious and security- 
minded attitude on the part of the public, and to the increasing number of 
opportunities for investment in less hazardous, but possibly lower yield, propo- 
sitions. 

One investment banker in Louisville, the financial center of Kentucky, said 
recently that there is no money in Kentucky which is out looking for a chance 
to invest in local stock issues. He added, however, that a sound proposition 
still can be sold by diligent efforts. 

There is presently a move on foot in Louisville to provide an institutional 
source of equity capital. One of the incorporators of this company stated 
recently that “All of our plans have been geared to fit in with the proposed 
legislation program in Washington, which we believe must pass if the American 
economy is to function properly and profitably.” 

The Harvard Business Review of March 1957 quoted Robert A. Weaver, Jr., 
author of Equity Financing for the Small Firm, as saying that “Generally speak- 
ing, if a company wants to grow, equity financing is inevitable.” 

The search for equity capital by small business, as distinct from other types 
of financing, has not been as intense in recent years as it was formerly. Many 
small companies have been able to satisfy their financial requirements from other 
sources. A survey of 15,500 small businesses, conducted in 1954 by the United 
States Department of Commerce, showed that of the 20 percent then seeking 
capital, 19 percent were looking for loan money and only 1 percent for equity 
funds. There is a tendency on the part of small-business men to shy away 
from relinquishing part of control of their enterprises to outsiders. 

A report by the Small Business Administration as to the number and amount 
of business loans made to Kentucky firms since the SBA was established in 1953 
indicates that there is a gap between the money needs of small business and 
satisfaction of those needs by private financial sources. The report listed 24 
direct loans for a total of $1,103,760 and 97 participation loans for a total of 
$4,119,800. It should be noted that in securing an SBA loan it must be shown 
that the application has been refused by at least two banks. 

The Small Business Capital Bank bill and other pieces of proposed Federal 
legislation for providing financial assistance to small business reflect, in part, a 
belief that the Small Business Administration is not the answer to bridging the 
gap between capital money needs of small business and money available to it. 

A reason given for the growth of the local industrial development corporation 
movement in recent years is that the financing provided by these agencies sup- 
plies long-term credit for plant and equipment not available from private sources. 
However, our experience in Kentucky has been that most of the companies which 
now occupy community-financed plants sought this assistance for local public 
relations benefits rather than because of inability to secure funds from conven- 
tional lending institutions. 

As to short-term financing of sound smal] businesses through current bank 
loans or current merchandise credit, there is little evidence that this is a trouble 
spot in financial channels in Kentucky. Louisville commercial banks, for exam- 
ple, say that they have more than adequate resources to take care of sound loan 
applications. 


NOTES ON SENATE BILL 3497 (INTRODUCED BY SENATOR FULBRIGHT), Housge BILL 
11474 (INTRODUCED By Mr. SPENCE), AND House Birt 11272 (INTRODUCED BY 
Mr. RAINS) RELATING TO EXPANDING THE PUBLIC FACILITIES LOAN PROGRAM 
OF THE HOUSING AND HOME FINANCE AGENCY 


All three of these measures should be of considerable assistance to the many 
Kentucky communities in bad need of various types of public-facilities improve- 
ments. Senate bill 3497 and House bill 11474 are companion measures designed 
to assist communities regardless of location whereas House bill 11272°is written 
as emergency legislation for building public facilities and alleviating present 
and recurring unemployment in communities and other local political subdivi- 
sions in areas of substantial labor surplus. The latter bill is of particular in- 
terest to Kentucky inasmuch as a number of sections of the State are classified 
as having substantial labor surplus. 
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Under Senate bill 3497 and House bill 11474, the present loan program of the 
Housing and Home Finance Agency wouid be liberalized in the following ways 
and without respect to the location of the community : 

1. Loans could be made for the construction, repair, and improvement of al- 
most every kind of public facility—airports, parking lots, recreational facilities 
(swimming pools, parks, golf courses), streets, sidewalks, bridges, parks, police 
and fire protection facilities, schools, libraries, hospitals, offices and other public 
buildings, water and sewer systems, public refuse- and garbage-disposal facili- 
ties. The present law restricts loans to water and sewer facilities. 

2. Interest rates would be lowered from 454 percent to 3144 percent where 
communities issue general obligation bonds and from 41% to 3% percent where 
communities issue revenue bonds. 

3. The maximum term of loans would be extended from 40 to 50 years, with 
an additional 5 years permissible under Senate bill 3497 under certain circum 
stances. It should be noted that for Kentucky communities to take advantage 
of this longer term provision it would be necessary to amend present State 
statutes relating to bond financing, which limit the term to 40 years. 

The emergency labor-surplus area measure, House bill 11272, is more liberal 
than the above 2 proposals4n that interest rates would be set at 2 percent and 
the maximum term of loan would be extended to 55 years under certain circum- 
stances. A further provision would give priority to those projects which can 
be started without delay. 

These revisions in the Federal community-facilities loan program doubtlessly 
would cause many more Kentucky communities to seek loans for these pur- 
poses. The need for improvement of community facilities is widespread 
throughout the State. The resulting projects not only would contribute to 
elevating the standard of living in these communities but would substantially 
add to their economic growth potential by making them more attractive to 
prospective investors in commercial and manufacturing establishments. 

There would be limited antirecession value under the proposed bills as they 
relate to general obligation bonds or unsecured loans. There are considerable 
delays in issuing bonds of this type because of the necessity of holding a gen- 
eral election to obtain the approval of the citizens of the community. As to 
unsecured loans, even with an interest rate of 2 percent, many Kentucky com- 
munities would be prevented from participation because of tight budget situ- 
ations. 

However, with respect to revenue-producing facilities such as parking lots, 
airports, and recreational projects, there would be only the small delay of 
planning and passing a city ordnance, and thus the legislation could be ex- 
pected to have an almost immediate job-producing effect. 

The antirecession value of the proposed legislation would be increased if these 
bills were liberalized so as to provide for outright grants for essential non- 
revenue-producing public facilities (such as streets, sidewalks, and publi 
buildings) to communities located in areas of substantial labor surplus and 
having a demonstrated inability to repay loans or to issue additional general ob- 
ligations bonds because of existing indebtedness being at the maximum legal 
limit. 


NoTES ON SENATE Brut 964 (INTRODUCED BY SENATOR DOUGLAS) AND Howuse BIL! 
6215 (INTRODUCED BY Mk. SPENCE) TO ESTABLISH PROGRAMS TO ALLEVIATE CON- 
DITIONS OF SUBSTANTIAL AND PERSISTENT UNEMPLOYMENT AND UNDEREMPLOY- 
MENT IN ECONOMICALLY DEPRESSED AREAS 


These two measures are very similar in content. In general, they would make 
available to designated industrial and rural redevelopment areas 

1. Loans for constructing and rehabilitating industrial and commercial facil- 
ities and the purchase of necessary machinery and equipment. 

2. Loans and grants for building public facilities. 

3. Increased assistance to provide for needed vocational training facilities. 

4. Subsistence payments to individuals in these areas who are training for 
new jobs. 

5. Preferential treatment under the existing Federal urban-renewal provram. 

Although these proposals are of interest to Kentucky because of the existence 
of chronically depressed areas in the eastern coal field and other sections of the 
State, there is serious doubt whether they will bring about any considerable 
amount of improvement in the economies of the many of the areas for which 
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they have been designed. This view is taken because the proposed legislation 
is based on the assumption that a lack of money for undertaking the construction 
of industrial and commercial facilities is one of the major handicaps from which 
these areas suffer and that making loans available for such projects would be an 
effective means of alleviating widespread and persistent unemployment. This 
is considered an assumption that would be difficult to support, at least insofar 
as the chronically depressed areas of Kentucky are concerned. The economic 
distress of the eastern coal mining region and other parts of Kentucky is at- 
tributable to more deep-seated problems than financial inability to construct 
new factories and commercial buildings. They are problems of rugged terrain, 
lack of adequate highway and rail facilities, shortage of industrial water, and 
the poor quality of community facilities in general resulting from low tax 
revenues and chronic underdevelopment. It should be noted that financial 
aid for building and improving public facilities in both measures is tied into 
prospective industrial or commercial projects by the provision that the proposed 
public facilities will provide more than a temporary alleviation of unemployment 
or underemployment. 

It is agreed that the problems confronting such areas are larger than can be 
solved effectively at State and local levels. But itis felt at the same time that 
neither will Federal action be competent to deal with these problems unless 
their basic nature is fully recognized. In general, these bills seem to deal with 
symptoms rather than fundamental causes. 

Both of the above bills are carryovers from the 1st session of the 85th Con- 
gress and therefore neither was written with the current recession in mind or 
ean be regarded as antirecession measures. Not only are procedures for ob- 
taining loans and grants rather complex, but each proposal stipulates that the 
project for which a loan or grant is sought must provide reasonable assurance 
that it will provide more than a temporary alleviation of unemployment or 
underemployment. 

The CuatrmaNn. I think you have a good one. I want to thank 
you for the fine statement you have made. 

Mr. Parman. Mr. Chairman, may I ask him one question ? 

Mr. Tate. Mr. Chairman, I also have one. 

The CHarrman. Mr. Brown. 

Mr. Brown. Governor, I have known you for many years, and have 
been one of your admirers. On behalf of the committee, I want to 
thank you for appearing and testifying. 

Governor Cuanpier. Thank you, ‘Mr. Brown. It is good to see 
you again. 

The Cuarrman. Mr. Talle. 

Mr. Tatie. Thank you, Mr. Chairman. 

I don’t feel I should speak for the whole committee, but, speaking 
for the minority, I want to say that we hold our chairm: in in very 
great esteem, and you are free to report back to the people of Ken- 
tucky that we do hold Mr. Brent Spence in very great esteem. 

I think your statement, Governor, is worthy of the chief executive 
of the State of Kentucky. Now may I point to page 8 and say, very 
quickly, since time is short, that I commend you for what you say 
about establishing a federally sponsored coal-research institute. 
Research of that sort has been helpful in some States, including North 
Dakota, where there is a lot of lignite. It is a splendid idea. May 
I commend you for your statement, “Americans would rather work 
than be ‘remittance men’ from the labor market. 

There is only one other question I would like to leave with you to 
ponder, and that is in connection with the project at Louisville in- 
volving $23,500,000. Your credit is very good, sir, in Kentucky, and 
the Louisville bonds are sold to yield 2.4. 

We are in this tough spot in the Federal Government, as you know, 
Senator, and Governor, that investors have to pay taxes on a Govern- 
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ment issue. The 1969 issue, 4 percent, sells today at a price to yield 3 
percent, so that would be a difference of 2.4 as against 3. I don’t want 
to raise any difficulty about that, but I just point to that situation. 

Governor Cuanpier. May I say to you that, recently, I sold $70 
millions worth of bonds for the Commonw ealth at an interest rate of 
2.98. I reinvested that money in Federal Government bonds, and I 
have already made $226,000. I think, if I may modestly say so, I 
have had something to do with our credit down there, and it is real 
good. 

Mr. Tauxe. I think you are a good disciple of Aristotle, whose ideal 
was the golden mean. 

Governor CuanpieEr. I have nobody that I wish to punish, please 
understand. 

I assume, and I know this is true, I served with a great many of the 
men here on both sides of the aisle, and I know that patriotism 
does not belong to any one side. I assume that all of you are doing the 
best you can, with God’s help, to get us out of this trouble, and I have 
not assumed that I know all about it. I have just tried to give you 
the facts then, if I can help, I would like to be of assistance. I do 
not question the motives or patriotism of the men on both sides. 
I know you want to do the best you can. 

Mr. Tautie. Thank you, Governor, and I hope you see the ball 
game this afternoon. 

Mr. Parman. Governor, I shall not detain you long, but I expect 
to ask you a question whic h I expect to ask the other governors about 
our tax systems in the local, State, and Federal Governments. 

In our State, we depend for local taxes largely on ad valorem 
taxes, and we have disc ‘overed, very much to our distress, that in ad 

valorem taxes many people pay taxes on what they owe rather than 
what they own. Veterans buy homes and make no downpayment on 
them at all, but they can make the monthly payments, and they are 
and they have the pride of equity ownership. 

Now, they render that property for taxation as though they own it, 
and they pay taxes on the value as though they own it, but they don’t 
own it; they owe for it, and they pay taxes on what they owe, which 
I consider the most burdensome tax on earth. 

I think that the Congress should consider asking for a tax study 
that would embrace the Federal Government, the State governments, 
and the political subdivisions, including the counties and cities, in 
which they would make a determination as to whether or not we could 
ufford to let the Federal Government and the State governments levy 
and collect the taxes for all these municipalities and all these counties 
and all these political subdivisions and allocate it in a way that these 
bonds coud be retired. In other words, to refund all existing bonded 
indebtedness. Do you see anything in that that might be worthy of 
consideration, Governor Chandler? 

Governor CHanpter. Mr. Patman, I think, if you could pursue 
that, that is one of the pressing needs, were it done well and quickly, 
to paraphrase a quotation from Shakespeare. I tell you this, we get 
our taxes, of course, from incomes and from certain other excises. We 
only have a nickel on real estate for estate purposes. We leave the 
real estate, of course, to local governments. 

But any piece of property that is a tax subject ought to be taxed one 
time, an amount sufficient based on the ability to earn, or make a return. 

25491— 58 6 
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But what we do; we get it and choke it to death. And we are chok- 
ing property. It is now nota question any longer of a fellow owning 
it. You don’t own it. You confiscate it by the long arm of the tax- 
gatherers—and, goodness knows, we just extend his arm all the time. 
I have felt, and I feel now, that the Congress could be authorized in 
some way—and I think we have men sm: wrt enough in this Republic— 
to revise our tax structure. It ought to be done at the earliest possible 
moment; it is way past due. I think they ought to allocate certain 
tax subjects exc ‘lusiv ely to the States. 

They ought to reserve others for the Federal Government, but this 
thing of bumping a fellow on the head 4 or 5 times, either on income or 
excise or ad valorem, it is wrong, Wright, and it just cannot be 
justified any i ice on this earth. 

Mr. Parman. I appreciate your comments, Governor. Can you 
see anything in this suggestion that the Federal and State govern- 
ments should levy and collect taxes and remit it to these others some 
way by making everybody pay a fair share of the taxes / 

Governor CHANDLER. Yes, sir. 

Mr. Parman. In view of the fact that we have billions of dollars 
of obligations against local property that pay no taxes locally at 
all. 

Governor CHANDLER. That is right. 

Mr. Patman. Now, this veteran I am talking about, or any other 
person, whether he is a veteran or not, the security that really owns 
that property is in another State. 

Governor CHanbieR. That is right. 

Mr. Parman. And that security pays no tax at all for any purpose 
in that local community. And I don’t know of any other way that 
you can reach them except an overall tax by the State and the F ‘ederal 
Government. And I think that is worth exploring. 

Governor CHanpiER. I most certainly do, and I have studied, 
Wright, your small-capital bank system for small business and I 
think there is much merit in that, my friend, too. I think you could 
very well pursue that because the small fellow cannot borrow. He is 
in trouble and as time passes, will be in more serious trouble. 

Now, let me say one more thing. The President of the United 
States in his speech last year at the governors’ conference at Williams- 
burg made a proposition to the Governors which they did not take 
to, but they should have. Hhis statement was sound. He invited 
them to come and enter into the discussion with him on ways and 
means to readjust the tax structure so that we pay—I will take my own 
State, and everybody can take his own, because you can explain it 
better that way—a $1,500 millions Gaercsimnate contribution to the 
Federal Government by way of taxes, in a yea 

Well, it makes all sorts of trouble for me i support a general fund 
budget of $131 and $135 millions for the next biennium which is up 
from $122 and $126. We hold the line, we fight the battle but they will 
not question the Federal Government about taxes but they will fuss at 
the State level with everybody. 

And we have one of the most modest general fund budgets of any 
State in America and 63 cents of every dollar goes to education, which 
is sixty-three cents of every general tax fund dollar. 

Now the President invited these Governors, Mr. Talle, and why 
they did not take him up, I do not know, but they should have. The 
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time will come that they will have to meet together and readjust our 
tax system. I am certain we have fellows sm: rt enough in this country 
who know taxes and finance. If we do not do it, we are never going 
to get away from this terrible debt. You know I am an oldtimer. 
I remember when under Mr. Coolidge it was the first time we had a 
billion dollar budget. 

Some fellow says, “My God, we have a billion dollar budget.” 
Well it was a billion dollar country, you understand. 

Now the interest on the national debt is 7 or 8 times that, just to 
start with, you understand, and I wonder what Coolidge would say 
if he were back here again. He was a thrifty fellow. I think we 
must overhaul this tax structure and this division of public money 
to these—and we must, of course, consolidate some of these things. 
We have too many tax grabbing and spending agencies. 

Mr. Parman. We have 3,000 of them in the United States. 

Governor CHanpbier. It isawful. It is terrible. 

Mr. Parman. They contemplate refunding all this indebtedness. 
From the local school district, road district, drainage district and all 
the rest, and all the State obligations, refunding them some way. 

Governor CHanpier. Yes, sir. I heartily agree with you. I don’t 
want to be in the position of boasting, but I did it for Kentucky, you 
understand, 20 years ago—and if they do it in all the States, then the 
Federal Government can do it, too. Kentucky is just one reasonably 
small State out of the 48, but we refinanced and paid off a disorderly 
debt, and restored our credit, and we have had a balanced budget for 
more than 20 years and we live within our income and have money 
left. 

It is as simple as that. To balance your budget, you just do not 
spend as much as you take in. 

The CuarrmMan. I want to ask you a local question. Is Kentucky 
producing as much coal now as it formerly did ? 

Governor Cuanpier. No. Our trouble there, Mr. Chairman, is that 
it took 29,000 men to produce what 48,000 men used to produce, 
because of mechanization. We have plenty of coal. The market has 
been depressed but we still have vast quantities of coal and we can 
produce any amount of coal. Fortunately for us, we have an un- 
limited supply of coal. 

The CuarrmMan. Then that condition is due to automation, is it ? 

Governor CHANDLER. Partly. That has cut the number of miners 
from 48,000 in 1950, to 29,000 this year. 

The Cuairman. They are sending as much coal to the market 
they formerly did? There has been no decrease 

Governor Cuanpier. Oh, no. We could send much more if people 
would buy coal but that is the normal production, yes. 

The Cuatrman. The railroads that are hauling it are hauling it 
with diesel engines ¢ ¢ 

Governor CHanpier. And going right through the coal fields. 
That was a sad day for everybody in the coal fields. It is like the d: ay 
we took the horses out of the cavalry. E verybody was sick at home, 
because we were a horse country and we thought there would never 
be a time when we would have a cavalry w ithout horses. 

The Cratrman. The railroads are down, too. One diesel engine 
will haul what originally required 3 trains and there are 2 crews out 
of a job. And then the roundhouse is gone. The roundhouse was 
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the great employer of labor. They don’t have the roundhouse any 
more because they don’t need a roundhouse to repair the diesel engine. 

Governor Cuanpier. The passenger traffic on the railroads, of 
course, has disappeared and I am going to hold out. I held out longer 
than anybody walking without shoes, you understand, and I am going 
to hold out also on abandoning railroad travel. I am going to keep on 
riding the trains, but if people quit riding the trains, they will stop 
running them, too, you see, and that is what has happened to us. 

The Cuatrman. The coal-carrying railroads burn oil ? 

Governor CHANDLER. Yes, sir. 

The Cuatrman. I know there are 1 or 2 roundhouses, one down in 
Paducah that employed about 3,500 or 4,000 men. 

Governor CHanoter. It is silent now and the windows are broken 
and there is nothing around it. 

The Cuatrman. Now, how are we going to meet that condition? 

Governor CuHanpier. There is only one way. You take a great 
country like eastern Kentucky with its admittedly fine people who 
have been there, and who had never been out until the First World 
War—people had always lived in that country and they were stout, 
pioneer people. And they are today. They depended on coal. It 
is like Jim Stone representing the tobacco people who said he went to 
sell some people tobacco and he said the fellow said, “I got plenty of 
tobacco, I do not need any.” He said, “What was I going r to do then?” 

Supply and demand, of course, that law you c annot defeat. If you 
have more produced than you can sell. We have to find new uses 
for coal. Gertainly this institute of discovery that Congressman 
Talle agreed with there, would be a fine thing. There are new uses 
that can be made of coal, but we have to find out by research and dis- 
covery what it is. 

As soon as we find out what it is, we have plenty of coal and we 
can employ more: people in the coal industry. But we have to stop 
those disastrous floods up there in eastern Kentucky, Mr. Chairman. 
That is proposition No. 1. Or else the coal mines and buildings and 
the business houses are destroyed in those valleys. We have to ‘refor- 
est that whole country, too, because those mountains are bare and the 
water runs over into those little canyons there and first thing a town 
is in distress. 

The Cuatrman. How do those people live up there now? 

Governor CuHanniEr. I told you their income is as low as $600 a 
year average. If that is living, that is the extent of it. 

The Crarman. Can’t any of them support themselves, at all? 

Governor Cuanpier. Well, I tried to give you a picture there and 
I think I did give you the number of people who were on relief— 
a totaled 84 ,000 i in 20 counties who get Federal commodities, now. 

The Cuarrman. And western Kentucky is just as bad ? 

Governor Cuanpier. Not to such a large extent, but in some areas 
of western Kentucky, and in the coalfields. 

The Cramman. Those people are not adapted immediately for 
other occupations, are they ? 

Governor Cuanpter. Mr. Chairman, they are very skilled men 
who can do the mine work and fellows who can run the machines 
there and those fellows are healthy and hardy generally and you would 
be surprised how quickly they learn when little industries come in to 
give them an opportunity. The labor force is very good. The ex- 
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perience of new industries with this labor force is very good. But 
new industries cannot come into the eastern Kentucky section as long 
as the threat of the flood stays there. 

They are afraid to invest their capital money there. You cannot 
blame them. 

The CHarman,. No, I do not blame them. 

Governor CHANDLER. You know we have made great progress in 
getting new industries to come into Kentucky and we have provided 
a great many new jobs in the last 2 or 3 years, but we had industries 
on the verge of moving into some of those communities and as soon 
as the flood came, they canceled their plans. 

The CHamman. What new industries would come in there? 

Governor CHANDLER. Well the chemical industries and all of the 
vital industries ought to come in there. Goodness knows, our position 
on the map, just look at it, Mr. Chairman, we are beyond the moun- 
tains and across the rivers. Our area offers great protection, if we are 
ever going to be in danger on either seaboard. I have said oftentimes, 
and I believe it is true, that civilization as we know it may last longer 
in the valleys of Ohio and Kentucky than any place else on earth. 
When the Federal Government selected Fort Knox as a depository 
for our gold, that was no accident. 

We are fairly safe, if anybody is going to be safe, in the place 
where weare. The natural barriers there bless us. 

Mr. Tarte. You have wonderful water transportation. 

Governor CHAanpLEeR. We do. We have more navigable waters if I 
may say to you, than any State in America. That is not very well 
known generally. 

The Cuarrman. There are more navigable waters than any other 
State in the Union, possibly. 

Governor CHANDLER. Yes, sir, and it is pretty much all over us when 
floods come. When the floods come, it demonstrates clearly that we 
have plenty of water. 

The Cuamman. Those people can’t wait. They have to have some 
relief. 

Governor CuHanpier. Mr. Chairman, their situation is urgent. It 
has been urgent for quite a while and I think now it has been getting 
progressively worse, as I say. That is true. There is no question 
about that. 

But you could do it better by first securing the place, by building 
the dams and harnessing the water up there in that country. Then 
when people think it is secure, I think we might not have great dif- 
ficulty in inviting and getting industries to come in. 

The Carman. It didn’t cover all of Kentucky. 

Governor CHANDLER. It covered many cities. At Prestonsburg, the 
water came down those mountains and ran through those gorges at 
alarming force and swept everything in front of it. I was in cities 
and towns in eastern Kentucky during those floods when the water 
was up to the eaves of the houses. 

The Cuatrman. I understand that unemployment has been greater 
than any other State. 

Governor CHanpiEr. It is 126,000. That is the present approxi- 
mate figure. 

The Cuatrman. By reason of mechanization, how much work can 
1 man do as opposed to the old way, can he do the work of 4 or 5 men? 
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Governor Cuanpter. I will find out for you. I have a coal man 
right here. There is Mr. Laviera from eastern Kentucky. 

Ask that question again, Mr. Chairman, please, sir. 

The Cuarrman. I wanted to know how much labor one man can per- 
form now, under the mechanized system, as opposed to what could have 
been performed heretofore / 

Mr. Laviera. Under hand loading, the man produces about 5 tons 
a day. Now with the latest machinery, a man can produce 20 tons 
a day. 

Governor CuanpiEr. Four times as much with a machine. 

The CuatrrmMan. That is a condition that exists everywhere. In all 
the mines all over the United States. 

Governor CHANDLER. It is more than they used to be. 

Mr. Lavirra. Many are in the process of being. It is a very expen- 
sive process and requires immense capital expenditure. Those that 
can are trying todo it. There are some that are not able to. 

The Cuarrman. The mines not able to do it cannot compete with the 
mine that does. 

Mr. Laviera. Not very long. 

The CuarrMan. That isa very deplorable condition. 

Governor CHanbLerR. There are some industrious fellows up there 
who run the truck mines who do pretty well. They have to hustle, 
though, to compete with a fellow who has a mec shanized mine. They 

cannot compete in volume and they have to use energy and work long 
isolate He is the little fellow. W e have some of those, too. 

Mr. Laviera is a coal operator in eastern Kentucky. 

The CuarrmMan. That is a need that we must meet before long. 
Those people can’t stay out of employment indefinitely. 

Governor CHANDLER. It is important, though, to secure that country 
so they will not have floods any more. That is the first proposition, 
Mr. Chairman. If you do not secure that country so it cannot be 

‘avaged by these damaging floods, it does not make any difference. 
You cannot get a fellow to take his money and take his plant up there. 
He would be foolish if he did. 

Mr. Laviera. Mr. Chairman, Governor Chandler I know is speaking 
of firsthand knowledge because he had an industry lined up to come to 
Paintsville last year ‘and they were going to make a visit there about 
the time that this flood struck. The citizens of the town went out and 
bought a piece of land to have available for this manufacturer and he 
was scheduled to come to Paintsville almost the day that the flood was 
at its crest. He did not come and we have never heard of him since 
then. 

The CuatrMan. What was he going to manufacture ? 

Mr. Laviera. Matches. Governor Chandler, I know, exerted every 
effort that the State had to induce this manufacturer to come there and 
he was almost actually committed to it. 

Governor CHANDLER. I visited him in a large city and went through 
his plant. I thought I had plans made but w hen the flood came, what- 
ever plans we understood we had, had disappeared. 

Mr. Barretr. Governor, may I ask you a question: Would you will- 
ingly take some industry out of Phil: set u? 

Governor Cuanpier. I sure would. I don’t wish you any harm, 
Mr. Barett, but I surely would. If they ever get a good look at the 
promised land, Mr. Barrett, I will get them, too. 
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The Cuarrman. Thank you. 

Mr. Bervts. I have one question I want to ask you, Governor. I did 
want to preface my remarks by saying it is refreshing to have a Gov- 
ernor come in here and say the States should do more and the Federal 
Government less. I understand you are doing this with this little 
RFC you have; is that correct ? 

Governor Crnanpier. Yes, sir, Mr. Betts, we passed it for that 
purpose. 

Mr. Berrs. I don’t want to take too much of your time, but would 
you give us something of the background ? 

Governor CuanpiEr. I have a copy of Kentucky Senate Bill 315 
here with me and it would take me too long a time to read it in its 
entirety. 

Mr. Berrs. We would be happy to have it in the record. 

(The document referred to is as follows :) 


[Senate bill No. 315, regular session, 1958] 
AN ACT Relating to economic development 


Whereas there currently exists in certain areas of the Commonwealth the need 
for an increased number of industrial enterprises so as to bring about more 
beneficial utilization of human resources, and the products of our mines, forests, 
farms, industries, and other resources ; 

Whereas it is a proper responsibility of State Government to assist and encour- 
age in every way possible, compatible with the principles of free enterprise, the 
development and expansion of business and industry, by which may be provided 
enlarged employment opportunities and a higher standard of living for the 
people of this Commonwealth ; 

Whereas the device under which private community industrial development 
organizations in Kentucky acquire and improve industrial sites and acquire and 
build industrial buildings with funds raised through popular subscription, mort- 
gage borrowing or otherwise, for lease and sale to new and expanding industries 
has proven effective in creating new employment and business opportunities 
locally, is in accord with the American tradition of community initiative and 
enterprise, and requires and deserves encouragement and support from the 
Commonwealth ; 

Whereas by increasing the number of community industrial sites and building 
projects presenting attractive opportunities for private investment in such areas, 
a larger portion of the private capital available in Kentucky for investment can 
be put to use in the general economic development of the Commonwealth ; 

Whereas existing programs for the economic development of the Common- 
wealth may be made more effective through the establishment of a source of 
intermediate venture capital to bridge the gap between funds available from 
banks and other private lending institutions, on the one hand, and from local 
development organizations, on the other hand ; 

Now, therefore, 


Be it enacted by the General Assembly of the Commonwealth of Kentucky: 

Section 1. This Act shall be known as the Industrial Development Finance Act. 

Section 2. It is the purpose of this Act to promote the health, safety, morals, 
right to gainful employment, business opportunities, and general welfare of the 
inhabitants of the Commonwealth by the creation of a body corporate and politic 
to be known as the “Industrial Development Finance Authority” which shall exist 
and operate for the public purpose of alleviating unemployment and furthering 
the utilization of natural and manmade resources by the promotion and develop- 
ment of industrial and manufacturing enterprises in local communities of the 
Commonwealth. Such purposes are hereby declared to be public purposes for 
which public money may be spent. 

Section 3. As used in this Act unless the context requires otherwise: 

(a) “Authority” means the Industrial Development Finance Authority ; 

(b) “Local development agency” means any incorporated organization, foun- 
dation, association or agency, regardless of the particular name, to whose mem- 
bers or shareholders no profit enures, and which has as its primary function the 
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promotion, encouragement and development of industrial and manufacturing 
enterprises ; 

(c) “Industrial building project’ means any site, structure, facility or un- 
dertaking comprising or being connected with or being a part of an industrial 
or manufacturing enterprise established or to be established by a local de 
velopment agency; and 

(d) “Industrial subdivision project” means any tract of land of not less than 
fifty acres, located within or near the corporate limits of a city, together with 
utilities, services, and access roads, to be acquired by a local development 
agency and sold or leased to one or more manufacturing enterprises ; 

Section 4. (1) There shall be an Industrial Development Finance Authority 
in the state government which shall be an agency independent of the Fxecutive 
Branch. 

(2) The Authority shall consist of the Lieutenant Governor who shall be 
the chairman, the Commissioner of Banking, the Commissioner of Economic 
Development, the Commissioner of Economic Security, and the Commissioner of 
Finance, and three additional members appointed by the Governor, one each to 
be appointed from lists of nominees submitted by the Kentucky State Banker’s 
Association and the Kentucky Chamber of Commerce, and a third to be a Ken- 
tucky member in good standing of the National Association of Securities 
Dealers. 

(3) The members initially appointed by the Governor shall be appointed for 
terms of two, three and four years, respectively, from the date of their ap- 
pointment and until their respective successors shall be duly appointed and 
qualified, the term of each appointed member to be designated by the Governor 
at the time of his appointment. Their successors shall each be appointed for 
a term of four years, except that any person appointed to fill a vacancy shall 
serve only for the unexpired term. Any appointed member of the Authority 
shall be eligible for reappointment. 

(4) Members of the Authority shall be entitled to no compensation for their 
services as members, but shall be entitled to reimbursement for all necessary 
expenses incurred in connection with the performance of their duties as members. 

Section 5. (1) A majority of the members shall constitute a quorum for the 
purpose of organizing the Authority and conducting the business thereof, and, 
except in the instance of applications for financial assistance, all action may 
be taken by a vote of a majority of the members present, except where regu- 
lations of the Authority prescribe a larger number. Approval or rejection of 
loan applications shall be by a majority vote of the full membership of the 
Authority. 

(2) The Authority is authorized to make reimbursement to any agency of 
the Commonwealth for such special expenses as may be incurred in the pro- 
vision of any services or the use of any facilities required by the Authority. 

Section 6. The Authority may exercise all powers necessary or appropriate to 
carry out and effectuate the purposes of this Act, including the following powers, 
in addition to others herein granted: 

(a) To cooperate with local development agencies in their efforts to promote 
the expansion of industrial and manufacturing activity ; 

(b) To conduct hearings and other methods of examination and to authorize 
any of its members to do so on any matter material for its information and 
necessary to the determination of the feasibility of industrial building and indus- 
trial subdivision projects ; 

(c) Accept gifts or grants from any source, and to enter into contracts or other 
transactions with any federal agency ; 

(d) To make contracts of every nature and to execute all instruments necessary 
or convenient for the carrying on of its business; 

(e) To take title by foreclosure to any industrial building project where such 
acquisition is necessary to protect any loan previously made therefor by the 
Authority and to sell, transfer and convey any such industrial building project 
to any responsible buyer. In the event such sale, transfer and conveyance cannot 
be effected with reasonable promptness, the Authority may in order to minimize 
financial losses and sustain employment, lease such industrial building project to 
a responsible tenant or tenants; 

(f) To take title by foreclosure to any industrial subdivision project where 
acquisition is necessary to protect any loan previously made therefor by the 
Authority and to sell, transfer, and convey any such industrial subdivision 
project to any responsible buyer, including the Commonwealth of Kentucky ; 

(zg) To adopt, use and alter at will a corporate seal ; 
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(h) To appoint officers, agents and employes and to prescribe their duties 
and to fix their compensation, within the limitations provided by law; and 

(i) To promulgate reasonable regulations for the administration of this Act. 

Section 7. The Authority shall make such examinations as are necessary to 
determine the financial soundness and feasibility of an industrial building or 
industrial subdivision project. Such determination shall be a prerequisite to 
granting of any loan to a local development agency. 

Section 8. The Authority shall promulgate regulations governing its proceed- 
ings and its determinations of eligibility for loans. Such regulations shall be 
based on transportation facilities, available utilities, existing industrial land, 
zoning, real estate prices, labor supply, unused natural resources, capital available 
for investment, and other relevant considerations. Regulations governing appli- 
cations shall obtain full disclosure of financing plans and evidence that establish- 
ment of a new industrial subdivision will not be competitive with an existing, 
improved subdivision or that establishment of a new industrial building project 
will not cause an existing facility to relocate. Regulations governing the grant- 
ing of loans shall be based on the expressed purposes of this Act and shall be 
such as to reasonably protect the loan by the Authority. 

Section 9. (1) Any local development agency may apply to the Authority for 
assistance in an industrial building or industrial subdivision project. Applica- 
tions shall be made in a manner prescribed by regulations of the Authority. 

(2) The Authority shall hold such hearings and examinations as to each 
application as shall be necessary to determine whether the public purposes of 
this Act will be accomplished by granting financial assistance to such 
applicants. 

Section 10. When it has been determined by the Authority that the establish- 
ment of a particular industrial building project has accomplished or will accom- 
plish the public purposes of this Act, the Authority may contract to loan such 
local development agency an amount not in excess of thirty percent of the cost 
or estimated cost of such industrial building project, as established or to be 
established. However, no industrial building project loan shall be made by the 
Authority to a local development agency until such agency has furnished proof 
of its inability to obtain from banks, insurance companies and other private 
lending agencies funds at the going cost of such money in amounts sufficient to 
to enable the agency to finance the project without the assistance of 
the Authority. 

Section 11. Before granting loans on industrial building projects not yet 
established the Authority shall first determine (a) that the local development 
agency holds funds in an amount equal to, or property of a value equal to, not 
less than twenty percent of the estimated cost of establishing the industrial 
building project, which funds or property are available for and shall be applied 
to the establishment of such project, and (b) that the local development agency 
has obtained from other independent and responsible sources, such as banks and 
insurance companies or otherwise, a firm commitment for all other funds, over 
and above the loan of the Authority and such funds or property as the local 
development agency may hold, necessary for payment of all the estimated cost of 
establishing the industrial building project, and (c) that the sum of all these 
funds, together with the machinery and equipment to be provided by the respon- 
sible tenant or responsible buyer is adequate to insure completion and operation 
of the plant or facility. 

Section 12. Before granting loans on industrial building projects already 
established, the Authority shall determine (a) that the local development 
agency has expended funds in an amount equal to, or has applied property of 
a value equal to, not less than twenty percent of the cost of establishing the 
industrial building project, and (b) that the local development agency obtained 
from other independent and responsible sources such as banks and insurance 
companies or otherwise, other funds necessary for payment of all the cost of 
establishing the industrial building project, and (c) that the local development 
agency participation and these funds, together with the machine and equip- 
ment provided by the responsible tenant or responsible buyer, has been adequate 
to insure completion and operation of the plant or facility. The proceeds of 
any loan made by the Authority to the local development agency pursuant to 
this Section shall be used only for the establishment of additional industrial 
building projects in furtherance of the public purposes of this Act. Loans by 
the Authority under this Section shall not exceed the total investment of the 
local development agency. 
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Section 13. When it has been determined by the Authority that the establish- 
ment of a particular industrial subdivision project of such local development 
agency will accomplish the public purposes of this Act, the Authority may con- 
tract to loan such local development agency an amount not in excess of fifty per- 
eent of the cost or the estimated cost of such industrial subdivision project to be 
established. 

Section 14. Before granting loans on industrial subdivision projects not yet 
established the Authority shall first determine (a) that the local development 
agency holds funds or property or has obtained from other independent and 
responsible sources, such as banks and insurance companies and otherwise, a 
firm commitment for funds whose combination is equal to not less than fifty per- 
cent of the estimated cost of establishing the industrial subdivision project, and 
(b) that the sum of these funds and the loan made by the Authority is adequate 
to acquire clear title to the land to be used for the industrial subdivision project 
and to pay the costs incurred to provide it with such utilities, access roads 
and other facilities as to make it attractive as a site for one or more manufac- 
turing enterprises. 

Section 15. Every loan of the Authority shall be for such period of time and 
shall bear interest at such rate as shall be determined by the Authority and 
shall be secured by bond of the local development agency and by mortgage on 
the industrial building or industrial subdivision project for which such loan was 
made. 

Section 16. When any Federal agency participates in the financing of an in- 
dustrial building project by loan, grant or otherwise of Federal funds, the 
Authority may adjust the required ratios of financial participation by the local 
development agency, the source of independent funds, and the Authority in such 
manner as to insure the maximum benefit available to the local development 
agency, the Authority, or both, by the participation of the Federal agency. No 
such adjustment of such ratios shall cause the Authority to grant a loan to the 
local development agency in excess of thirty percent of the cost or estimated 
cost of the industrial building project. 

Section 17. (1) There shall be a special revolving trust and agency fund in 
the Treasury of the Commonwealth to be known as the Industrial Development 
Finance Fund to which shall be accredited all funds appropriated by the Gen- 
eral Assembly to the Authority and all funds obtained from other sources, and 
all other deposits and repayments, both principal and interest, involved in admin- 
istration of this Act. 

(2) All loans to local development agencies and all costs of administration of 
this Act shall be paid out of this Fund. Payments shall be made in the same 
manner as other state expenditures, except that they shall be subject to the 
approval of the Department of Finance only as to availability of funds. 

(3) At any time that the Authority determines that monies in the fund are 
in excess of the amount needed by the Authority to carry out the purposes of this 
Act, the Authority shall take such action as shall be required to release such 
excess from the fund and transfer the same to the appropriate fund of the State 
Treasury. 

Section 18. No member of the Authority or officer or employe thereof shall 
either directly or indirectly be a party to or be in any manner interested in any 
contract or agreement with the Authority for any matter, cause or thing what- 
soever by reason whereof any liability or indebtedness shall in any way be 
created against such Authority. If any contract or agreement shall be made in 
violation of the provisions of this Section the same shall be null and void and no 
action shall be maintained thereon against such Authority. 

Section 19. (1) The Authority may negotiate with other agencies of the state 
government to obtain the use of monies which such agencies are authorized to 
invest in government obligations. Funds so negotiated shall be transferred on 
an interaccount basis to the Industrial Development Fund and shall be deemed 
to be investments in obligations of the Authority and not of local development 
agencies. The Authority may also negotiate with the State Property and Build- 
ings Commission for the issuance and sale of revenue or other authorized bonds 
in accordance with the methods prescribed in KRS 56.520 for the purposes of 
this Act. 

Nothing in this Act shall be construed to give the Authority power to pledge 
the credit or taxing power of the Commonwealth or any of its political subdi- 
visions, nor shall any of the Authority’s obligations be deemed to be obligations 
of the Commonwealth or any of its political sunaivisions. 
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Mr. Berrts. That is all, Mr. Chairman. 

Mr. Barrerr. Just one question, Governor. I understand you paid 
$1.5 billion in taxes to the Federal Government. 

Governor Cuanpier. That is approximately it. 

Mr. Barrerr. What part of the State dollar did you pay; do you 
know ¢ 

Governor Cuanpbuer. I did not get that question. 

Mr. Barrerr. How much of the dollar do you give to the Federal 
Government in taxes? Breaking that $1,500 ‘million down? Do you 
have any idea? Thirteen cents or fourteen cents of the dollar? 

Governor CHANDLER. We gave it all. We gave a billion, five hun- 
dred million dollars in taxes. They collected that many dollars from 
us. That is your income from Kentucky. 

Mr. Barrerr. But how much of the dollar does the State have for 
its own needs ? 

Governor Cuanpier. Approximately two-thirds since total personal 
income in Kentucky is only about $4 billion. I told you I have great 
difficulty meeting a $131 million budget and a $135 million budget. I 
think we have the most modest general fund budget of any State of 
comparable size in the country. That compares favorably, and it is 
modest when you compare it with Tennessee and with Virginia and 
other States, our neighbors. 

You will find their general fund budgets are much higher. And 
Georgia’s is much higher. Way above and beyond. We have about 3 
million people, and that is a modest general fund budget. I may say 
not satisfactory. Everybody wants more, you understand. It is diffi- 
cult to satisfy the appetite of people to spend money. 

Mr. Vantx. Mr. Chairman, I have a question. 

The CHarrman. Mr. Vanik. 

Mr. Vanik. I would like to ask the Governor just one question: 
With respect to the current crisis which we are concerned with, has 
the State Legislature of Kentucky—have you taken any steps—are 
you in session now, in an emergency session—— 

Governor Cuanpier. The Kentucky General Assembly has just ad- 
journed. 

Mr. Vanix. Are you prepared to go along with the Federal pro- 
gram discussed in extending benefits on either a loan or a direct- 
payment basis ? 

Governor CiHanpier. I think we are in fine order. There is only 
one thing that I saw in there that might make trouble for us. You 
have a 50-year proposition and I think 40 years is as far as we can 
go, but outside of that I think our laws are in fine shape. 

Mr. Vanik. It wouldn’t take the legislature long to match up with 
a Federal program in any way. 

Governor Cuanpuer. I think we are in fine shape now. 

Mr. Vanix. Are the people in your State in fear of the federaliza- 
tion of the system because of what the Federal Government might 
do by way of this emergency ? 

Governor CHANDLER. No. There is some fear, of course, =n the 
schools, as I indicated to you, but otherwise there is not any fea 

Mr. Vantx. With respect to the Federal unemployment Smee 
tion system, do they fear it might disturb the State actuarial system 
in any way ? 
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Governor CuanpiER. No, sir; we are very fortunate. We have the 
same unemployment compensation commission that was appointed, 
save one who just recently retired, when the law was passed by the 
previous administration when I was Governor in 1936. We have con- 
tinuity all through that time. The same fellows are running it who 
were running it when it was organized in 1936. 

Mr. VaniK. I can’t quite agree with you fully on this matter of the 
excise. I don’t think it resulted in additional jobs as far as theater 
admissions are concerned. They seem to charge more for cinema 
bloopers than they ever did before. 

Governor Cuanoier. They should not do that. 

Mr. Vanix. With respect to the cabaret tax, the prices seems to 
have gone up and I don’t think we have gotten any gain from that. 

Governor CHANDLER. People, being w hat they are, can take advan- 
tage of the situation, but it was intended good. We meant well by it. 

fr. Vanrx. You can do the same with automobiles. Take $100 off 
of a $4,000 monstrosity, that isn’t going to make anybody buy it. 

Governor CHanpter. I cannot guarantee the honesty of my fellow 
citizens, I wish I could. 

The Cuamman. Governor, I might suggest to you that the indebt- 
edness of municipalities are limited by the Constitution and m: uny of 
them are up to the limit. Under the community facilities bill, they 
can issue revenue bonds and the community facilities administration 
will lend on the revenue bonds and that will be a big help. 

Governor Cuanpier. Mr. Chairman, I have always felt—it is bet- 
ter to use the word “assistance”—I was raised in a school where I was 
taught to believe that it is all right to get assistance but not to get 
handouts. It is not good to have people believe that every time you 
get in trouble somebody is going to give you something. You have to 
earn what you get. Our people would like to be self-reliant and we 
would like to pay back, you understand—it is all right to be assisted 
when anybody needs assistance, but I have struck out the word “aid” 
or “handouts” or “grants.” I do not like those words. 

I think it is high time that we receive this encouragement. I think 
we have fairly well digested your bills. Maybe some good can come 
from my recommendations. I have tried to digest them as fairly as I 
could and tell you where we thought they were good and where we 
expressed some doubt about them. 

T think what you have said, Mr. Chairman, is entirely right. 

The CHamman. Your Congressm: in from Kentucky, “and your 
admirer, Mr. Gregory, is in the audience. 

Governor CuHanpuer. He is a fine man. He is a fine gentleman. 

The Cuarmman. If there are no further questions, I w ant to thank 

ou. You have made a fine plea for your State and mine and we have 
ious glad to hear you. I hope we can adopt some of the suggestions 
you made. 

(Whereupon, at 12:35 p. m., the committee adjourned, to reconvene 
at 10 a. m., Tuesday, April 15, 1958.) 
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TUESDAY, APRIL 15, 1958 


House OF REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10 a. m., the Hon. 
Brent Spence, chairman, presiding. 

Present: Messrs. Spence, Brown, Patman, Multer, Barrett, Mrs. 
Sullivan, Mr. Reuss, Mrs. Griffiths, Messrs. Ashley, Vanik, Ruther- 
ford, Coad, Anderson, Breeding, Talle, Kilburn, Betts, Mumma, 
Hiestand, Seely-Brown, Henderson, and Chamberlain. 

The. Cuarrman. The committee will be in order. 

Mr. Berrts. Mr. Chairman, before Governor Leader takes the wit- 
ness stand, I would like to ask that there be inserted in the record 
at this point an article which appears in this morning’s New York 
Times by Arthur Krock, in which he comments on the statement 
made by Mr. Truman yesterday before the committee. 

Mrs. Grirrirus. Mr. Chairman, inasmuch as Mr. Krock is not 
appearing here in this investigation, I object. 

The CuatrMan. The objection is sustained, 

We have with us today Governor Leader of Pennsylvania. The 
Governor will speak on behalf of his State, which will deal solely 
with the present unemployment situation. 

I am sure we will all hear what he has to say with interest and I 
am sure, too, that his voice will carry weight with this committee. 

Mr. Mumma. I would like to be the second man to welcome Gov- 
ernor Leader. He is the Governor of my State and also a resident 
of Harrisburg for another year. I am certainly glad to see him here. 
I recognized his problem. 

Mr. Barretr. Once again it is my privilege to state that we have 
before us today the greatest Governor our State has ever had. So it 
is nice, Governor Leader, to welcome you here again. 

The Carman. You have bipartisan support, Governor, and I 
hope you will always have it. 


STATEMENT OF HON. GEORGE LEADER, GOVERNOR OF 
PENNSYLVANIA 


Governor Leaver. Thank you. I thought we were going to get 
into a debate for a minute. Mr. Mumma represents the Congress of 
the United States and thought I was the better Governor and I was 
rather looking forward to it, but somehow it has gone on the skids 
and maybe it 1s best for the situation in which we find ourselves. 
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I want to say that I am very grateful to Chairman Spence and 
the members of the Banking and C urrency Committee of the House 
for this opportunity to come here and discuss with you economic 
redevelopment legislation. I am very grateful to have the oppor- 
tunity to succeed or to follow the very illustrious former President of 
the United States who appeared here yesterday. 

I regret that I have not had an opportunity to completely study 
his testimony, but on the basis of newspaper reports, apparently it 
was quite broad in scope and quite extensive in nature. 

By contrast, I shall follow on a little more limited field, one a 
little more perhaps directly related to legislation before your com- 
mittee, Mr. Chairman. 

Again I say, Pennsylvania appreciates the opportunity to come 
before this committee and set forth its case for F — al legislation 
to assist in the economic redevelopment of the Nation’s areas of 
chronic labor surplus. 

As Governor of Pennsylvania, this is my third annual trip to 
Washington for this purpose. It is almost like the annual pilgrimage 
that people make here to see the cherry blossoms. I am especially 
happy to come here this time, inasmuch as I understand that the 
sponsors of the several bills on the subject of area redevelopment 
are engaged in discussions to iron out their differences with respect 
to items in the various proposals that have precluded passage of 
any kind of bill in previous years. If we from Pennsylvania can 
contribute in that task here today or in subsequent discussions and 
correspondence, we want. very much to do so. 

Surely, after the years of mens that have been given to proposals 
for Federal assistance in are redevelopment, it is time now for a 
meeting of minds on the det: ile. None of the items of earlier dis- 
agreement can possibly be as important as the critical need for legisla- 
tion of some kind now. 

Certainly we must not permit the dotting of i’s and the crossing 
of t’s to divert us from our real goal: To create jobs, to do it now, 
the sooner the better. 

The people who live in these labor surplus areas don’t care whose 
name appears on the bill or whether it is a Democratic bill or a Re- 
publican bill. They want a program that will put people back to 
work, 

With no intention of making a sectional self-serving plea, I 
think it is patent that Pennsylvania and some of the other States 
where we find labor surplus areas have missed out, over the years, 
on much of the massive Federal investment in resource develop- 
ment. The Federal investment made in the Tennessee Valley did, 
of course, deal directly with the problems of a region of economic 
underdevelopment, poverty and distress. But among the States of 
the East and the South, that project is the only one that stands out 
in the long list of Federal resource development projects, for ex- 
ample, in reclamation, irrigation, navigation and flood control for 
which Federal investments have been made. 

Those investments had led, particularly in the West, to dramatic 
gains in population, dramatic gains in income, agricultural produc- , 
tion and industrial growth. During these same years, in States 
of the East and South where no such investments have been made, 
we have witnessed the growth of areas of economic distress. 
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This is not to say that Federal investments elsewhere have been 
at the expense of c reating labor surplus areas among our States, nor 
that all areas of the South and the East. are susceptible to that type 
of river basin development. But if river basin and resource develop- 
ment is an economically justifiable object of Federal expenditure, cer- 
tainly Federal expenditure for assistance in area economic redevelop- 
ment is equally justifiable. 

The record of congressional hearings on this matter provides ample 
documentation for the observation that the Nation is letting go to 
waste, in the unemployment and underemployment of its distressed 
areas, a Substantial portion of the national manpower resource. And 
it is doing so while at the same time bearing, together with the States 
and local governmental units, the high cost of unemployment com- 
pensation and public assistance. 

This says nothing, of course, of the human misery and suffering 
we are permitting the people of these areas to suffer in the midst of 
what, except for recession periods, are the highest levels of production 
and employment ever known in the United States. 

For over two decades, we in Pennsylvania have seen markets for 
our anthracite coal shrink, with the advent of oil and gas for space 
heating. We have watched our bituminous coal operators produce 
more and more coal with fewer and fewer men, the result, of course, 
of mine mechanization. We lost much of our great textile industry 
to the South. We have been, and we remain, a very great State in 
railroad transportation—but diesel engines and reduc ed traflic have 
meant a drastic reduction in maintenance and operating employment. 

We have been, and we are, a very great steel-producing State. We 
can now produce something between a fourth and a third more steel 
than we did after World War II, and we can do it with substantially 
fewer employees due to automation and modernization of plants and 
equipment. 

These have been dominant industries in Pennsylvania. They are 
not all dominant industries in every State, nor in our neighboring 
States, for that matter. But they have been, and are, in Pennsylv: nia. 

It is unique, I submit, for a given State—especially one so large as 
Pennsylvania—to suffer concurrent and simultaneous maladjustment 
in its dominant industries. And these maladjustments explain the 
persistent proliferation of labor surplus areas in Pennsylvania. 

Lumber, textiles, anthracite and bituminous coal, transportation, 
steel—these have been major elements in the growth of our national 
ec onomy. 

When changing technology and market conditions, nationally, leave 
tens of thousands of workers in these industries without employ- 
and deprive the youth of entire regions of employment oppor- 
tunities “at home”—we have a for us something more than a prob- 
lem for individual initiative, or for community and State initiative. 
We have a problem beiebediar a repeailiine for the Nation as well. 

As this committee knows more expertly than we in Pennsylvania, 
Pennsylvania is not alone in this matter. " Southern Illinois and Indi- 
ana, northern Michigan, eastern Kentucky, and West Virginia, all 
the New England States, some States in the South are also ‘involved. 

Let the national income or gross national product slip for a while, 
and dozens of communities in these several areas show up in the labor 
market reports as areas of substantial labor surplus. And even dur- 
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ing very high levels of national economic activity, such as those of 
1956 and 1957, places like Erie, Scranton, Wilkes- Barre, Hazleton, 
Pottsville, Altoona, Johnstown, Uniontown, along 
with dozens of smaller Pennsylvania communities—remain areas of 
chronic mass unemployment. 

In light of all this, it was heartening to us in Pennsylvania to see 
both national political platforms in the last Presidential election 
campaign pledge our two great parties to national action on the 
matter of area economic maladjustment. 

Now I shall abbreviate a portion of the testimony that follows by 
referring to a group of charts that we have over here and I think 
perhaps “they will paint the picture as it exists in Pennsylvania, Mr. 
Chairman, without reading all the copy that I have in my manuscript. 

Each one of you have copies of that very same chart, however not 
in color, in the same order in which we are going to present these. 
I am afraid that might be a little far for some of you to actually see 
them well. Some of the other charts will be a little more legible from 
that distance. 

The first chart simply shows graphically the fact that from 1950 to 
1958, the solid line being the percentage of unemployment in Penn- 
sylvania, as against the broken line shown as the percentage of un- 
employment in the United States. You will note that Pennsylvania 
runs consistently and constantly above the national average. 

The second one from 1950 to 1958 shows Pennsylvania’s unem- 
ployment, again on a percentage basis, in periods of boom and in 

riods of recession. You will note there that Pennsylvania, both 
in times of relative prosperity and in times of recession, runs ahead 
of the national average in unemployment. 

This chart shows our labor surplus areas. Most of these are 
substantial labor surplus areas and most of them are major labor 
surplus areas. It shows the general distribution of labor surplus 
areas over our entire Commonwealth of Pennsylvania. 

The next one, chart 4, shows the degree of unemployment in our 
labor market areas there, starting with about 27 percent, 26 or 27 
percent now in the Uniontown-Connellsville area, and running down 
to my home community of York, where we have nearly 8 percent un- 
employment. 

Incidentally, that is one of the strongest diversified, industrial com- 
munities in the United States. I think the fact that York has now 
been added there, Congressmen, is an indication we have a very 
serious problem on our hands. That was a community that weathered 
out the depression of the thirties, perhaps less painfully than almost 
any other community in the U nited States. 

Mr. Mumma. I agree that York has the greatest diversification 
and that it is very proud of its ability to get these new industries. I 
helped to put a part of them there. 

rovernor Leaner. Thank you. 

Chart 5: This shows the high cost of employment in terms of the 
high cost of unemployment insurance and the cost of public assist- 
ance. 

I may say from 1950 to 1958—and it is not quite all of it covered 
there, that runs from 1953 to 1958—but from 1950 to 1958 in Pennsyl- 
vania, it cost the State and Federal Government $870 million for public 
assistance and it cost our unemployment compensation fund in those 
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8 years up to this time almost $1,300 million, so Mr. Chairman, I want 
to suggest to you and your distinguished committee that the cost of 
labor surplus areas existed whether w e have legislation or not. 

It is far more economical in our opinion, in dollar terms, as well 
as in human terms to put people to work than it is to subsidize them 
out of work. 

While I know it is not pertinent to your committee, Mr. Chairman, 
if you will kindly give me your indulgence for a on I would like 
to suggest that in public assistance | our costs again are on the in- 
crease, as you would imagine, as people run on of unemployment 
compensation. I would hope that an extension comes along in the 
near future, but we do have people who have to go on Federal as- 
sistance. 

The Federal Government does a matching job on the categorical 
assistance and I would hope with this additional burden that Con- 
gress would give consideration to matching on the general assistance, 
which is the category into which most of these people who are out of 
work and who run out of unemployment compensation would fall 
into. 

We in Pennsylvania have been doing what we can, on our own, 
with respect both to the problem of recession unemployment and the 
problem of our chronic areas of substantial labor surplus. 

We believe, and as a Pennsylvania Dutchman, I very much believe 
in self-help. We would have no right to come here seeking national 
aid were we not already doing our very best to help ‘ourselves, 
Through this action it is hoped to provide jobs for perhaps 10 percent 
of _ recession unemployed. The program consists of three parts: 

Accelerating all public works to which the State makes some 
ise il contribution. 

2. Encouraging local governments to speed up their construction 
programs, and 

3. Requesting Federal assistance where bottlenecks develop in such 
joint programs as highways and public housing. 

A target figure of $200 million in acceler ‘ated public works in 1958 
has been set as our goal. I fully expect we are going to succeed in 
attaining that goal and I further am encouraged by the reports of 
tens of millions of dollars worth of public works that are being ac- 
awe on the part of local government. 

The Highway Department is contracting for approximately a 
50- “percen increase in roadbuilding over last year. 

Twelve million dollars in State grants to municipalities for road 
construction and repair have been released 6 months earlier than usual 
so e these funds may be used this construction season. 

3. Applications for State subsidies to school districts for fiscal 1959 
fonds have been processed on a stepped-up schedule, thereby advanc- 
ing much school construction by from 2 to 17 months. 

Since most State public-works projects require some form of local 
cooperation, intensive efforts have been made, on a strictly nonpartisan 
basis, to acquaint local officials and the general public with the nature 
and purpose of the program and to secure cooperation in furthering 
it. Included was a series of regional meetings in seven cities located 
throughout the State. All local officials from each region, as well as 
leaders of business and labor, were invited to attend and participate 
in these meetings, and I personally participated in each meeting. 
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Local governments have indicated their complete cooperation with 
this program, and have reported to us many million dollars worth of 
projects entirely financed locally which they have succeeded in 
accelerating. 

In addition, I proposed to the Federal-State Joint Action Com- 
mittee meeting in Nashville, Tenn., March 10-11, 1958, that other 
States engage in similar public-works acceleration programs. The 
committee adopted this suggestion and the Council of State Govern- 
ments has since passed this recommendation along to the several 
States. 

In 1956, upon my recommendation and with virtually unanimous 
bipartisan sponsorship, our general assembly created the Pennsy]- 
vania Industrial Development Authority as a special tool for aid to 
areas of substantial unemployment, within the statewide industrial 
development program administered by our reorganized department 
of commerce. 

The authority makes long-term second mortgage loans to com- 
munity nonprofit industrial | development corporations in areas of 
chronic labor surplus for industrial construction purposes. Most of 
that money has gone out at 2 and 214 percent, depending on the in- 

terest rate gr anted by the local community. We follow the same level 
that they establish. 

The authority is authorized to loan up to 30 percent of the land 
and construction cost of a manufacturing plant or plant expansion, 
provided the local nonprofit group puts up at least 20 percent and 
arranges for the balance of the financing, typically in the form of 
first mortgage loans from banks, or an insurance company or some 
other lending agency. 

In the 19 months of its operations, to date, the authority has made 
47 such loan commitments totaling $5,866,062 on new plants or plant 
expansions costing, exclusive of machinery and equipment, $17,435,886. 

The plants are occupied by manufacturers under lease-purchase 
arrangements, and upon completion of construction are creating 8,880 
new factory jobs—all in areas of chronic labor surplus. 

That this is a significant gain is evident when one notes that the 
total of all plants and plant expansions in Pennsylvania during 1956 
and 1957 resulted in 54,429 new factory jobs. We think this is quite 
a considerable contribution on a percentage basis. 

These 47 industrial plants and expansions compare with the 151 
plants Pennsylvania communities and their banks previously financed 
in this manner without authority assistance, mostly during the 12 
years since World War II, that created 31,000 new factory jobs. 

The economic textbooks tell us that we can create wealth—basic 
jobs and income—only in agriculture, forestry, mining, and manu- 
facturing. In Pennsylvania, disemployment in mining is a major 
source of our difficulties; our agriculture is soundly stabilized and we 
are developing wood-utilization industries. But it is in stimulating 
diversified manufacturing industry that we must find the way out 
of our problems of area economic distress. 

We have made a good start on that in Pennsylvania. The Com- 
monwealth has appropriated $8 million for these authority loans, to 
date. And I would say there is virtually no doubt that the 1959 ses- 
sion of our general assembly will make the additional appropriation 
that will then be required. And, as I have remarked, the Common- 
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wealth together with the labor surplus area communities and their 
banks have, i in the past 19 months, invested $17,435,866 in attacking 
the basic problem through cr2ation of new factory jobs. 

In other words, this thing has sort of been a grassroots movement. 
It seems to me the success of the State and local picture there would 
be of encouragement to any of the skeptics who may think a Federal 
program in this field couldn’t or wouldn’t be successful or desirable. 

Over 100 Pennsylvania municipalities, approximately half of them 
in labor-surplus areas, are engaged in comprehensive urban planning 
programs under the 701 program of the Federal Housing Act of 1954, 
the staff of our Commerce Department providing the State super- 
vision required by that act. They are making land-use studies, zon- 
ing ordinances, major street plans, and deline: iting in many cases 
areas for urban redevelopment and renewal. For ‘this latter work 
there are presently 41 municipal and county redevelopment ov 
ties in Pennsylvania, over a dozen of them in labor- surplus area 

Since 1949, the Commonwealth has spent roughly $4,500,000 in rel: 
lar-for-dollar matching-fund grants to such authorities. Our De- 
partment of Commerce ‘has dur ing the past 3 years received additional 
appropriations of $7,800,000 for ‘this purpose. Local redevelopment 
authorities have applications pending for State urban redevelopment 
grants in the amount of $28 million. As the committee knows, the 
Federal Government matches State and local redevelopment funds on 
a 2-for-1 basis. Thus, a dollar of Commonwealth money and a dollar 
of community money results in a grant of $4 from the Federal Gov- 
ernment. As the committee may know, Pennsylvania is the only 
State that makes such grants to its ‘municipalities. 

Such is the self- help. effort being put into economic redevelopment 
of labor-surplus areas in Pennsylvania. And it is out of this experi- 
ence that we Pennsylvanians have been considering the proposals for 
legislation in this field. 

‘We are proud that the names of distinguished members of the 
Pennsylvania congressional delegation appear as sponsors of these 
legislative proposals- Senator Clark, Senator Martin, Representa- 
tive Flood, from Luzerne County in our distressed anthraci ite region, 
Representatives Carrigg and Fenton from the same region, Represent- 
ative Van Zandt from the bituminous region, and Representatives 
Fulton, Saylor, Morgan, and Clark. 

We note the essential similarity between the bill, H. R. 6215, intro- 
duced by the distinguished chairman of this committee, Mr. Spence, 
a the companion pills introduced in the Senate and House by Sen- 

tor Douglas and others and by Representative Flood (S. 964 and 
LR. 11715). 

Topically, ao a and the bill introduced recently by Senator 
Payne and other 3447) and last year by the administration (S. 
1433) deal with muc ze the same matters. 

Inasmuch as informal discussions are now under way looking 
toward a reconciliation of differences among these several proposals, 
my own comments will deal less with specific, det: iled provisions as 
with the need for each of the broad types of Federal assistance pro 
posed to be extended, and with ways and means of integrating those 
a. ams with similar programs already under way at the State 
evel 
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var recommendations would be as follows: 

Administration: The community industrial development orgat- 
wigiae of Pennsylvania that helped finance 151 industrial plants 
prior to our PIDA program, and that have participated in financing 
47 projects under PIDA are fearful that, without clarification, the 
administrative provisions of the Flood-Douglas-Clark and the Spence 
bills could lead to confusion and duplication. 

They believe that where community industrial development organi- 
zations are already established and in operation, the area redevelop- 
ment administrator should be directed to work with and through them. 

They recognize that the administrative provisions of these bills 
are broad enough to permit it, and that the language should not be 
so detailed as to deprive the administrator of the flexibility he will 
need to deal with the varying circumstances among States and 
communities. 

Nonetheless, they feel that where grassroots organizations of proven 
capability to carry out the industrial redevelopment purposes of the 
legislation are already in being, it should be a matter of settled admin- 
istrative policy for the Federal agency to use them. 

We in Pennsylvania believe, also, that where a State establishes an 
industrial development agency and program as we have done in our 
commerce department and comp: inion industrial development author- 
ity, the legislation should direct the Administrator to work with and 
through such a State agency. 

Provisions of the proposed legislation dealing with. vocational 
training carry provisions wthat would be applicable in the instance 
of the proposed industrial loan program. The 701 program of the 
Housing Act of 1954 is administered along the lines I am suggesting. 

We take this position, recognizing that it would be unfair to deprive 
a community of the benefits of the industrial financing provisions of 
the Federal program by reasons of failure of States or communities to 
establish appropriate organizations. 

Of course, Mr. Chairman, we would expect and desire that the 
Administrator would go ahead there and carry out the program with 
or without State and local aid or cooperation. 

Industrial redevelopment loans: The Pennsylvania experience 
gies that commercial banks within an outside distressed areas are 
not reluctant to assist with mortgage loans for the construction of 
industrial plants. We estimate that the 151 buildings I have men- 
tioned cost $54,522,200 and that almost $30 million of that sum was 
made up of bank loans. Bank or insurance company loans are in- 
volved in all 47 of the $17,435,886 of PIDA projects. 

In one instance the Philadelphia Savings Fund Society underwrote 
a $1,200,000 first mortgage, with $300,000 ‘of local bank participation : 
the nonprofit corporation equity was $480,000 and the PIDA loan 
$720,000; the total land and construction cost, $2,400,000. 

So this process can be made to work and can be made to function. 
We know that by experience. 

In the light of the magnitude of the surplus labor area problem 
nationally, the corresponding magnitude of the industrial financing 
needed, and the desirability of stretching, as far as possible, the re- 
quired Federal investment, we believe that the proposed legislation 
should look first to ways and means of speeding the flow of private 
investment capital into industrial redevelopment financing. 
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One possible means of achieving this would be through Federal 
guaranties of private mortgage loans for industrial facilities in re- 
development areas. 

Similarly, banks will, of course, be able to participate in financing 
together with the Federal Government on a first mortgage basis; they 
will not be able to assist, I repeat, not be able to assist in the financing 
if they are to be in a subordinate position with respect to repay ment 
and the liens secured their loans, as is provided in some of the proposed 
legis lation. 

For these reasons, we believe that the legislation should provide for 
guaranties of long-term bank (or other ‘financial institution) loans 
and Federal participation with these institutions in first mortgage 
loans. 

And to assure the maximum flow of private investment funds into 
industrial redevelopment projects, we also believe the committee 
should explore possibilities of giving the Administrator power to 
make second mortgage loans and to defer their repayment until after 
retirement of first mortgage loans. 

This is a device which we have used with some success, I may say, 
in Pennsylvania. 

These several devices—loan guaranties; participation in first mort- 
gage loans; the power to make second mortgage loans; deferred re- 
payment—would give the Administrator a variety of financing tools 
to use, and better enable him to cope with the diverse situations and 
enn he is likely to encounter. 

3. Rapid tax writeoffs. World War II and the post-Korean period 
demonstrated the speed and effectiveness of the rapid tax writeoff 
privilege as a stimulant to industrial expansion. 

It was needed then for a grave national purpose. We are proceeding 
here on the assumption that industrial redevelopment of our labor 
surplus areas is a national purpose. 

This, I realize, is a controversial matter. It could well be, however, 
that use of this rapid tax writeoff device as a stimulant to industrial 
redevelopment could substantially lessen the total dollar volume of 
direct loans contemplated in the legislation . 

Further, it would be a strong force in assisting industries already 
located in areas of chronic unemployment to finance plant expansions. 

4. Public facilities. Most of our Pennsylvania labor surplus area 
communities were built around mining, railroads, steel and other 
heavy industries, and textiles, as I have noted. 

As those industries came upon hard days or made technological 
changes, unemployment and underemployment and the resulting loss 
of tax ratables and revenues brought serious deficiencies in public 
facilities of all types—schools, hospitals, streets, sewer and water 
systems, and public buildings. 

Today, there is an enormous backlog of unfilled public works needs 
in all of such communities—and the resources of local government 
remain inadequate to finance their construction. Cities everywhere 
have their difficulties financing the services and facilities required by 
a growing population, with so much of the tax intake going to the 
Federal Government. 

But the difficulties of surplus labor area communities are com- 
pounded. Moreover, they need to fill in these deficiencies in order to 
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make themselves more attractive and efficient locations for new 
industry. 

The provision of Federal loans and grants to labor surplus area 
sarap na for public facilities have our special, hearty endorsement. 

Urban renewal. I have already indicated that with 41 local 
‘ian redevelopment authorities, Pennsylvania is well under way 
with a slum-clearance program, even among labor surplus area 
communities. 

But we are one of the older industrial States. Our communities 
have a larger measure of commercial and industrial “blight” than is 
the case in the newer States of the Nation. Under present Federal 
law, we are able to use the urban renewal process only to a very limited 
extent in clearing such blighted areas. Thus, we ear nestly endorse the 
provision of the pr oposed legislation that would permit use of Fed- 
eral funds in redeveloping blighted land, whether residential or not, 
and to effect its reuse for other than residential purposes. 

<xtensive use of this position would be made in Pennsylvania to 
create industrial sites, which are at a premium because of the topog- 

raphy in which many our labor surplus communities exist. 

The effect of the companion provision under which the Administra- 
tor could authorize the Housing and Home Finance Administration to 
extend Federal planning assistance funds to communities in rede- 
velopment areas without reference to the present limitation to com- 
munities of under 25,000 population, and to regional planning or- 
ganizations, would greatly aid a number of Pennsylvania cities in 
areas of chronic unemployment. 

6. Procurement. In the years since the war, chambers of commerce 
and other civic groups from chronic labor surplus areas of Pennsyl- 
vania have made strong overtures to the Defense Department and 
other Federal agencies for special assistance in securing procurement 
contracts. 

The efforts made within the executive department to do this ad- 
ministratively have not been very effective. We are persuaded that 
until explicit legislative authority and direction is established this is 
likely to remain the case. Yet the channeling of such contracts into 
labor surplus areas offers a solid means of stabilizing employment and 
stimulating industrial growth. 

7. Designation of industrial redevelopment areas. The various 
proposed area redevelopment bills differ in the unemployment ratios 
they suggest as criteria for the Administrator to use in determining 
area eligibility. The chronic persistence and the degree of unem- 
ployment in Pennsylvania’s labor surplus areas are such as to bring 
most all of them within any reasonable set of ratios adopted. 

Also, it is unavoidable ‘that the necessary use of such ratios will, 
in given instances, seem arbitrarily to exclude a deserving area. E x- 
perience in administering this phase of the program will perhaps 
suggest revisions in the standards set. 

Beyond that, apart from unemployment ratios, we feel that provi- 
sion should be made for areas to qualify in the vent the 1 or 2 in- 
dustries upon which they are dominantly dependent are suddenly 
wiped out, as they sometimes are, by flood, fire, the depletion of a 
local resource, etc. 

In our own industria] development authority operation we use as 
criteria 6 percent unemployment for at least 3 years, or 9 percent for 
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at least 18 months, and our Authority Act will enable us to operate 
within whatever ratios are established federally, where we are jointly 
involved in a project. We hope to seek amendment of our act to take 
care of disaster situations such as I have mentioned. 

The various bills carry other provisions of obvious importance. 
The extension of the powers of the Administrator into rural economic 
redevelopment is necessary and desirable. Much, if not most, of 
Pennsylvania agriculture is a model for farmers alsewhere. 

Nevertheless, in some of our rugged mountain sections thousands 
of farm families live at income levels far below what modern-day 
standards would judge as adequate. This general phase of the 
suggested Federal program has our very strong support. 

The root of the labor surplus area problem has been displacement 
of workers from established industries and vocations. Thus the 
provisions of the various bills for vocational training and retrain- 
ing are essential if such workers are to acquire the skills they need 
to enter new fields of employment, and if labor surplus area youth 
is to be equipped to enter the industries sought to be established in 
such areas. 

We urge the inclusion in any compromise bill, the provision of a 
program of technical assistance to enable redevelopment areas to 
survey their needs and resources, and to evaluate and choose between 
alternate economic development opportunities open to them. 

This program will cost money. But the problem it is intended to 
solve has already cost localities, States and the Federal Government 
much more than the sums mentioned as authorizations in any of the 
bills we have seen. And without a solution it will go on costing us 
those sums, directly in unemployment compensation and public as- 
sistance, and far more in wasted manpower and productivity. 

It would be presumptious for any one State to suggest what the 
authorization and appropriations figures should be for the various 
elements of the program. They should be large enough, however, 
to assure that this is no mere palliative, and that what is spent does, 
in fact, measurably achieve the aims of the program. To do other- 
wise would be to waste needed Federal funds. 

The Commonwealth of Pennsylvania is grateful for the interest of 
the Congress in this matter. We will welcome the type of assistance 
envisioned in the legislation this committee has under consideration, 
and we will cooperate wholeheartedly in the programs it activates. 
There is a critical need for this assistance to supplement the efforts 
already being made by our Commonwealth and its communities 
to solve a problem larger than we, ourselves, can handle. 

Again, my thanks and gratitude to you, Mr. Chairman, for having 
me here. 

The CuHarrman. I know I express the sentiments of the committee 
when I say we thank you for the splendid statement that you have 
made and I hope that it will be considered in such a way that some 
relief will come to your people before long. 

What is the percentage of unemployment in Pennsylvania now? 
Governor Lraper. Our percentage is about 10% at this time. It 
is still increasing slightly, Mr. Chairman. I hope to see a more 

substantia] upturn in the foreseeable future, but I can certainly see 
nothing to indicate that it is going to come very soon. 








90 LEGISLATION TO RELIEVE UNEMPLOYMENT 


The CuHarrman. What is the percentage in the exceedingly de- 
pressed areas ? 

Governor Leaver. In the Uniontown-Connellsville area, it was 23 
a little while back. It is now better than 26 percent. That is in a 
bituminous coal area. The mines are tending to be worked out. 

The supply of metallurgical coal, which is the most marketable 
type of bituminous coal, is just being mined out and where mines are 
continuing to operate there has been such tremendous mechanization, 
certainly 20 and 30 tons a day per man-day is not unusual in those 
regions. I have heard of one instance where through outstanding 
mechanization and very fine working conditions, 1 man was capable 
of taking out of the earth 50 tons of bituminous coal a day. 

The Cuamrman. What was he capable of producing under the old 
method ? 

Governor Lraper. I understand in some of the foreign countries, 
England and countries like that, that many miners are taking out 
less than 1 ton a day, three-quarters perhaps, to a ton a day. 

The Carman. Has the demand for bituminous coal decreased ¢ 

Governor Leaner. I would say up until the recent recession there 
was a good and ready market for metallurgical bituminous coal to 
be used, of course, in the making of steel, but the demand for steam 
coal—that is bituminous coal that is not suitable for use in the steel 
industry—has been quite poor in recent years and many of the mines 
that were producing steam coal have been closed down. 

The Cuarmman. I have seen from some of the late statement that 
coal is not being produced to the extent that it has heretofore and 
there is absolutely a loss in the production. 

What is the trend of unemployment now? Is it increasing? 

Governor Leaver. Our unemployment is continuing to increase in 
Pennsylvania, yes. The rate of increase in unemployment is not as 
great but we are continuing to increase and, of course, we are coming 
into the season of the year when we should have gotten some help from 
seasonal reemployment in construction and agriculture. 

We had about 235,000 people unemployed last Labor Day, Labor 
Day of 1957. We went up to, recently, 488,000. Of that increase, 
it is estimated that one-third of that was seasonable unemployment 
and two-thirds of it was recession unemployment. 

Obviously, when the weather improves, this one-third of it that was 
estimated to be seasonable should have some reasonably good chance 
of going back to work if construction gets moving. 

However, I can see nothing going at the present time that would 
quickly put those people who are not seasonably unemployed back to 
work, except, of course, the programs that you know so well at the 
Federal level and the programs that I have tried to briefly describe to 
you that we are operating at the State level. 

The Cuairman. There is no real hope for putting these people back 
to work in the very near future? They will be a considerable burden 
on the State and on the Nation and I think it will affect our national 
economy and our national strength. Don’t you believe that? 

Governor Leaver. I most certainly do, Mr. Chairman. I think 
these recessions, unless boldly and effectively dealt. with, certainly 
will become a serious and long-term thing, just as I believe in Penn- 
sylvania that if we don’t deal effectively with what we used to call 
depressed areas, and now, in polite society call labor surplus areas, 
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I believe that unless we deal effectively with them, they, in turn, will 
tend to drag down the economy of the entire Commonwealth. 

The Cuarrman. How long has that condition of unemployment ex- 
isted? When did it start and what has been its trend ? 

Governor Leaver. Mr. Chairman, during World War II, when the 
entire country was booming, when anthrac ‘ite coal production was up 
to, perhaps, 90 million tons a year or better—it is now down to 221%, 
million—during those years in the United States, 1 suppose everyone 
who wanted to work could find employment. But at the end of World 
War II, about 1948, we found ourselves with a serious problem in 
Pennsylvania. The State government paid very little attention to 
it until about 2 or 3 years ago, but the local communities—and I am 
sure you have heard of the Se “ranton plan—and other communities pat- 
terned themselves after that plan, like Wilkes-Barre, Hazleton, Al- 
toona, and others; began to fight back. They called it Operation 
Bootstrap. They collected nickels, dimes, and dollars from people 
who could not afford to give it. 

As a result of raising, literally, millions of dollars from working 
yeople, business people, everyone along the line, they started to re- 

uild their industry, but the real problem began, to answer your 
question spec ifically, Mr. Chairman, following World War II in most 
of our areas. i 

The Craiman. I think you have made a splendid plea for your 
State and its people. I am sure that Congress feels its obligation to do 
what it can to help your State and the other States in the Nation in 
this respect. 

I will call on the committee. Dr. Talle. 

Mr. Tatie. Thank you, Mr. Chairman. 

We are happy to have you as a witness again, Governor Leader. I 
agree that the Dutch people in Pennsylvania are very, very fine, in- 
deed. 

You will recall, when you appeared before our committee, the Hous- 
ing Subcommittee, in January of this year, I called your attention 
to the fact that the State of I -ennsylvania, with its good credit rating 
and its right to issue tax-free bonds, actually could borrow funds 
cheaper than could the Federal Government. That is still true today. 
The State of Pennsylvania enjoys a good credit rating, and its securi- 
ties yield the investor 2.85 percent interest compared with the United 
States Treasury securities of comparable maturity, selling at a price to 
yield the investor about 3.15, but the latter is t taxable. 

Today, however, I wish to pursue a (lifferent phase of your State’s 
condition financially. In last Friday’s Wall Street Journal, there was 
an advertisement by a group of security dealers, announe ing an offer- 
ing of $18 million of Pennsylvania State public school building au- 
thority bonds. These bonds are revenue bonds and are not general 
obligation bonds of either the State of Pennsylvania or of any of the 
schools. Those revenue bonds are purely an obligation of the State 
school building authority. 

Interest on them is payable only from funds paid to the authority 
by the State of Pennsylvania and from rentals paid to the authority 
by the school districts. 

I note that the maturity due in 1978, bearing a 4 percent coupon, 
was priced to yield the investor a return of 3.85 percent. Now, it 
so happens that your State, also, has a State highway authority 








92 LEGISLATION TO RELIEVE UNEMPLOYMENT 


which also issues and has outstanding revenue bonds which again 
are not general obligations of the State but which are payable solely 
out of the revenues “pledged to the authorities. The State highway 
authority bonds bearing a 2.70 percent coupon and due in 1978 are 
currently selling at a price ‘to yield the investor 2.85 percent. You 
will note that that is a difference of return to the investor of a full 
1 percent. 

This 1 percent difference in interest yield translated to price means 
a difference of 15 points in price. In other words, if the school 
authority bonds sold at the same interest yield as the highway author- 
ity bonds, the school authori ity bonds in place of selling at a price of 
102 would be selling at a price of 117. Quite obviously the private 
investment market makes a very considerable distinction between the 
revenues pledged for the school authority bonds and the revenue 
pledged for the highway authority bonds. 

Now the point I am getting at is this. If we are to have the Gov- 
ernment embarking upon a huge public facility lending program, 
would it not be proper for the Government lending agency to be given 
a reasonable differential in getting a different interest rate for revenue 
bonds than it sets for the general obligation bonds ? 

You see the funds the Government would be lending would be ob- 
tained from the sale of general obligations of the United States Gov- 
ernment and it seems to me that, if these funds are to be invested in 
other than general obligation bonds of the local governmental units, 
it is imperative that the Government lending agency be given reason- 
able discretion in setting the interest rate on revenue bonds of the 
local governmental agency so as to reflect the actual difference of 
quality of credit involved. 

Now, I will complete this. That is the first part of my question. 
The first part has to do with quality and my question is: Do you agree 
or don’t you? 

Now I will complete this. Under the existing community facilities 
program the differential between general obligation bonds and revenue 
bonds is one-half of 1 percent. 

While this is purely an arbitrary discretion it nevertheless on the 
average probably reflects about the proper differential between gen- 
eral obligation bonds and revenue bonds. Don’t you think it would 
be proper to provide for such a differential in any legislation that the 
Congress might pass to expand further the public facilities lending 
program ¢ 

Governor Leaver. I will take your first question first, if I may, and 
if you will come back and review your second question for me, I will 
be very grateful, Mr. Congressman. 

You raised the question as to why State school authority bonds 
carried a much higher rate of interest than the highway and bridge 
authority. This is one that has never ceased to baffle me. I could 
understand it at the very beginning, but this has a point, for this dis- 
cussion here today. 

The State school building authority was a catchall to guarantee 
that money would be made available to our depressed area communi- 
ties and communities that did not have particularly good credit rat- 
ings of their own and they dealt primarily, they utilized primarily at 
the outset funds which were borrowed from our teacher’s retirement 
fund and our State employees’ retirement fund. 
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They did not get the best loans, because the better communities, 
the stronger communities financ ially could set up a municipal school 
authority rand they could borrow the money at a lower rate of interest 
than that which the State school building authority required of them. 

That accounts for the fact, I think, that the investors didn’t hold in 
too high regard the State school building authority. 

In an effort to correct this situation we were, for a while, able to 
reduce interest rates on the State school building authority, but, more 
importantly, we had a piece of legislation passed, which directed the 
superintendent of instruction to take off the top of the general school 
os appropriation whatever moneys might be 1 equired to pay the 
authority rental. 

So for all practical purposes there, you have an agency of Govern- 
ment that is guaranteed by law that if there is any State subsidy or 
enough State subsidy to pay the rental, it will go to the authority 
rental first. Those bonds should sell for a compar: “able price, perhaps, 
but they are overpriced because this agency originally, mostly built 
schools in depressed areas and investors apparently were not so sure 
that they would have a good rating. That bad reputation of its early 
days has carried through. 

Now, quality is a factor, there is no doubt about it, but I have be- 
lieved for a long time as a simple poultry farmer that the financiers 
and the bankers have made a killing on this authority financing on 
these revenue bonds. <A lot of our revenue bonds in Pennsylvania 
are just about as good as our general obligation bonds and yet the 
difference in interest rate, which I have before me here—it is just 
astounding. If we could borrow money in all levels of government in 
such amount on general obligation bonds, we would be in pretty good 
shape, but unfortunately we have an antiquated constitution which 
I have been trying to get changed for a long time and a number of 
other people, including ‘the Pennsylv ania Bar Association, the League 
of Women Voters, and nobody has made any progress. 

As long as we have borrowing limitation in our constitution, we 
are forced to rely on authority financing on our revenue bonds 
and we are going to pay very high rates. We are going to pay rates 
like 4.95 in Beaver County for the Municipal Authority of Beaver 
County, rates like 5.75 at Oliphant in the northern part of our hard 
coal region; 55 at another one of the cities up there. We are going 
to pay these high rates, there is no question about it, in the Common- 
wealth of Pennsylvania. 

I would say why should the Government of the United States con- 
tinue a situation, in my opinion, which has existed all too long. I 
think we have been taken on these authority bonds. I don’t hesitate to 
say so. I have said so before. I think it is going to cost the people 
in the next generation of Pennsylvanians several hundred millions 
of dollars because of the fact that we have not rewritten an old 
constitution. 

I would not say that is the whole problem, but it would make quite a 
difference. Under the limitations we have, we would most certainly 
need Federal funds. I would hope you see your way clear not to 
make a differential, Mr. Congressmen, but if we can get a low-interest 
rate it will still help us. We are putting that money out on our 
Pennsylvania Industrial Authority at 2 to 214 percent. That is why 
it has helped us. 
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The degree to which you can help us in our State will be to a large 
measure the point at which you decide to set that interest rate. 

Mr. Tate. I hope you are fortunate in persuading the legislators 
to do what you wish them to do. 

Governor Leaver. Thank you. 

The second phase of your question was, if you will refresh my 
memory 

Mr. Anperson. I ask unanimous consent that Mr. Talle be given 
time to rephrase his question in his own words so that the members 
of the committee may understand it also. 

The CHatrman. You may proceed; I thought you had finished 
your answer, Governor. 

Governor Leaver. If you will refresh my memory on the second 
phase. The first was asto quality. Did I answer both sections? 

Mr. Taiz. I think you answered both. Let me rephrase my second 
question. 

Under the existing community facilities program, the differential 
between general obligation bonds and revenue bonds is one-half of 
1 percent. While this is purely an arbitrary discretion, it, never- 
theless, on the average probably reflects the differential between gen- 
eral obligation bonds and revenue bonds. 

Do you think it would be proper to provide for such a differential 
in any legislation that Congress might pass to expand further the 
public facilities lending program ? 

Governor Leaver. I would hope that the Congress could see its way 
clear not to do so for the reasons which I indicated earlier. 

The CHarrman. Mr. Brown. 

Mr. Brown. Governor, you have made a most interesting statement. 
I see that you are a very practical man. I know you want to find jobs 
for those who are able and willing to work. 

I like the way you have approached this recession problem from a 
nonpolitical viewpoint. We have two very fine gentlemen on this 
committee representing your State. Thank you very much, Governor. 

Governor Leaver. Thank you, sir. 

The Cuatrman. Mr. Kilburn. 

Mr. Kitspurn. Mr. Chairman, do I have 5 minutes? 

The CuarrMan. Yes. 

Mr. Kirsurn. Mr. Chairman, I would like to read for the record 
an — in the New York Times, Tuesday, April 15, 1958, entitled 
“In the Nation.” The subtitle is “Memory Perhaps Tricked Tru- 
man,” by Arthur Krock. 

Mr. Parman. Mr. Chairman. Mr. Chairman, point of order, Mr. 
Chairman. An article can only be read by unanimous consent. 

Mr. Kizzurn. I don’t believe that. 

Mr. Parman. An article can be read into the record only by unani- 
mous consent. If the gentleman will not insist on reading it, I would 
like to see the article first, and it is possible I will not object to the 
reading of it. But I would like to see the article first. 

Mr. Kirgurn. I have my 5 minutes and I insist on using it the way 
I want. 

Mr. Parman. Not in that way. 

The Cuareman. I think, under the circumstances, the point of order 
is well taken. 
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Mr. Tauie. Then, Mr. Chairman, may I serve notice that until that 
objection is withdrawn, I shall object to all unanimous consents for 
insertion of materials that are made by this committee. 

Mr. Kiupurn. Mr. Chairman, I still have the floor here and I would 
like to be heard. I think it is perfectly outrageous that a newspaper- 
man who has been accused of lying cannot put his article in the rec- 
ord here. 

Mr. Parman. Mr. Chairman, in re ply to that—— 

Mr. Mutrer. That has nothing to do with the testimony now being 
presented. 

Mr. Kitsurn. This article is exactly responsive to Mr. Truman’s 
testimony and I want to put it in the record. 

Mr. Mutrer. Governor Leader is not commenting upon or respond- 
ing to Truman’s testimony. Why not let Governor Leader complete 
his testimony and go back to the important business of his State? 

The CuarrmMan. The same article, I presume, that was offered this 
morning and Mrs. Griffith objected to its inclusion ? 

Mr. Kitsurn. That is right. 

The Cuairman. I think the objection to it should be sustained. 
We have not had an opportunity to read the article. I don’t know 
what is in there. I think we ought to have an opportunity to look 
at it. It is exactly the same article, you admit that? 

Mr. Kitsurn. I not only admit, I assert it. 

Mr. Parman. That is a subterfuge. 

Mr. Kitsurn. That is not a subterfuge. 

The CuarrmMan. Proceed. 

Mr. Kinspurn. Just a minute. I have 5 minutes and I think it is 
a perfectly outrageous thing that this committee attempts to submerge 
an article by a reputable newspaperman which is directly in response 
to Mr. Truman’s testimony. If you don’t want the facts on these 
bills, why then say so. 

Mr. Parman. At the proper time and the proper place, but this is 
not it. 

Mr. Kitsurn. That is all. 

The Cuarrman. Mr. Patman. 

Mr. Parman. Governor Leader, I congratulate you on your fine 
-tatement. 

In connection with those authorities’ bonds, I am really amazed 
that you have to pay such a high rate of interest as 4.95 and 5.75 for 
tax-exempt bonds. You know that is almost a disgrace in a civilized 
country, that tax-exempt securities should carry such interest rates. 

Governor Leaver. That is right. 

Mr. Patman. Something should be done about that. Of course, 
under existing law, the Federal Reserve Open Market Committee 
can buy bonds of any State, county, district, political subdivision, or 
municipality, but only with maturities not exceeding 6 months, issued 
in anticipation of collection of taxes or in anticipation of assured 
revenues. I am not sure that Federal Reserve regulations permit 
purchase of authorities bonds, but in any case, however, the law can 
be amended very easily and ‘quickly to provide specifics ully that it 
could buy these bonds and bonds with longer maturities. 

Mr. Eccles testified at one time, as Chairman of the Federal Reserve 
Board—and I believe he knew as much about the System as any man 
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living—that the Federal Reserve Open Market Committee could hold 
the interest rate on Government securities as a set percentage, say, 
at 21% percent and keep it there. There would be no speculation on 
rates and they could be kept stable right at that point. 

It could hold the rate at 2 percent and keep it there, or at 3 percent. 
That testimony is undisputed, as no one can possibly dispute it. I 
think the Federal Reserve Board could do something about this sit- 
uation and I think that it has an obligation to do so. 

Do you sell your bonds competitively / 

Governor Lraper. We do at the State level. 

Mr. Parman. I mean at the State level. 

Governor Leaper. Yes, sir. 

Mr. Parman. That is far enough. I just want to ask you about 
that. I don’t want to go into the political subdivision. But at the 
State level do you and other States sell your bonds competitively. 

Governor Leaner. I would think so. 

Mr. Patman. Do you know any reason why the Federal Govern- 
ment should not sell its bonds competitively { ? 

Governor Leaver. No, sir, I can’t think of any reason why they 
couldn’t. I can say that I am not enough of a financier to answer 
that question. You have gone beyond my financial capacity. 

I will say that these States do and should and local municipalities 
do and should. If the Federal Government could do it, fine. 

I think the Federal Government has been much wiser than we have 
been at the State and local level and that has been in your short-term 
financing whereas we have gone basically into all long-time financing 
which has cost us generally more money. The F ‘ederal Government 
was only caught, hoist by their own petard, on the hard-money 
policy and they paid through the nose for short-term credit, but 
except for that they did very well for short-term credit, on a great 
deal of it. 

Mr. Patrman. I think the Federal Government should consider 
selling its bonds competitively. Certainly it couldn’t make a mistake 
by doing so. I deplore the fact there are such enormous windfalls in 
the sale of United States Government securities, aggregating billions 
of dollars. 

You know, after Government bonds are sold, they go up very oe ‘kly 
by 2 points, 3 points, and even 10 points. Somebody gets the benefit 
of that increase, but I don’t know who gets it. Why shouldn’t the 
people profit by that? Isn’t it a fact that when you sell your bonds 
competitively in the States, the State government and the people 
profit by it? 

Governor Leaper. Yes. 

Mr. Patman. The level of local taxes is of great concern to me, 
Governor Leader. More and more the Federal Government is saying 
to the State and local governments, “We will permit you to have 
credit, if you will float the bonds. In effect they are saying, “and 
sell these bonds in a rigged market”—I thing it is a rigged market 
“and pay these enormous interest rates, in addition to the high costs 
of construction you have to pay as a result of administered prices. 
Many local people are paying taxes largely on what they owe rather 
than what they own. 

People in Pennsylvania have the same problems as people in Texas. 
They are buying homes and have to pay at least 3 percent down on 
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them if the mortgage is secured by FHA. When they render these 
homes for taxation, they render them as if they own them when they 
don’t really own them, but just own 3 percent. They pay taxes as if 
they own the whole house. 

So, therefore, they are paying taxes on what they owe, rather than 
what they own. 

Don’t you thing that we should devise some way of making this 
burden just a little bit easier by the shifting of the responsibility to 
local communities, instead of having a large number of the people 
paying taxes on what they owe, rather than on what they own? We 
should take under consideration some methods to relieve them of that 
burdensome tax? Do you know how to do it? 

Governor Leaver. No, sir, I don’t, Mr. Patman. I think there is 
much virtue in what you say. Our property taxes in most places in 
the Commonwealth are not extremely high. For example, our neigh- 
bor New Jersey would carry higher property taxes and lower State 
taxes. You have to pay it one way or another, apparently. I have 
recognized that there are more and more people struggling to own 
their own home—and a very worthwhile struggle it is—so that it might 
be worth while to make it a little easier for them. I don’t have any 
solution for this. 

I recognize that the local community and our schools have been 
drawing heavily on the property taxes and with so many people owing 
so much on so many homes, you could really knock their tax base into 
a cocked hat in some of these suburban communities, where we have 
very little—no industry, no industrial property, very little commer- 
cial property and almost everybody has a mortgage-on his home. 

Mr. Parman. May I have one minute, Mr. Chairman, to pursue ¢ 
remedy to this problem ? 

The CHatrMan. Yes. 

Mr. Patman. Here is one way to do it: Permit people to take a tax 
credit on their income tax. For instance, a veteran who owes $9,000 
on the $10,000 home and is taxed as if he owned it, would be given a tax 
credit on his income tax. Note that I recommend a tax credit, not an 
income deduction. Don’t you think that that would be one way of 
arriving at a solution to this inequity. 

Governor Lraprr. Certainly, it would be. I have never heard 
that concept, but it sounds like it has some real possibilities. 

The CHarrMAN. Mr. Betts. 

Mr. Berts. Governor, I would like to ask you some questions about 
your Industrial Development Authority, because I think that any 
State that strikes out on a program to help itself deserves commenda- 
tion. However, your own Congressman has an appointment to make 
and I am going to give my time to Mr. Mumma in deference to him. 

Mr. Mumma. Not knowing how long a time you would take, I have 
made an important engagement concerning the welfare of the Middle 
town Air Depot, which you know employs some 10,000 people. They 
are going to try to exp: and facilities there by putting in a missile pro- 
gram, part of which is now held by the Hughes Aircraft Co., and Mid- 
dletown is going to be a center for repairs and parts. 

I don’t want to commit a social error here by seemingly leaving 
you. 

In the main I agree with your program. Fortunately, my district is 
no! a distress area. We border on the distress area at Lykens, but asa 
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matter of fact, there are over 700 people from north of the mountain 
who work at Middletown and people up there say that business is very 
good. I guess it is, compared to that place that is paying a high rate 
of interest Olyphant. I guess that is right in the heart of the distress 
area. 

I still think that your unemployment situation is going to decrease. 
If you look out your window you can see, when the weather is nice, 
some activity. In York County, the Pennsylvania Power & Light, I 
imagine, in a month’s time would give employment to 300 or 400 men 
there. It is certainly distressing to look at the good record that the 
people of York County had for getting industry in there and seeing the 
situation now, being a depressed area. 

I have not put a bill in, because there were enough bills in to cover 
the situation, but I am favorably interested in some proposition that 
might be worked out. 

I had a lot of questions here Governor, that loan in Philadelphia, you 
said there was one made by the Philadelphia Savings & Loan. Would 
you say what particular one that was? 

Governor Leaprer. It was made tothe Eberhard Faber Co. at Wilkes- 
Barre. It is a very good company and a very good situation and I 
am sure that all of us in the State government and Wilkes-Barre and 
the county are quite pleased to have them come in there. 

Mr. Mumma. I was looking at the papers which come over my desk 
and they have described your activities. Pennsylvania is terrifically 
hard-hit. The anthracite demand has gone down, the bituminous 
demand has gone down, and the Pennsylvania Railroad comes right 
down through the middle. Of course, the coal trains over the week- 
end are tremendous and I understand they are mostly for export. 

I thank you very much, Governor Leader. 

Governor Leaper. If I may say one word, I think we who live in the 
southeastern part of the State, particularly the York-Lancaster- 
Harrisburg area, which is one of the most prosperous parts of the 
entire world, must be very cautious not to overlook the fact that there 
are many sections of our State where people have been very hard hit, 
living in very poor houses, with very little income, and they are under 
very depressing conditions. 

Mr. Mumma. I can always remember a lesson that was brought to 
my mind some years ago. The paint business should never be bad, 
when you go conels the coal mine areas and some of these distressed 
areas, and see the number of houses that have not been painted for 
years and years and they are steadily deteriorating. 

Your public-works bill, which Senator Fulbright is presenting to 
the Senate, I think today, is something that nearly every community 
in Pennsylvania and the area could use. 

I have had more requests for Federal Government to help in loans, 
for a dam at Lykens, and a sewage and disposal plant which must 
be built in another area, and things like that. Iam glad to have had 
the opportunity of talking with you. 

The Cuatrman. Mr. Multer. 

Mr. Moutrer. Thank you, Mr. Chairman. 

Governor, you have made a very fine statement here today. If I 
understand the import of the question of Mr. Talle, I think that a 
complete answer to his proposal is that the bonds of the authorities 
and your State bonds are quite different from the bonds that are 
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provided for to accomplish the financing of the community facilities 
and other projects in these bills. These bonds, if any of this legis- 
lation for the community facilities should be enacted, with these pro- 
visions in it of any of the bills, call for pledging the credit of the 
entire United States. The usual United States bonds will be sold 
and the moneys from those bonds will then be used for these particular 
facilities, so we don’t get into the question at all of comparing them 
with your State bonds and your revenue bonds of your various 
authorities; isn’t that so, sir? 

Governor Leaver. Not from a cost standpoint to the Federal Gov- 
ernment there is certainly no comparison, but from a cost standpoint 
and local carrying charges to the local community, there definitely 
is a comparison. 

I can easily see where some community up there in the coal regions, 
which is now paying 5 to 6 percent, perhaps, for carrying those obli- 
gations, might get Federal funds for 3 or 2 or whatever you gentlemen 
decide the figure is to be. While it doesn’t look like it is a long dis- 
tance from 2 percent to 3, or a long distance from 3 to 4 or a very long 
distance from 4 percent to 5, when you stretch that out over 20, 30, 
or even 40 years, it just does ‘tremendous things to your amortization 
costs, as you well know. 

Mr. Mctrer. That is right. I am sure that neither you nor any 
other governor would advocate that we should break the country up 
into regions, and despite the fact that the overall cost to the United 
States Government financing is the same from one end of the country 
to the other, that we should require some States to pay a higher 
interest rate than what the borrowing costs the United States Govern- 
ment; am I not right there? 

The rate should be the same throughout the country. If this money 
that the United States Government borrows is going to be, in turn, 
lent to the States and State political subdivisions, the rate should be 
the same throughout the country; am I not right there? 

Governor Lraper. ( ‘ertainly, the communities would be losing a part 
of the effectiveness, if you said because some communities, either 
because of the quality or the device used, would have to pay more 
money, because chances are you would be penalizing those who have 
been most penalized already. 

Mr. Mutter. And this is not supposed to be a moneymaking proj- 
ect. The United States Government is not supposed to go into this 
to make money on the project. We should be concerned about getting 
our money back with the interest charged that it costs them to get 
the money. 

Governor Lraper. It is like your dormitory program. We have a 
device there where you require the community to advertise a proposed 
bond sale and I was much interested in Mr. Patman’s proposal that 
perhaps the Federal Reserve System could work something out on 
this. I am interested in any device that is going to keep the financing 
cost down. 

There you require the schools and colleges to go in the market 
and advertise for a buyer and if they can’t sell their bonds under three 
per cent, the Government takes them. 

Any device that makes a lower interest rate and funds available 
to these communities to get back to fight their way back, that is what 
they need. They are willing, they have the spirit. You should see 
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what some of those communities have done, like Scranton, Wilkes- 
Barre, and Altoona. Those communities were pretty near dead and 
they are fighting their way back. It is not an easy struggle. They 

did it mostly on their own. It is only in the past few years that the 
State has given them help. They have come to Washington for 
years kacking one bill or another and backing a program. They are 
fed up and sick and tired. They want help. These are sick com- 

munities and the longer you delay, the more the young people are 
going out of them and you have a big population under 17 and a big 
popul: ition above 45 and nobody that industry really wants. I want 
to qualify the statement by saying that we are going to work hard 
to get those people over 45 into jobs. It is one of the serious problems 
of the country. I don’t want to bring it here today. You have a 
serious problem before you. 

But the longer we wait to try to revitalize and rebuild those com- 
munities, the closer we are going to be to having dead communities that 
cannot be revitalized. With a recession of any length of time at all, 
Mr. Multer, it is going to get that much harder. We missed a good 
chance in the postwar prosperity to rebuild those communities. If 
we had had to help them from the State level and Federal level and 
the same spirit of action and determination that they had at the local 
level, perhaps the prorram would be behind us at this time and you 
could go on to something else. 

Mr. Muurer. I think you are right, sir. 

I believe on page 14, under the heading “Public facilities’, you 
referred to those bills which we have been referring to as “community 
facilities” ; am I right, sir? 

Governor Leaver. Yes; I think I did. 

Mr. Mutter. In other words, we can take it that you are in hearty 
accord with the prince iple of those bills to prov ide hel ip to the various 
communities for community facilities? 

Governor Leaver. Absolutely, because these communities have been 
so poor, so hard pressed and their interest rates, their credit was too 
bad and the interest rates so high that they just had no choice what 
to defer in these public works. Congressman Mumma said they will 
have to put in sewage-disposal plants; the city of Harrisburg did. 
And there is a whole series of communities above the waters, above 
Harrisburg on the Susquehanna River that are going to be pressed. 

We did have Wilkes-Barre rece tly, in court, forcing them to put a 
sewage collection system and sewage disposal plants in. Those people, 
we didn’t want to take them into court. What are you going to do? 
You have to get the job done. They are hard pressed. They are 
struggling to rebuild their industry. These people need help. They 
are not coming hat in hand. They have raised some money, but it is 
a national problem and we think the Federal Government ought to act. 

The CHatrmMan. Mr. Hiestand. 

Mr. Hrestanpn. Mr. Chairman, I am happy to hear what Governor 
Leader has to say in his speech and also his attitude for helping 
industry help itself create jobs. 

It seems to me that that gets at the fundamental of it all. IT know 
the achievement of other communities in the great State of Pennsy] 
vania, and I take my hat off to them for what they are doing to promote 
their community. 
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I am concerned, particularly, however, with your remarks about 
Federal aid. Would you say, Governor, that the great State of 
Pennsylvania has gotten its share in the past, say, dozen years, of the 
Federal aid programs that are dished out all over the United States ? 

Governor Leaver. Well, we are one of the States—this is a difficult 
question to pose, as to what is fair. We would have to define our 
terms. I would say that certainly we are one of the States that pays 
a great, great deal more in Federal taxes—I used to know those figures, 
but you caught me offguard—a great deal more than that received in 
the various grant-in-aid programs. 

We have done reasonably well on our renewal funds and that sort of 
thing, but, by and large, we in the Northeast help to pay the taxes and 
they have been dispersed out on these major projects that I referred to, 
reclamation and others; in other parts of the country. 

[am not objecting toit. I think our whole country will stand or fall 
together in terms of economic development and prosperity. 

I think by the same token, when we have a cancer of distressed areas 
in the body of the Commonwealth of I ennsylvania, this could also drag 
ae n the whole ( vommonwealth. It is one of the reasons that 

California passed us in population in the 1950 census, because our 
young people are leaving the coal regions. There is no job for them, 
no future. I tried to point that out in this testimony. 

Mr. Hirsranp. Your statement on that was quite explicit, I thought. 
It was very important because that brings another angle to it. These 
coal communities, where really the change in fuels nationally to 
natural gas and oil has done things to a community, many of those 
communities are digging their way out, I appreciate. I am just 
wondering if some of them aren ‘t, as you expressed it, in a chronic 
state of unemployment and unrelated, perhaps, to the present business 
slump. 

What are we ever going to do with those communities, more than 
they are trying to do for themselves? Is that the Federal Govern- 
ment’s responsibility ? 

Governor Leaver. Yes, it is, because they have stretched their 
financial resources, most of them, to the breaking point. That was 
the reason we provided this second-mortgage program. 

Mr. Hiestanp. The latter is highly commendable, of course. 

Governor Lraper. This is not our original program, but one we 
adapted our program to, when we found out how the leaders in these 
local industrial development groups thought and whether they 
wanted—what they wanted and needed. 

However, this is still limited. We have only 7 or 8 million dollars 
to deal with here. Those funds will be exhausted by the end of the 
year. I have hopes that the legislature will further renew those 
funds. It is a revolving fund, but because we.take second-mortgage 
position, we have accepted deferred payments in many cases, until 
the first mortgage is satisfied, so that our revolving fund is not going 
to revolve very fast for a bit. 

Mr. Hresranp. I know that you realize that if we put various com- 
munities, as it were, on the dole with Federal money, we would have 
to go into vast spending moneys nationally. 

Governor LEaprer. Excuse me. They are on the dole now. This 
program, I would hope, takes them off. 
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Mr. Hiestanp. I should have said “keep them on the dole.” I 
know you don’t want to do that. 

Governor Leaver. No, sir. 

Mr. Hiesranp. But I presume the State will accept added doles to 
keep them on the dole, unless the State can handle it, themselves. 

Governor Lraper. Would you restate that ? 

Mr. Hiesranp. These community which are chronically unemployed 
and in which you are doing as much as you can, you still would rather 
have Federal bounty, than to increase the effort to get them off the 
dole? 

Governor Lraper. I wouldn’t say we are doing as much as we can; 
no. I would be less than honest with you if I said we were doing 
everything possible today. We can do 2 or 3 times as much as we 
are doing at this stage. T'wo or three years agol initiated a program. 
I got as much as I could from the legislature. I asked for 20 million 
and I got 5. I asked for 5 million more and we got 3. 

I want to do more at the State level, but I believe this is basically 
a national problem and one that has been sloughed off. For too many 
years we made campaign commitments; in 1956 both parties, both 
major parties, were supposed to be responsible parties; and we pro- 
ceeded to bicker about the thing for a number of years now; and let 
those people sit up there and not starve to death but live there, w ay 
below the standard of living that you and I would want our families 
to have. 

Mr. Hresranp. If we go further then into this wild, almost, and 
very, very large national spending, you agree, don’t you, that that 
is highly inflationary ? 

Governor Lraprr. Frankly, I am not much of an expert. on infla- 
tion and I don’t know anyone who is right now. I have lost a lot 
of respect for those people who thought they were experts on infla- 
tion. I have seen them operating for 4 or 5 years now. 

I don’t think their theories are worth very much. Even in recession 
we don’t seem to be able to stop inflation. Now, if we are willing to 
sacrifice the whole economy to stop inflation and you still don’t stop 
it, I certainly don’t want to pretend I am an expert on it and I want 
no part of it. 

Mr. Hrestranp. I would be suspicious of whoever claims to be an 
expert on it, but I take it you don’t go for the spending of rag money 
to any kind of degree. 

Governor Leaver. What kind of money was that ? 

Mr. Hiestanp. Rag money; that was referred to in yesterday’s 
testimony of Mr. Truman. 

Governor Leaver. I have not had an opportunity to read his state- 
ment. I only saw the press accounts, which were somewhat limited. 

I don’t like inflation any more than anybody else, but I am not 
for wrecking the economy. I would like to get this thing back on 
the track. We have had people up there for 10 years, 12 years now 
who needed help. 

I know you are a little more remote down here. Even Congressman 
Mumma, who said his district just borders a very seriously distressed 
area, he feels when the weather gets better—and I like his optimism, 
I hope I have that optimism at his age, but I don’t agree with him one 
10ta. 
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We have a very serious problem. If you go with me through the 
coal and textile areas of Pennsylvania, within less than 24 hours I can 
show you why we need to do something for them, because they are 
not going to go away. 

You can sit in your committees here in Washington and think 
those depressed areas are going away. They are “not. They are 
here to stay unless we get a lot more activity than I have seen out 
of Washington in the past few years. 

I say that with all due respect for this grand committee here and 
many of the fine things that you have done, but it seems to me be- 
cause depressed areas are limited to a relatively few States and some 
of those States that have them have not been very aggressive about 
doing anything about it, we haven’t gotten any action. 

I want to say to this committee, I hope in spite of that lack of 
enthusiasm for some of the people who come from these States— 
and I am not putting this on a partisan basis and won’t—I hope this 
committee is going to give us some action because you believe in the 
need of human beings. Those people are darn good citizens up there 
and need some attention. 

The CHarman. Mr. Barrett. 

Mr. Barretr. Governor, yesterday we had President Truman be- 
fore our committee. Someone made the statement that if we had 
a little sunshine in Pennsylvania, we would do all right. We would 
come out of the unemployment recession. 

A few weeks ago we had several heavy snowstorms in Pennsyl- 

vania, particularly in the Philadelphia area. Just about that time 
we had 131,000 on the unemployment rolls. After the storm sub- 
sided, I went back to Philadelphia and saw some sunshine and fairly 
good weather. I checked on the unemployment situation and learned 
that it was up to 158,000. It jumped from 7.4 percent to 8.5 per- 
cent, so it appears to me that the weather has very little to do with it. 

Governor, can you tell us something about your own job develop- 
ment program? Was Pennsylvania the first State to undertake a 
program of this kind? Is it not true that the Council of State Gov- 
ernors is recommending this type program throughout the country / 

Governor Leaver. Mr. Barrett, we were one of the early St: ites to 
try to do something on our own. We believe that if we are going to 
come to Washington and say to you gentlemen of the Congress “We 
need help,” we have to show some knowledge and a willingness to do 
what is necessary to help ourselves. We were one of the early States. 
We not only mobilized our own State government, but also the local 
government, as well, Mr. Barrett, to accelerate their public works 
program. We believe that this has an expanding influence. We 
believe it affects the raw materials people, the transportation people 
and not just the construction people, but everybody right down the 
line to the coal miner and the mineral miner. 

We did accelerate that and we are getting very good results from it. 
We have gotten good results from local gover nment. The Joint Fed- 
eral-State Committee, of which I am a member, meeting in Nashville 
« few weeks ago commended us on that program, along with other 
States, I think Illinois along with them, and suggested that all States 
follow this acceleration program. 
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We think it has merit and we think it only has merit if great number 
of governments at the State and local government and the Federal 
level as well push together. 

For example, we have a lot of public housing projects in Pennsy]- 
vania. If Director Cole, with the backing of Congress, could push that 
public housing program—I went over to see him about a month ago 
und he seemed to be somewhat w illing. If we could get a little more 
latitude on the site—if it costs you $5,000 for a site, naturally the over- 
head is going to be substantial. 

If things like that could be pushed along that have been held up, if 
“A could cut through 6 months of redtape in 6 weeks, we can get met 

back to work in the construction field and also the money to supply 
the people working in this construction field and process their supplies, 
We think it has merit. We were very pleased that the C ongress put 
through the expanded highway program. I am happy about the ex- 
panse and increase of post t office activ ity, although it stretched out over 
a long period. 

I would hope that it could be concentrated into the here and now. 
This sort of thing, we think, has merit. 

Mr. Barrett. Governor, you have filed an excellent statement. You 
certs ainly proved you not on ly know your subject, but that you have 
your finger on the pulse of every need of the State of Penn sylv: ania. 
You have been and are a good Governor and I am quite sure you 
would make an equally marvelous United States Senator. 

Governor Leaner. Thank you. Press, please take note. 

The Cuamrman. Mr. Seely- oe 

Mr. Srety-Brown. Governor, it is a pleasure, of course, to have 
you before this committee. 

I would like to turn to page 12, if we may, of the printed copy of 
the testimony that we have. I was much interested in your descrip- 
tion of the job being done by the PIDA in your State. “We have the 
Connecticut Credit Development Corp. set up on much the same basis 
and doing the same kind of a job. 

You say that it is your opinion that the Federal Government should 
move into these areas, even though the State, itself, has not set up 
an agency such as the PIDA or a similar one. 

Ww ould you like to explain why you feel that Uncle Sam should 
move in, even if the local and State governments do not feel the 
situation severe enough to try to help by some action of their own. 

Governor Leaver. Well, I believe it is entirely possible, because 
of an attitude of, perhaps, a Governor who has the veto power, or a 
legislature who would be required to initiate, that some States could 
be without this kind of activity. It is not unusual for a Democratic 
governor to havea Republican legislature. 

In some cases a Republican Governor has a Democratic legislature. 
You could come to an impasse where perhaps 2, 3 or 5 years could 
be lost. 

Mr. Seety-Brown. We all agree that the problem is a real one. 
You have it in your State and we have it in our State. We face the 

same problem together. Certainly that kind of a partisan roadblock 
should never be allowed to hurt the people of a depressed area. I 
cannot foresee that situation developing. If the situation is serious 
enough, it seems to me that whether you are a Republican or Democrat 
you are going to try to solve it. 
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I am just wondering as we go to the floor of the House with pro- 
posals of this nature, if we may not run into opposition from the 
fact that why should we help the State, when the State, itself, has 
not even set up the mechanism to join in that effort. 

I am sure that you and I both agree that we should encourage 
the State to do so. 

Governor Leaver. There is much to be said for your viewpoint. I 
am perfectly satisfied that the States should have to make some kind 
of contribution in this thing, both from the standpoint of administer- 
ing it and the financial contribution. 

However, I can see where there may be very good local, industrial 
development groups in a State. We have in Pennsylvania, those 
12 years old and older and they are very capable. 

Again I mention Scranton as an example. We have many others 
that are quite good. I can conceive of a State having one or a dozen 
or 50 local organizations like that and not having action from the 
State level. 

I would hope that you would not say to the administrator of this 
organization, “You may not do business with them.” 

You may want to penalize them in some manner. I expect you 
would, but to knock them entirely out of the program, it seems to 
me drastic. 

Mr. Srety-Brown. I would not not want to knock out of the pro- 
gram the kind of situation you described, but I understood from your 
statement that even though there were no organization, either State 
level or local level set up, you would still say to Uncle Sam, “Go in 
there and do something.” 

It seems to me that somewhere along the line, locally, somebody 
would want to do something about it. 

Governor Lraper. I don’t know how tightly you have to draft this 
bill in order to build reasonable safety into it. Of course, in govern- 
ment we have to be reasonably safe in any undertaking, but I would 
hope that you could give the administrator some latitude and simply 
say, “You are required to work with existing agencies, if they meet 
certain requirements,” and otherwise you would be empowered to 
set up your own. 

Mr. Srerety-Brown. One last question, if I may, while I still have 
my time, and that is, do you feel that as we set up this program, 
which has to apply to all parts of the country equally well, do you 
feel that there is any danger that as you and I—where we come from 
States where we pay out more than we get back—that we may, in 
fact, to a degree be subsidizing our competitors and as we resolve 
the distressed area problem in one section of our country, we may be 
creating an additional one back home that we have not foreseen? 
Do you ‘feel that that is a real d: anger or not? 

Governor Leaver. I think there is great resiliency in our whole 
economy. I think there is a great capacity to grow. I have never 
taken the viewpoint that because the West becomes great, Ge ‘velops a 
great industry or because of the Tennessee Valley that we are being 
penalize d. I thing we can only be strong together. I don’t worry 
about the fact that if Scranton and Wilkes-Barre become stronger, 
some other part of Pennsylvania will become weaker. 

don’t think this is necessarily to the case. I think it is like 
strengthening a member of your body. If you develop your right 
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arm, your left arm is probably getting something out of it and your 
legs ‘and the rest of your body. if part of your body is sick, the other 
part of it is not going to feel so well either. I don’t think we can sep- 
arate ourselves. I have no fear about any part of our State or country 
becoming strong at the expense of another. 

Mr. SEEty-Brown. It is your feeling is it not, Governor, that as we 
cure the sickness in all our distressed areas, it may be possible that we 
will then create new demands for new products which might well take 
care of the slack which will result from the competitive cycles, is that 
correct ¢ 

Governor Leaver. Yes, I think we are going to have an ever-rising 
standard of living. Certainly what we have seen since World War II, 
if we could go back and reestablish our thinking at that period, it would 
be revolutionary. Nobody would have expected the things we have 
today. If we had expected it, they would be paid for. Nobody eX- 
pected this change. I think we are going to continue to have this ris 
mg standard of living. Things that are luxuries today will be 
necessities. I have no fear of rebuilding all the various sections of the 
country 

The CHatrman. Mrs. Sullivan. 

Mrs. Sutxiivan. Governor Leader, I would like to pursue that ques- 
tion just a little further. 

For instance, the two principal cities of Missouri are in economic 
trouble and so are half of our major industrial centers in the country. 
This is now a nationwide recession. Originally it was confined to the 
farms and the cities like Detroit, but not now. It is spread out. 

My question is this: Can a single city or State do anything about it- 
self of any consequence to head off these economic disasters if the 
Federal Government is reluctant to act or unwilling to act or even 
refuses to act ? 

Could the people, for instance, of Pittsburgh—I don’t mean the 
heads of the large steel firms, but the city, generally, could they have 
done anything to save themselves under the theory that the Federal 
Government shouldn’t do the things the localities can do for them- 
selves, or am I right that when economic disasters get up steam and a 
recession happens, that it requires the kind of action to head it off, 
which cuts across the entire economy ? 

Governor Leaver. I think in the case of a general recession, I think 
that State and local government can actually do very little, by 
comparison. 

I like to liken what we do to taking a sick patient and giving him 
some aspirin and keeping him comfortable until the doctor arrives, the 
doctor being the Federal Government. I think we have a responsi- 
bility to do what we can. If we can only deal with 10 percent or so at 
the State and local level, that is 10 percent who wouldn’t get back to 
work otherwise at that time. 

I think we can be somewhat more effective at the State level on the 
pockets of labor surplus because they do have some limitations. 

On the general recession, I have admitted quite frankly, on many 
occasions and publicly, that I don’t believe we have any magic for mula 
at this stage that we can lick this recession, that it is a national reces- 
sion and only the Federal Government has the capacity to deal with it 
effectively. 
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Mrs. Sutxivan. When any area that is suffering from the unem- 
ployment problem and knows that it is in that condition, certainly 
it wants to come to the Government, but it has to come to the Govern- 
ment with a plan. Isn’t that true? You just can’t say “help us” 
but “help us in this way or that way,” so that they must have a plan. 
Therefore, there would be no way for the Federal Government to 
inform them what could be done except through the appeal of the 
locality to ask for aid on some particular project. That is the idea. 

Governor Lraper. You make a good point, Mrs. Sullivan. Actu- 
ally it would be quite hard for the Federal Government to set up an 
elaborate enough organization to reach down into every pocket of 
chronic unemployment, chronic labor surplus throughout the United 
States, but if they want help, they would have to set up, they ought 
to set up some structures there to cooperate with a major Federal 
program. 

Mrs. SutiivaNn. That is right. 

Governor Lraper. It is an interesting point. I had not thought of 
it quite in that light. 

Mrs. Suutivan. There is one other point that I would like to have 
your opinion on. In this community facilities program, could it be 
classed as a make-work program or does it provide something really 
needed for community life? 

Governor Leaprer. It could become a make-work program only if 
it were badly administered. There are just a Propet number. 
I think I heard the figure this morning that we need $226 million 
worth of additional sewage disposal plants in Pennsylvania right 
now. This is not a make-work thing. It is something that we could 
very well have done 20 or 30 years ago in all likelihood, or much of 
it could have been done. There isn’t anyone in this room who wouldn’t 
agree with the fact that we need many schools, many hospitals. 

We could build—I had the figure recently—$200 million worth of 
schools in Pennsylvania with no trouble at all. If we could step up 
our Hill-Burton hospital funds which was originally set for mest 
vania at $3 million, and if they would go back to the original figure of 
$210 million nationally, if you go back there we would get $5 or $6 mil- 
lion. We wish we could have $90) million. Wecould usethem. This 
isn’t make work. We have sick people who cannot get into hospitals. 
They are using halls, doubling up, crowding and going through all 
the things that are not good. 

It doesn’t have to be make work and I don’t think Congress would 
do it on that basis. I have faith in you. I have confidence. 

Mrs. Suniivan. In other words, the cities or areas would not just 
be asking for a handout. They would be asking for assistance to 
build these things that the community really needs? 

Governor Lraper. Yes. 

The CHatrMan. Mrs. Griffiths. 

Mrs. GrirrirHs. Can you estimate, Governor Leader, the amount 
of unemployment that has occurred in Pennsylvania because of 
automation and the amount for other reasons? 

Governor Leaver. I have no statistics on that at all, but it 
would be pretty phenomenal. I was in a steel mill last week, a Jones 
Laughlin plant at Aliquippa, where electronic equipment produced 
by IBM was in the process of not making steel literally in the blast 
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furnaces, but actually processing steel from the ingot point and on 
to strips and so forth, so that we are making steel with a great deal 
less manpower. We are producing coal with a great deal less man- 
power. I wish I could give you a statistic on that, but I can’t. 

Mrs. Grirrirus. Do you have a survey committee on this? 

Governor Leaper. Our de partment of labor has been working on it. 

Mrs. GrirrirHs. Would you say that since 1954 extensive automa- 
tion has occurred ? 

Governor Lraprr. This plant that I visited was since 1954. They 
are in a constant process of modernization. I think they utilized 
some of these periods of reduced production to further step up. In 
other words, if the steel industry goes to 50 or 48 percent, as it was 
the last time I saw statistics on it—by the time they bounce back to 
90 or 100 percent output again, they w ili have installed so much equip- 
ment for automation that they don’t hire very many of the people back. 

Mrs. Grirritas. Do you have any type of schools for retraining 
the skills of the people or has industry in your State assumed any re- 
sponsibility for this? 

Governor Leaver. I am not thoroughly familiar with this subject. 
Industry has today a more enlightened viewpoint when they ve 
down a mine or close down a plant. They are showing more of : 
willingness to cooperate. I don’t know of any industry that has 
participated in a retraining program. We have had, to a very limited 
extent, some training programs in the hard coal region for men, but 
on a very limited s sale. 

Mrs. Grieriras. A public official in the city of Detroit pointed out 
to me, while I was home at Easter—I am a Detroit Representative— 
that there is a plant, a Ford plant right outside my district that turns 
out in 1 day, with 3,000 men, the same amount of work that a Buick 
plant in Flint does in 1 day with 12,000 men. 

Then he pointed out that in his judgment the tax cut of 1954 made 
this possible. It had permitted a type of automation to occur in 5 
years that might otherwise have taken 50 years, so that part of the 
problem we face today is chronic unemployment and it is because 
we have not recognized and prepared for a much better life situation 
that could be given us by all of this automatic equipment. 

Governor Leaner. IT think that is quite true. It is very true. I 
think we have gone out to gear ourselves to living better. 

Mrs. GrirritHs. Yes; we could all use more. 

Governor Lraper. I think we get mental blocks on a lot of these 
things. I think that this automation can be a blessing or a curse. 
I think if we have enough wisdom to utilize it and enough wisdom to 
get the purchasing power into the hands of the people who need it, 
that it could be obviously the greatest blessing in the history of 
civilization. 

Mrs. Grirrirus. But if today all it is causing is unemployment 
and we are doing nothing about it, it is a curse, in place of the fact 
that we should be using its blessings right now. 

Mrs. GrirrirHs. That is true. 

The Cuarrman. Mr. Coad. 

Mr. Coap. I appreciate your most able statement and presentation 
here. I have only one question. I realize the lateness of the hour. 

I don’t believe, as I followed your testimony and heard the ques- 
tioning proceed, that you made any statement about the possibility 
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of the Federal tax cut, either income or excise. Could you give me 
your feelings and thinking on that? 

Governor Leaver. I thought it was a part of wisdom to be silent on 
this subject when the Speaker of the House, Mr. Sam Rayburn, and 
the leader of the House, Mr. Johnson, and the leaders of the Senate 
apparently entered into some sort of a gentlemen’s agreement with 
the President and Secretary of the Treasury that they would jointly 
decide when a tax cut should be made, if it became apparent that they 
felt it was required. 

I think it would be unfortunate if we made a partisan, political 
battle out of a tax cut. It is the kind of thing that everybody wants to 
get in on, like a tip on a race, but I want to say that I certainly agree if 
there is to be a tax cut I want to agree with the testimony received 
here yesterday from President Truman that it ought to go to the middle 
and lower income families. 

Mr. Coan. I appreciate that. That is what I wanted to get from 
you. How do you feel about excise taxes on the various products, 
automobiles, telephone, freight, and passenger travel, cosmetics, and 
so forth? 

Governor Leaver. I think you would have to take each one of them 
individually. Ihave a feeling—I may be wrong—that you would get 
more stimulation by reduction of the income tax. I think it is a bet- 
ter, perhaps a more significant psychological help. I know they are 
blaming, in some degree, the slowness in sales of automobiles on the 
possibility of a reduction in the excise. I question whether it has 
made that much difference. I don’t know. 

Frankly, I think all of us are doing some bold guessing on tax cuts 
and I am not prepared to do any bold guessing here today. 

Mr. Coap. Thank you very kindly. 

The Cuairman. Mr. Anderson. 

Mr. Anperson. I want to compliment you, too, on your very splendid 
statement and, also, to say that I think your answers to the questions 
that have been put to you this morning have been equally as 
enlightening. 

Governor Leaver. Thank you. 

Mr. Anperson. We are discussing, primarily, factors involving un- 
employment and, of course, some of the bills that we have before us 
tend to develop additional industry. Perhaps some measures may lead 
to the construction of new factories. Yet, in your State you have steel 
factories operating at a fraction of capac ity; you already have more 
than enough factories to put the unemployed to work. 

Don’t you think that perhaps a reduction in prices, so that we could 
increase the volume of goods eine turned out of our factories, would 
be helpful in this condition ? 

Governor Leaver. I think possibly you will get some minor reduc- 
tions. I understand the automobile dealers of this country were op- 
erating on about a 1-percent margin of their gross for a good many 
years. I don’t know how much they can afford to reduce. 

I have not seen any evidence on the part of manufacturers. I don’t 
know how you reduce the price of an automobile at wholesale if you are 
at 50 percent of production, if you can’t reduce it when you are at 100 
percent of production. 

The only thing I have seen recently, of substance, was the price of 
aluminum reduced. It drops about 2 ‘cents a pound a few days ago. 
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That will be an interesting thing to watch, if consumption goes up 
beyond what we had reasonably Deliev ed would occur. 

Being more or less on the consumer’s side, myself, and certainly 
being interested in the support of consumers, as I suppose anyone who 
is in elective office would be, I would prefer to say that I think prices 
are just awful and they ought to come down. 

I think anyone who says that has to be prepared to say that wages 
ought to come down and a multitude of other things have to come 
down, and I am not. I don’t think you can go forward by going 
backward. I don’t think we are going to get a ‘big shot of deflation. 
I am not so sure we want a big shot ‘of deflation. 

I would just like to see us produce more and see a lot of people 
who don’t have enough, have a chance to buy it. There is nobody who 
can’t recognize that a pretty high percentage of our population still 
needs better housing in this country. Drive through any major city 
or drive through the rural areas, for that matter. In the South and 
in my area of Pennsylv ania, they are pretty bad. 

There is nobody who can say that our children have a decent diet. 
There is nobody who can say we have adequate hospitals, schools or 
anything else. 

I guess I would like to see prices come down basically, but I hate 
to think of all the things that are going to come tumbling down with 
it at the same time. 

Mr. Anperson. I don’t want to put you on a spot with the steel 
industry, which is a vital one in your State, but I do want to point 
out that ‘certainly the increases in prices of steel have contributed to 
the losses of market for steel. No one can say there is a competitive 
market in steel, that if we build more steel factories that that is going 
to reduce the price or increase the production. Steel prices are at 
an alltime high and the profits are at an alltime high at the time that 
the production of steel is very nearly at an alltime low percentage 
of capacity, and certainly for all postwar years at an alltime low. 

Governor LEADER. Mr. Anderson, I couldn’t agree with you more. 
I don’t suppose there is anything that irks me more—and I don’t 
like these administered markets any better than you do and we have 
them. We have them in paper, pulp, and a lot of the metals. Ina 
lot of the fields we have these administered markets. If anyone is 
ever going to cope with it, it is going to have to be you folks. 

Mr. Anperson. Do you think we need more effective antimonopoly 
legislation, because certainly these are monopoly prices? They have 
no relation to competition or supply and demand ? 

Governor Leaver. I don’t know that I have the answer. If more 
effective antimonopoly laws can be devised and they would be admin- 
istered, that might be part of the answer. I would hope so. We 
were going to build a great system of highways and your cement has 
been on an administered market for a long time. 

It seems to me that the Federal Government had some direct inter- 
est in that price. I suppose one of the things that irks me most, 
if the young boy on the farms was to read the full page ut ility ads 
in some of the farm magazines telling us of the glories of the great, 
free, competitive, American system. I thought we knew something 
about it down on the farm, because we were in there. 

A lot of people think that all farmers are being subsidized up 
to the hilt, which is a great fallacy as you know, Mr. Anderson. But 
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no one seemed to get very excited about the fact that we were com- 
petitive, that we were competitive enough to knock a great many 
people off the farms and some are still going off and some are now 
queing up in the relief lines because there are not enough jobs to 
take care of them. This is probably a result of the great general use 
of some of the economies that you folks know about in this country. 

The Cuarrman. Mr. Breeding. 

Mr. Breepinc. Governor L ader, it certainly is a pleasure to have 
you in this committee this morning and I w ant to compliment you 
on your fine testimony given here. I am sure that the people of Penn- 
sv lvania are fortunate to have you as their governor. 

Governor Leaper. Thank you, sir. 

Mr. Breeprinc. You have answered part of my question to Mr. 
Anderson, since I was going to ask about farming. I will ask this 
question : 

What percent of farm labor have left the farms in the past few 
months ? 

Governor Lraprr. I don’t have those figures at my fingertips. Of 
course, the great bulk of those people would ke in that one-third. You 
have the difference between 235,000 and 488,000, roughly 250,000 that 
have become unemployed in our State since last Labor Day. Of those, 
we estimate one-third would be seasonable, which would include agri- 
culture and construction, primarily, but I cannot give you the statistics 
on farm labor. Whatever was farm labor ought ‘to be getting back to 
work about now. 

I don’t think it would be too substantial. Our farms in Pennsyl- 
vania are small. We have an average of 70 acres, against the national 
average of 102, and they are mostly run by family- -type operations. 
I don’t thing that we can count on that to take a big bite out of the 
une} nploymen nt that exists in our State now. 

Mr. Breeprne. I would like to further ask you this question: A 
few days ago Congress passed and sent to the President a bill to freeze 
farm prices as of the 1957 level. What reaction, since the President 
vetoed the bill, is there among farmers in your State ? 

Governor Leaver. It would be quite hard for me to give you an hon- 
est answer, because, while our farm associations are in close touch with 
our very effective Department of Agriculture, I have not been too close 
to farm groups since the bill was vetoed. 

Beyond that, Pennsylvania is pretty much an unimportant State in 
the commodities that you were dealing with in that legislation. We 
produce the perishables and we buy the nonperishables ‘because we are 
a poultry and dairy State basically. Some 60-odd percent of our farm 
income is from dairy and poultry and we must buy feed because our 
farms are not large enough. They are not large and they depend on 
livestock income. I would say that our farmers are pretty confused 
or, if not confused, divided in their attitudes on farm legislation. 

It is one of the fields for which I could find a quick and easy solu- 
tion. Our farmers are a little different in view-point from the mid- 
western farmers or the southern farmer because of this difference. We 
have to buy farm products, many of our farmers in Pennsylvania. 

Mr. Breeprnc. I am sure that the dairy farmers of your State are 
not happy with the reduction in the price of milk as of the 1st of April. 

Governor Lraper. No, the manufacturers buy graded milk. I am 
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sure they are not going to be happy with that. However, we have our 
own milk control act and a good part of us come under the State act, al- 
though we still supply a good amount of milk under the New York 
milkshed order and a good part of the city of Philadelphia is under the 
order, but a good part of the State is under our own State agency. 

Our farmers have done better under our own milk control. agency 
than they would have in most cases if it had all been under Federal 
orders. 

Mr. Breepina. Thank you. 

The Cuamman. I want to ask you a question about the indebted- 
ness of your cities. I understand that there is a limitation on the in- 
debtedness of municipalities in Pennsylvania; is there not / 

Governor LEAprErR. Yes. 

The CHarmman. How many cities are up to the limit ? 

Governor Lraper. There are quite a good number of them. How- 
ever, | want to be perfectly honest with you, Mr. Chairman. A lot of 
our municipalities that are up to the limit of their borrowing 
capacity—and it is based on assessed valuations and many of those 
properties, many of those cities do not have property assessments up to 
100 percent of the market value of the property, so actually there is 
some latitude there. I would say the medium size and the small sizes 
would be more limited. 

Of course, that assessed valuation affects the school district. Many 
of our school districts are borrowing on these revenue bonds at a hieh 
rate of interest, rather than being able to borrow on the general obliga 
tion bonds, which they could do if assessments were revised. We 
passed a new law that will require evaluation of the assessments. We 
put teeth in the law 2 or 3 years ago, which practically forces them to 
reassess by the end of 1958. Even that will not be the whole answer. 
There will be many communities that cannot borrow on general 
obligation bonds. 

The Cuarrman. Under the community facilities, they can borrow 
on revenue bonds and that will enable them to build waterworks, 
sewers, and other things with revenue bonds, which will obviate the 
necessity of keeping under the debt limit. 1 presume that you are in 
favor of that ? 

Governor Leaver. Yes, sir, very much so. 

The CHarrmMan. Governor, you have made a very fine statement 
and I know the committee thanks you very much and we hope to 
have the opportunity to hear you again sometime. We thank you 
for the work you have done and the information you have given us. 

Governor Leaper. Mr. Chairman and members of the committee, 
I want to thank you for the great patience you have demonstrated 
here and the good will. It has been very heart warming to me. I 
go away feeling that there is a definite sentiment running here to do 
something finally for these very unfortunate communities. 

The Cuarrman. If we don’t, it might have an effect on the future 
life of the country and the Congressmen. 

Governor Leaver. I think this is one question we can afford to put 
above political considerations and I think that possibly that time 
has arrived and I am very grateful to you. 

(The following statement was submitted to the committee :) 
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STATEMENT OF BERNARD B, BLIER, SCRANTON, PA, 


Chairman and committee members, my name is Bernard B. Blier, and I am 
present here today representing the city of Scranton, Pa., in a regional appeal 
for prompt congressional consideration of a host of chronic economic problems 
that beset our community. 

By way of further identification, I am secretary of the city planning com- 
mission, and I am identified with the area’s well-known effort in the field of 
community industrial development and urban renewal. I am active in the 
Northeast Pennsylvania Industrial Development Commission, by virtue of my 
post as secretary. This latter group represents perhaps the strongest regional 
attack in the Nation on the waste and human distress resulting from prolonged 
and federally bypassed unemployment. 

I believe that I am somewhat of a veteran witness on this subject of possible 
Federal assistance to areas reflecting substantial labor surpluses. I have 
appeared before every House and Senate committee and subcommittee that have 
held open hearings on this great economic enigma that has plagued certain areas 
across this country. 

Today, I do not want to burden the committee with the usual boring statistics 
and examples that have already flooded the records of all congressional groups 
studying this critical situation for the past several years. 

Your Federal Departments of Commerce and Labor just bulge with studies, 
surveys, statistics, grassroots analyses, and all of the usual pleas that are 
prompted by petitions of assistance addressed to our chronic employment 
problems. 

We have been to the Department of Defense. We have talked to the General 
Services Administration, the Atomic Energy Commission, and just about every 
other agency that might represent some feasible partial answer to our over- 
whelming situation. 

We have even met with President Eisenhower as far back as May of 1954, 
from whose high office we were promised attention and assistance. 

Today, we join Governor Leader, of Pennsylvania, in seeking prompt assistance 
and ask the Congress of the great United States for some demonstration of 
leadership in compromising and formulating a program of action that will result 
in the passage of adequate and workable legislation. 

We ask a Congress that has in a little more than the past decade authorized 
and appropriated more than $60 billion for various foreign aid programs. We 
believe that they are necessary and support continued assistance as a firm 
Government foreign policy. 

jsut on the other hand, we feel that there must be someone in this great 
Government of ours who has an incisive understanding of national economic 
policy and the deterioration that results from chronic unemployment. Some- 
where, someplace—whether it is in this committee or in the House Rules Com- 
mittee, there must be someone familiar with the tragedy of the chronic labor 
surplus areas of the Nation. 

Perhaps, with a general decline in our national economy, we can expect 
some congressional action. Perhaps. in this election year, our pleas might 
merit some consideration. But, I would like to point out that if this Congress 
enacted Federal distressed area legislation 2 or 3 years ago, the Government 
would be in a far better position to take appropriate antirecession action today. 

They would have achieved a certain amount of sound experience in sound 
regional aid programs. They could rationalize the problems and programs on 
a greater scale in all fieias—industrial development aid, rural development area, 
public works, technical assistance, and the host of other activities that must be 
undertaken if any comprehensive plan is to evolve. 

The city of Scranton which has amply demonstrated its individual community 
industrial development capabilities, the northeastern section of Pennsylvania 
where more community plants have been built and in any other sector, the 
Commonwealth with its magnificent State industrial development assistance 
program under the Pennsylvania Industrial Development Authority, all are 
demonstrations of local initiative. But we need something more, we need 
your help and your guidance. Otherwise, new demands of public welfare, per- 
manent unemployment compensation, and other appropriations will be used 
instead of providing the work and the self respect that should be every Ameri- 
can’s heritage. 
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I will close with this sincere appeal. It isa plea that this committee and this 
Congress compromise all of the various approaches that have been drawn up 
so far. 

You should sit down and draft the best of all plans that have been advanced. 
And, come up with a sound law that is sure to merit for your Congress the 
sincere appreciation of the mounting victims of expanding pockets of unem- 
ployment now spreading across the country. 

The people back home are not too concerned over whose program is adopted, 
but rather, they are becoming increasingly concerned that no program has been 
approved after 5 years of delay and inaction. 

I thank the committee for your interest in my observations. 


The CuHairman. The committee will now adjourn until 10 a. m. 
tomorrow. 

(Whereupon, at 12:22 p. m., the committee adjourned until 10 a. m., 
Wednesday, April 16, 1958.) 
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WEDNESDAY, APRIL 16, 1958 


Hovuss or REPRESENTATIVES, 
COMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10 a. m. Hon. 
Brent Spence (c hairman), presiding. 

Present: Messrs. Spence, Brown, Patman, Multer, Mrs. Griffiths, 
Messrs. Ashley, Vanik, Rutherford, Coad, Anderson, Breeding, Talle, 
Kilburn, Mumma, McVey, Hiestand, Bass, Seely-Brown, Henderson, 
and Chamberlain. 

The CHairmMan. The committee will be in order. 

Mrs, Grirritus. Mr. Chairman, at the request of the chairman, I 
would like to withdraw my objection as to the inclusion of either the 
offering yesterday of Mr. Betts or Mr. Kilburn. 

I have looked through the testimony and I feel that the Krock 
article, original interview, would be best quoted if it came in Mr. 
lalle’s original question to the President. If you don’t care to include 
the total article, would you please include the paragraph that I have 
here, in toto, which includes the statement about unemployment. 

I would like to say further that I feel, and as I felt yesterday, that 
there is something rather unfair about bringing in one witness and 
questioning him and then permitting a rebuttal from a witness who is 
unquestioned. However, in the interests of harmony, if you want to 
aclu it, I will withdraw my objection, if you particularly include 
this paragraph of the original Krock testimony. 

Mr. Parman. Mr. Chairman, I reserve the right to object. I don’t 
expect to object, but I want to invite the attention of the chairman to 
Mr. Kilburn’s statement on the floor of the House yesterday. 

Before Mr. Kilburn made his statement, he was kind enough to sug- 
gest to me that he expected to make a unanimous-consent request, that 
Mr. Krock’s article be placed in the Congressional Record, and I as- 
sured him I had no object to that. 

In his statement preceding the artic le, he states that he tried to get 
it in the record of the hearing in the Banking and Currency Committee 
but I objected. The chairman sustained the point of order. 

Of course, the fact is I did not object. I made a point of order 
against it and stated at the time that it appeared to me to be a subter- 
fuge, trying to get the article in one way, when it had just been ob- 
jected to, and since it was not material to ask Governor Leader about it. 

Mr. Kilburn made this statement which I think was unfounded and 
[ hope that he will consider withdrawing it: “Apparently the Demo- 
cratic members of our committee do not want the facts to be known.” 

Mrs. Griffiths made it plain, and I made it plain, too, that we wanted 
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to know something about the article before we agreed to its inclusion in 
the record. There was no effort on my part or on any other member's 
part, I am sure, to keep it out of the record. It was just a matter of 
the proper time and place. It was inappropriate to try to interrogate 
the Governor of Pennsylvania about something that occurred the day 
before. 

I do not believe that Mr. Kilburn’s statement yesterday on the 
floor was exactly the type of statement that he would normally make 
and I am sure that he would like to correct it. I shall certainly not 
object to Mr. Betts’ request. ; 

Mr. Kizeurn. Mr. Chairman, I do not want to correct it. Of 
course, the situation is such that Mr. Patman made a point of order. 
It was not unanimous consent or request. The point of order had 
the effect of objecting to me making the statement. I am not going 
to change it. 

Mr. Tarte. Mr. Chairman, I cannot accept the proposition that was 
offered because it was a conditional one. ‘The gentleman from Texas, 
Mr. Patman, certainly more than anybody else, has inserted great 
quantities of material in the record. Our record proved that. And 
no one on this committee, within my memory has raised any objection 
to his numerous and comprehensive insertions. He has not offered us 
opportunity to examine his materials and I don’t remember that 
anybody ever asked for it, so this is an unique instance. 

Therefore, I hold that it was a conditional withdrawal of the motion 
and I do not accept it, Mr. Chairman. 

The CHatrmMan. Without objection, the article may be inserted in 
the record. 

Mr. Kirsurn. Who is putting it in? 

The Cuarrman. I thought you asked for that. 

Mr. Krizeurn. No; I did not. 

Mr. Parman. Mr. Betts made the request yesterday and Mrs. 
Griffiths objected to it. This morning she is withdrawing her ob- 
jection, as I understand. I had reserved the right to object. I now 
withdraw the reservation and do not object. 

The CHatrMan. Without objection, it will be inserted in the record. 

Mr. Kitpurn. Let’s have an orderly procedure. Mr. Betts has not 
offered it again. It was objected to yesterday and nobody has offered 
it that I know of. 

Mr. Parman. It is pending business. The committee has not 
adjourned. We are still considering the same bills we were con- 
sidering yesterday. 

Mr. Tatte. Mr. Chairman, the request for unanimous consent was 
made on yesterday. 

The CHarrMAN. Yes. 

Mr. Tate. It was objected to, period. That is final. Now then, 
this cannot be considered unless that request for unanimous consent 
isrenewed. It has not been, so far. 

Mr. Parman. The pending question before the committee is: Is 
there objection to the request of Mr. Betts?) Any member can object 
to it, of course. 

Mr. Kirpurn. That has been disposed of yesterday, Mr. Patman. 

Mr. Parman. Is there objection, Mr. Chairman ? 

Mr. Tatxe. There is no request by Mr. Betts. 

Mr. Parman. The answer to this objection. 
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The Cuairman. He asked for it yesterday and it was objected to. 

Mr. Tate. And that was final. Mr. Betts has not renewed it this 
morning. 

Mr. Parman. The question is: Is there objection to Mr. Bett’s 
request? I insist on the question. 

The CuairmMan. Just a minute. 

Mr. Kixteurn. Is Mr. Patman running this committee ? 

Mr. Parman. I am asking the chairman to put the question. Mr. 
Kilburn is not running this committee either. 

The Cuatrman. Mr. Betts will have to renew his request today. 

Mr. Parman. No; he doesn’t. Is that the Chair’s ruling? 

The CHarrMan. Yes. 

Mr. Patrman. In other words, the members on the minority side 
object to its going in. 

Mr. Kitsurn. No. 

Mr. Parman. It is offered right now and you don’t want it to go in. 

Mr. Kiripurn. It has not been offered right now. You can offer it 
if you want to. 

The CuarrMan. In order to settle it, the Chair will offer it. I offer 
the article. Is there objection? The Chair hears none. 

I also offer a statement that was made in the original interview of 
Mr. Truman in 1950, I believe it was. Is there objection to this? 
The Chair hears none. 

(The information referred to is as follows :) 


[The New York Times, April 15, 1958] 
IN THE NATION 
POOR MEMORY PERHAPS IS TRICKING TRUMAN 
By Arthur Krock 


WASHINGTON, April 14.—Harry S. Truman will be distinguished in history 
for momentous decisions, boldly and promptly made, that helped to assure victory 
to the United States in the greatest war of the Republic and stayed Europe 
against the spread of Communist rule. For these acts, insofar as contemporary 
judgment can discern, he will be permanently cataloged as one of the great 
Presidents. 

But on the smaller stage he has played a minor and unfortunate role as an 
active repudiator of established facts concerning him, even when this reflects 
without justification on the personal integrity of others. Perhaps a bad memory 
explains some repudiations. If so, this memory is remarkably bad, as demon 
strated by certain statements the former President made today. 

He was testifying on anti-recession measures before the House Banking and 
Currency Committee. He was asked by Representative Talle (Republican, Iowa) 
if he still held the view he expressed in an exclusive interview he granted this 
writer that was published in the New York Times of February 15, 1950: “It is a 
good thing that job-seeking should goon at all times. It is a healthy thing to have 
some unemployment * * * from three to five millions is supportable.” 

The former President replied : “This exclusive interview didn’t happen, it came 
out of the air.”’ A few minutes later he said that “no newspaperman” had ever 
talked to him “about unemployment” and that the passage was only “a purported 
quote from me.” 

PROPOSED BY MR. TRUMAN 

The facts are: 

Mr. Truman himself proposed the exclusive interview. At a dinner given 
February 7, 1950, by the late Senator McMahon of Connecticut at the 1925 F 
Street Club at which the President was a guest, he joined Chief Justice Vinson 
and me. “My fellow-Kentuckian has some questions he’d like to ask you,” said 
Mr. Vinson. “Ask them and you'll get the answers right now and you can print 
them,” said the President. I suggested a different time and place for elaboration. 
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The President told me to make an appointment with him through the late Charles 
G. Ross, his press secretary. I did so and was received by the President in his 
office at 3:45 p. m., February 13. I asked these questions and many others; the 
President answered them in detail and volunteered some observations of his own. 
{ wrote the article reporting the conversation. This I completed late that night, 
and, by the customary understanding with the President, submitted the article 
before publication for any editing or other revision. 

The next day at 11:30 a.m. Ross telephoned me to come to his olfice. There he 
said he had gone over the manuscript with the President, who said “it was ac- 
curate in every detail.” Ross suggested a few minor changes, but none in the 
passage about unemployment and returned me the copy for publication as an ex- 
clusive interview with the President. It appeared without delay in the Times of 
February 15. 

On February 16 the President held a news conference at which this interview 
was the principal topic. He was asked specifically: “Was the interview au- 
thorized in that form?’ He replied: “It was.” On the previous day, asked by 
the United Press if the exclusive interview granted by President Truman to 
Arthur Krock was an accurate portrayal of the Chief Executive’s views, Ross 
answered: “To the best of my knowledge and belief, those are his views.” 


MR. TRUMAN JUSTIFIES HIS ACTION 


At the news conference on February 16 Mr. Truman further established his au- 
thorization of the interview and its exclusive character by responding to the 
protests of other reporters as described in the following dispatch, published on 
page 2 of this newspaper, Feb. 17: 

“Mr. Truman announced in a tone of rebuke that he was a free agent, that he 
would see only whom he pleased, when he pleased, and say what he pleased to any- 
body, and he would be censured by nobody * * *. He acknowledged there was a 
custom that the President does not give exclusive interviews, but he made it plain, 
with asperity, that no custom could prevail over the prerogative of the President 
of the United States in his relations with a free press.” 

This is the record, enough of it public and under the imprimatur of Mr. Truman 
(fortunately, since Vinson and Ross are dead) totally to refute his first and only 
disavowal of it 8 years and 2 months later. The most tolerant conclusion on 
this incident is that a memory, extraordinary in its retention of events in remote 
history, fails Mr. Truman when the event is part of his own and recent experience. 
The conclusion is tolerant indeed of a disclaimer that imputes fakery of an inter- 
view with a President of the United States, deception of his newspaper and the 
reading public by the writer of the interview, and a gross fraud committed on 
the advisory board on Pulitzer prizes. 

The board in 1951 certified the exclusive interview as the 1950 prize winner 
in national reporting. It explained in a resolution that the award was not made 
formal because of a rule (proposed by the author of the interview, who was a 
member of the board) that its personnel was ineligible for individual prizes, 


[Excerpt from the New York Times, February 15, 1950] 
AIMS AT EXPANDED ECONOMY 


His object is steadily to expand the economy so as to provide jobs and careers 
for the million and a half young people who come annually into the stream of 
commerce. This cannot be done without the measures outlined in the fair deal. 
From a peak of 59.6 millions of persons employed in civilian activities last 
September, the number has gone down to 56 millions, with 4.8 millions unem- 
ployed. « A certain amount of unemployment, say from 3 to 5 millions, is support- 
able. It is a good thing that job seeking should go on at all times; this is healthy 
for the economic body. But the main thing is to keep the economy rising to 
absorb the new entrants into the stream of commerce. There are now 62 millions 
employed in the labor force in the United States, including the military. Ten 
years ago whoever had suggested that this could happen would have been written 
down a fool or a dreamer, 


Mr. Mumma. Mr. Chairman, I ask unanimous consent to put in 
the record, remarks of Bernard B. Biler immediately after the 
testimony of Governor Leader yesterday. 
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The Cuarrman. The remarks of whom? 

Mr. Mumma. Bernard B. Biler, of the Northeast Development Co 
who are trying to solve the problems of a distress area up around 
Wilkes Barre and Scranton, and he has a statement which he would 
like to put in on that proposition immediately after Governor Leader’s 
statement. 

The CHarman. Is there any objection? The Chair hears none. 

Mr. Mumma. Thank you. 

The CHarrman. Today we have Governor Underwood of West 
Virginia whom I know has a very serious problem to present to the 
committee. ‘The State of West Virginia has the same economic prob- 
lem as the State of Kentucky. It is a coal mining State. ‘These 
people are out of work and there is great depression and hardship 
there. 

Governor Underwood has come to ask for relief and he is desirous 
of having us help solve the problem. 

We are very glad to have you, Governor Underwood. I know we 
will give great consideration to your problem, because it is a serious 
one. I know you are deeply interested and have given great study 
to it. Wethank you for coming. 


STATEMENT OF HON. CECIL H. UNDERWOOD, GOVERNOR OF WEST 
VIRGINIA, ACCOMPANIED BY HENRY L. ASH, DIRECTOR OF 
UNEMPLOYMENT SECURITY, STATE OF WEST VIRGINIA 


Governor UNperwoop. Mr. Chairman and members of the com- 
mittee, you honor West Virginia by asking me to appear here today 
and talk about the economic problems associated with employment, 
things that all of us are interested in and, certainly as the chairman 
has so well said, Kentucky and West Virginia share very much alike 
in this problem. 

As a matter of fact, I think we have been shuttling between third 
and fourth place among the States, as far as unemployment in the 
country is concerned. 

At the present moment, West Virginia is fourth, I believe, right 
behind Kentucky. We have approximately 50,000 unemployed, rep- 
resenting about 12.4 percent of our labor force. 

I would like to make it clear that I did not come here to give the 
distinguished members of this committee advice. On the contrary I 
hope that. I might find some answers to our common problems. 

I in no way appear as an expert, unless it could be considered that 
having served 12 years in the State legislature, I established some 
sort of a record for the number of bills sponsored, but not passed. 
Since becoming Governor, my record has not improved the slightest 
bit. 

In line with the invitation which you so kindly extended to me, 
my remarks today will be primarily limited to the economic conditions 
and unemployment problems in the State of West Virginia. 

Obviously, I am more familiar with these problems, since they 
affect my State that I am with problems beyond its borders. 

Nonagricultural employment reached its alltime peak in the ye 
of 1948 when 543,900 people were employed. During the past 10 
years employment opportunities have diminished in West Virginia, 
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particularly in the coal-producing are Total nonagricultural em- 
ployment in 1954 had dropped to 473, 400. While the Nation was 
facing a 3 percent decline in employment during 1958 and 1954, West 
Virginia experienced a drop of 7 percent. 

In 1954 13 of the State’s 16 labor market areas were classified as 
I'V—B, very substantial labor surplus, and the remaining 3, IV—A, 
substantial labor surplus. Unemployment exceeded 13 percent of 
the labor force of that year and reached a point of 20 percent in the 
Beckley area. 

During the past 10 years statistics show a continual growth of 
population throughout the United States. West Virginia a as 
one of the few exceptions to that national trend. Until last year, we 
continued to lose population. (1950, 2,011,000; 1956, 1,983 ,000. , 

During the past 12 months, 1957, it is estimated that the State's 
population trend has at least become static and possibly begun an 
upward climb; however the slight increase in total population last 
year does not equal the excess of births over deaths. The population 
decline of these years resulted largely from an outward migration of 
job hunters, particularly among young men and women who were 
seeking greater opportunities than they could find in their home 
State. 

The State government recognizes this lack of opportunity and re- 
sultant movement of our people out of the State as being one of our 
most serious problems. The State needs the young people for its 
future development. During times of declining employment in other 
areas of the country, many of these workers return to their homes and 
add to the total economic problem of the State. 

Virtually all income supporting State government is derived from 
consumer or business taxes. The three primary sources of State in- 
come are a gross sales tax on all business activity, a 2 percent consumer 
calestax anda gasoline tax. 

The ability of the State to meet essential public service and cope 
with new social problems related to employment declines at a rate ap- 
proximately paralleling the descending economic level. 

Any prolonged recession therefore is certain to affect seriously the 
State income. By constitutional mandate the State is prohibited from 
deficit spending in its general revenue fund operations; therefore 
deficits must be prevented by reduced expenditures. 

West Virginia’s present economic problems are not new ; on the con- 
trary they have become basically chronic problems as a result of 
slowly building forces over the last decade. For many years the coal 
industry has set the basic economic pattern of the State. Ten years 
ago one-fourth of the wage and salary jobs was in the coal industry. 

The coal mines of West Virginia employed 131,700 people in 1948. 
This figure dropped to 70,900 in 1955, returning to a 1957 average 
monthly employment of 77,400. The first 2 months of the current year 
show another decline to 71,700. 

Actually there are 60,000 fewer miners working now than were em- 
ployed 10 years ago. The current ratio finds only 1 out of every 7 
Jobs in the coal industry. Production figures do not show a propor- 
tionate ratio. Last year’s production was only 10 percent below the 
peak of 1948. 
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There is general agreement that two major factors account for the 
oa lining need for manpower in mines: 
The substitution of other fuels as sources of ener gy. 
The constantly increased productivity resulting from technologi- 
call improv ements in the mining processes. 

Bituminous coal and lignite supplied 67.4 percent of the country’s 
energy needs in 1920, In 1957 this fuel supplied only 25.7 percent of 
the national need. 

In the face of a declining fuel market, technology yielded to the 
need for lower production costs and swept away the jobs of many 
miners. 

Productivity per man per year in 1948 at 1,300 tons increased to 2,000 
tons in 1957. At the same time the working year shrunk by almost a 
complete month. 

New and more efficient extractive machines continue to appear in 
the coalfields. Each passing month finds a more widespread ac- 
ceptance of the mechanized mining processes. ‘These modern trends 
will continue to improve productiv it y at arapid pace. 

It is now possible for 4 men operating a continuous loader to produce 
as much as 700 tons of coal in 1 shift. 

These economic forces at work in our basic industry are powerful 
influences on the State’s manpower needs. They are an inevitable 
part of industrial evolution. I am sure they will continue to shape 
and determine the course of industrial events in my State for years 
to come. It is reasonable to expect that the number of coal miners 
needed in the future will be even less than now. 

Mine unemployment, the State’s biggest economic problem for the 
past decade, now accounts for approximately one-third (31.9) of the 
current lists. I have just pointed to the fact that this problem will 
require more than temporary or emergency measures for correction. 

Forty percent of the current unemployment in West Virginia will 
be found in the manufacturing industry of the State and about one- 
half of this amount will be found in primary metals, stone, clay, and 
glass industries. 

- These industries, of course, reflect more directly national economic 
problems and, in turn, will respond to increased nationwide economic 
activity. 

The State of West Virginia finds itself extremely limited in any 
efforts of bolster the economy at the present time. These limits are 
fixed by constitutional provisions and budgetary appropriations. 
The State has no emergency fund or other resources on which it can 
draw at this time to provide new or accelerated programs. 

I am proud to tell you that the State government is making every 
effort to see that its expenditures yield as many job-producing services 
as Pa Our efforts might be classified in six categories: 

1. Highway construction program. 

2. Other public works. 

. Department of public assistance. 

4. Retr: ining program for displaced miners. 

5. Efforts to expand woodworking industry to restore employment 
mi ‘ areas. 

The attraction of underground industries. 

W est Virginia’s 1958 highw: ay construction program is by far the 

largest undertaking in our history. It would be much greater if the 
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State road commission were not hampered by lack of funds to match 
already available Federal aid. 

When present engineering is completed, we will have $80 million 
worth of plans re: dy for new y highw ays. 

Of that amount the State road commission expects to let to contract 
$45 million on the Interstate Road System alone. Incidentally, these 
contracts will begin to be let this month. 

I am sorry to say that West Virginia has lagged far behind its sister 
States in getting the interstate program underw: ay. The contracts 
to be let this year mark the beginning of this program. 

Of the remaining $35 million, we hope that it will be possible to 
let as much as $12 million to contract. The balance must await 
availability of funds from State tax collections or appropriations by 
the State legislature. It is safe to estimate that new construction 
during 1958 “will probably reach $57 million including right-of-way 
pure chases and engineering costs. 

1957 was a record year of highway construction. At the present 
time we have already under contract $18 million worth of highway 
projects which were started last year and are scheduled to be com- 
pleted during 1958. This carryover alone equals the amount of work 
completed last year and is $8 million more than the amount of con- 
tract work completed in 1956. 

Because of the excessive winter damage to our highway system it 
will be necessary to channel more than a normal amount of money 
into routine maintenance, resurfacing, and other special repair 
expenditures. 

It is not possible to predict with accuracy the effect of this program 
on the State’s economy. Obviously it will be a strong factor of en- 
couragement. It will provide jobs, tax income, and increased busi- 
ness activities throughout the State. 

Other items which might be classified as public works are small 
indeed. The State has been successful in obtaining Federal grants 
for construction of three new National Guard armories plus a number 
of federally supported projects for the respective Reserve programs. 
These various projects will exceed a million dollars of construction 
this year. 

In addition, the last session of the legislature provided a modest 
appropriation for a number of conservation projects in parks and 
recreational areas throughout the State. 

The department of public assistance is making every effort to extend 
its resources to serve the greatest number of distressed citizens and 
families. 

At the beginning of the year the department was able to make a 
very modest increase in most of its grants. Through savings and 
expenditures in several categories of assistance, it was possible to 
transfer $100,000 this month for emergency expenditures occasioned 
by present unemployment. Obviously this small amount will meet 
only the most severe emergencies and cannot in itself be a substantial 
factor. 

The CHarrmMan. Will you discontinue for just a minute? Congress- 
man Bailey and Senator Hoblitzell from West Virginia are in the 
audience. We invite them to come up on the rostrum. 

You may proceed. 


LEGISLATION TO RELIEVE UNEMPLOYMENT 123 


Governor Unprerwoop. Thank you. I am happy to have these dis- 
tinguished guests here this morning. 

Working with officials of the Federal Government, the State has 
been able to improve greatly the distribution of food commodities. 
This distribution has been extended to many areas not previously 
served and we believe is serving much better the areas dependent on 
this service heretofore. 

During the fiscal year ending June 30, 1957, $6.8 million worth of 
commodities were distributed. At the present time these welfare 
commodities have been increased by 50 percent and plans are already 
made to keep this volume in line with unemployment trends. 

Under the supervision of the State director of vocational education, 
we will soon undertake a survey to determine the kind of an adult 
educational program needed to train displaced coal miners. ‘Training 
these individuals who have spent a lifetime in the mines is not easy to 
accomplish. Many of them find it difficult to lend their abilities to 
other vocations. Likewise many of them are extremely reluctant to 
leave their community to find jobs in other areas. 

Undoubtedly this area of expenditure may provide further oppor- 
tunity for the State and Federal Government to cooperate in the al- 
Jeviation of this chronic problem. 

There is nothing more discouraging than to view a community which 
was once a thriving coal camp but now nothing more than a ghost 
town. Much of the coal producing area is situated in extremely 
rough mountainous terrain. 

Transportation, communication, and living conditions are difficult. 
These areas lack the volume of water demanded by modern heavy 
industry. Our industrial and publicity commission believes that the 
best hope of attracting new industries in these areas probably lies in 
the woodworking field, 

West Virginia is the fourth ranked timber-producing State in the 
country. U mnfortunately it does not manufacture wood products in 
any proper proportion to its production of timber. We believe it logi- 
cal, therefore, to use every resource at our command to induce this 
tvpe of industry into our State. 

As our country enters the uncertainties of the missile age, we believe 
West Virginia may have potential for rapid industrial development. 
[ts central mountain area 1s both physically and geographically desir- 
able as a location for underground manufacturing facilities of many 
kinds. 

The area is within 200 miles of Washington and the east coast. 
Over half of the Nation’s population and 60 percent of its effective 
buying income are encompassed in a 500-mile radius of this point. 

While central to the large areas of population this mountain area is 
distant from major industrial t: argets. It is at the same time protected 
by isolation and adequate earth coverage. It is connected by trans- 
portation facilities with all sources of supply and is located in the 
midst of a high quality labor market. 

The limestone strata in these central mountains areas are struc- 
turally sound, lie in a horizontal pattern, and exceed a hundred feet in 
thickness. It would be possible to erect underground facilities with a 
ceiling height of 30 feet and still have protecting strata above, a solid 
floor below, and a mountain overburden of a thousand feet. 
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These limestone areas are the centers of our greatest industrial pro- 
motion at the present time. 

I have been one of those individuals who has advocated a greater 
degree of State and local responsibility in the solution of governmental 
problems and needs. I am convinced this principle is vital to the per- 
peruation of the American Federal system. 

At the same time, I recognize that certain problems quite often re- 
quire joint action on the part of the States and the Federal 
Government. 

When States become involved in problems resulting from such things 
as national economic trends or broad-based technological changes, they 
may find their limited resources or revenue-producing capacity in- 
sufficient to meet these needs. 

I believe the Federal Government could take certain steps to aid 
materially the economic problems of West Virginia. I suggest the 
following: 

1. Dispersal of defense and essential industrial plants to protected 
areas of West Virginia. 

2. Encourage private firms to reopen present idle plants, formerly 
engaged in defense production. 

3. Award substantial volume of military procurement contracts to 
the State for the first time. 

4. Promotion of research to find new uses for coal, as well as prod- 
ucts of glass and pottery industries. 

5. Increase of public works projects. 

As earlier indicated, the central mountain area of West Virginia 
offers ideal locations for protection and dispersal of modern industry. 
Whether on the surface or under the ground, a new industry in our 
mountains will find itself within easy reach of ;opulation, markets, 
and shipping points. At the same time it will not be a daily target 
for possible enemy action. 

Only a few industrial firms in — Virginia enjoved defense pro 
duction contracts during World War IT or the Korean war. Some 
plants were constructed by the Kier al ee then leased to 
private corporations for production. In each instance, these plants 
employed substantial numbers of workers in thelr respective areas. 
When they became idle, the resulting distress in the communities was 
readily recognizable. 

Military procurement contracts awarded to West Virginia indus- 
tries since the beginning of World War IT have been, in my opinion, 
inexcusably low. During the Korean war our State received ap- 
proximately 0.2 percent of the total volume of contracts let during 
that period. Once again, this particular problem calls for ine reased 
cooperation between the State and the Federal Government. But in 
this one area alone lies a great potential of help for us. 

The coal industry spends substantial amounts of money and effort 
in search of new uses and new markets. Likewise the laboratories of 
our colleges and universities seek the same ends. With encourage- 
ment from the Federal Government, these efforts and findings could 
be pooled with national research activities. 

While an improved coal production may not provide greatly in- 
creased numbers of jobs for miners, it is a great pillar of economic 
support for all segments of the State’s business activ ity and therefore 
of major importance. 
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The same need applies to the glass and pottery industries which 
have suffered from foreign competition. While these enterprises are 
confined to smaller areas of the State, they represent important fac- 
tors in their respective communities. 

Perhaps no other Federal-aid program will mean as much to the 
future growth and expansion of West Virginia as the various road 
programs. We look upon roads as our No. 1 need. 

As in defense procurement contracts, we felt sadly neglected when 
the original allocation of the interstate mileage was announced. 
Through the cooperation of many people the State has been blessed 
by a supplement: al allocation announced by the Secretary of Commerce 
last fall. 

As the new interstate program enters the construction stage, it will 
provide a real boost to our economy as well as highways to our future. 

If the Federal Government is to embark on other public works 
projects, and I believe it should, our cities would welcome help for 
the construction of sewage disposal plants, water supply systems, hos- 
pitals, and recreational facilities. The program to build new post 
offices in m: ny cities will also aid our economic need. 

West Virginia’s economy is adversely affected at the present time 
by the ni tional conditions as well as by the chronic nature of some 
of its most severe problems. 

There are areas where the Federal Government can act to improve 
our conditions while the State must command every resource to help 
itself and to cooperate with the national and local governments. 

With no effort or desire to minimize our present problems, I am 
confident West Virginia’s economic future is bright. During recent 
months, several plants have announced expansion plans. 

The Goodyear Tire & Rubber Co. is ready to break ground for a 
new multimillion-dollar plant in the lower Ohio Valley. At the same 
time, savings accounts throughout the State have risen above last 
year and State revenue collections maintain relatively healthy levels. 

Members of the committee, that concludes my statement. I brought 
along a series of charts, which I will be glad to refer to, if they will 
be of any help to the committee in understanding our problem. If 
not, we will not refer to them. 

The Cuamman. Governor, you have made a very able and illumi- 
nating statement. 

I would like to know, percentagewise, what is the unemployment of 
West Virginia? 

Governor Unperwoop. The present unemployment is 12.4 percent 
of our insured labor force. 

The Cuatrman. How high does that percentage rise in the pecu- 
liarly affected areas? Have you any statistics on that? 

Governor Unperwoop. Mr. Chairman, in some of the southern coal 
areas, Beckley and Welsh—TI believe you are familiar with both of 
those areas—I think the unemployment figure runs in excess of 20 
percent. 

The CHatrMan. Have you read the community facilities bill that 
is being considered in this hearing ? 

Governor Unvrrwoop. No, sir; I have not read the present bill. I 
have been briefed on it only slightly. 
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The Cuarrman. Is the indebtedness of communities limited by con- 
stitution in West Virginia ? 

Governor Unprerwoop. No, our municipalities, within certain limits, 
have the power of bonding themselves for community projects and 
there is a great deal of activity in certain sections of the State under- 
way now. 

The Cuarrman. Isn’t there a limit under the constitution as to the 
indebtedness of municipalities / 

Governor Unperwoop. Yes, inasmuch as it limits both the State 
and subdivisions. 

The Cuarrman. As tothe taxes and their indebtedness ¢ 

Governor UNpEeRwoop. Yes. 

The Cuarrman. Well, under this act, if passed, the Government 
will make loans to municipalities for waterworks, sewers, public build- 
ings, almost everything the municipality needs at low rates of interest, 
even though the project is not fin: inced by a direct obligation. Rev- 
enue-producing projects can be financed by revenue bonds which the 
Federal Government will purchase. 

Would you be in favor of that 

Governor Unperwoop. I am not familiar with all the details of the 
bill. I favor the principle involved and I am sure that it will be of 
material help to the cities in our State. A few of them might find that 
they were already too close to fixed limitations to avail themselves of 
its benefits, but 1 am sure it would be a real help. 

The Crarrman. The limitation, of course, would not apply to the 
revenue bonds. 

Governor UnprErRwoop. That is right. 

The CHarrMan. That would not be the indebtedness of the city. It 
would only be up to the city to collect the revenues and in that way 
they would not be limited by the constitutional limit on indebtedness. 

Governor Unperwoop. That is right, sir. That is why I say that I 
am sure it would be of real help to our State. 

The CHAIRMAN. Do you think that the miner is disposed to continue 
tobe a miner? He doesn’t like to leave that occupation ? 

Governor Unperwoop. The sociologists and economists who lave 
studied them all come to that conclusion. Our relief expenditures 
for the past decade would certainly indicate that many of them have 
preferred to stay in the community, though employment oppor- 
tunities were extremely limited and sometimes nonexistent, than to 
move elsewhere. 

Many of this group represent men who are in the later years of 
their life and their age represents a negative factor for obtaining em- 
ployment in other areas. 

That is why we think that the one hope for relief of this area is the 
woodworking industry, because miners could be trained, relatively 
easily, to transfer their abilities and skills to wood manufacturing. 

The Cuarrman. Then you think that the provisions in the rehi ibili- 
tation, area rehabilitation bill, which provides for teaching these men 
other occupations, will work in your State / 

Governor UnpErwoop. I am convinced that it will. It will be neces- 
sary for great care and caution to be exercised, lest we train them for 
trades with restricted opportunities. 

For example, one community in West Virginia has made a con- 
siderable number of requests to our employment security department, 








rs Tr 


p> 


ct 


Le 
y 
a 





l- 
hh 


n- 
it, 


TE 


en 


TE 


CI 
ee 


LEGISLATION TO RELIEVE UNEMPLOYMENT 127 


which Mr. Ash heads, to train welders, plumbers, and the like. Al- 
ready the department has found there is a substantial number of 
plumbers and welders and unemployed in that very area. 

In other words, if we spent State money to train more of them, 
we would be adding to the unemployment problem already existing 
in those skills. 

The Cuarrman. You have been a great lumber-producing State, 
have you not ¢ 

Governor Unprrwoop. Yes, in timber. We have done very little 
by way of producing the manufactured product. 

The Cuamman. Have you made any effort to get manufactured 
wooden products in your State ¢ 

Governor Unprerwoop. Yes. My predecessor and I have lent as 
much vigor as we can to promotional efforts to bring furniture manu- 
facturing and other lumber users to the State. We recognized that as 
being basically our own problem and one that we will have to solve. 

The Cuatrman. What success have you had ¢ 

Governor Unperwoop. Only nominal to this point. 

The Cuatrman. The textile manufacturers moved to the South to 
get close to the supply of basic materials. I would think that that 
same thing would apply to the manufacturers of wooden products. 
There would be much advantage in being close to the supply of timber, 
wouldn’t there ? 

Governor Unprerwoop. I quite agree and that is the basic premise 
on which we are working at the present time. 

Our industrial promotional efforts are limited by the same appro- 
priations that limit all of our other efforts. We spend a total of 
$100,000 a year on all industrial promotion. 

The CuHatrmMan. I am sure that Eastern Kentucky will be looking 
across the Big Sandy with a good deal of interest as to what success 
you have in solving the problem. It is their problem, too. 

Dr. Talle. 

Mr. Tatie. Thank you, Mr. Chairman. 

I congratulate you on your statement, Governor Underwood. 

Governor Unperwoop. Thank you, sir. 

Mr. Tauxe. It is clear, factual even-tempered, well-organized and 
was ably presented. We operate under the 5-minute rule so I will 
hurry on. 

On pages 6, 11, and 12 are statements that I would like to refer to. 
On page 6 you list six categories, showing what your State has 
done to improve the situation. I think there is pretty good hope for 
No. 4, not that there isn’t for 1, 2, and 3, but hasn’t modern education 
shown that the old proverb “You can’t teach an old dog new tricks” is 
wrong ¢ 

Governor UNpErwoop. Having been and educator of sorts, myself, 
I quite agree with that. 

Mr. Tarte. Now No, 5: It seems to me that there is good hope 
there ; as the chairman pointed out, there are, I believe, great possibili- 
ties in that field. May I mention a point that I know about as to 
archery—I don’t know if you are interested in archery in West 
Virginia, but it is a fine form of recreation. No. 6: The question of 
underground industries, will you expand on that, Governor? 

Governor Unperwoop. Yes, I will probably find myself limited in 
my knowledge of geology to go very far into it. In the Appala- 
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chian Mountain area, which extends throughout the eastern and cen- 
tral sections of West Virginia, we have these large areas of limestone 
strata. In many places it crops out alongside the mountain and is 
presently the location of limestone quarries under the earth, used, of 
course, for cement manufacturing and any other process requiring 
limestone. 

For example, there is one of these quarries which is now aban- 
doned—once it is mined out, it is of no value commercially any 
longer—which has 3 million cubic feet of floor space underground. 

One can drive a ban or truck through the abandoned mine for as 
far as 2 miles underground. 

Limestone formations are ver y substantial. There is no problem of 
slate fall as in an abandoned coal mine, no problem of gas formations 
and, therefore, they lend themselves very well to underground devel- 
opment. 

As I pointed out here, the strata in many places is as much as 100 
feet in thickness and covered in many places by a thousand feet of 
earth. 

We think it offers, possibly, the greatest single opportunity for de- 
velopment of protected industrial areas. A week from today we are 
conducting, for a number of people in the Federal Government and 
for departments that might be interested, and for industrialists who 
are interested in this type of thing, a tour of these areas. 

There is a great deal of interest being shown. I think, personally, 
that it offers a very substantial hope for us. 

May I say one other thing in connection with the point that you 
mentioned about retraining of displaced miners? I think that as we 
move more and more into the social problems resulting from the 
technological changes that take place so fast, we are going to 
find this same thing applying to more and more groups of skilled 
workers. As a result of a tec hnological change we may find tempo- 
rarily displaced, even in times of high prosperity, certain groups of 
working people. 

Mr. Tatur. I believe you are on good solid ground in emphasizing 
research. My time is up, Governor. I thank you very much. 

The CuatrMan. Mr. Brown. 

Mr. Brown. Governor, I want to apologize for being detained this 
morning. It is good of you to come here and we are glad to have 
your testimony. 

What is the situation with farmers? 

Governor UNprerwoop. I don’t have any figures to back up a state- 
ment on their economic conditions, but I have done some checking 
since the invitation was issued for me to appear here. 

Generally speaking, they have enjoyed one of their best years in a 
long time. I find that in all of our market centers, livestock sales are 
higher than they have been for some time. 

Mr. Brown. Down in my section of the country we have quite an 
agricultural area. The farmers are not doing so well. They have 
been in a recession for some time. 

The Cuarrman. Mr. Betts. 

Mr. Berrs. I want to compliment you, too, Governor, on your ex- 
cellent statement. I think most of the questions were covered. I 
might inquire, do you have existing facilities to take care of any cle- 
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fense contracts that might be sent to West Virginia, or would it re- 
quire direction to do sot 

Governor UNpERwoop. We have existing facilities to take care of 
contracts, to be of great help to the State, yes. 

Mr. Berts. That is all. 

Mr, Parman. Governor, for many years I have sponsored a resolu- 
tion to select a committee of Congress to determine the advisability 
and feasiblility and desirability of having an alternate capital of the 
United States. I think you have made a perfect case for an alternate 

capital down in West Virginia. I had suggested that we consider the 
general area of Denver, Colo., but the facts that you have presented, 
I think, are overw helming i in your favor. 

Governor UnpErwoop. We welcome you. 

Mr. Parman. I think I will have to change that proposal at least 
to consider West Virginia. 

Do the small-business concerns in your State have any problems 
now, Governor ¢ 

Governor UNperRwoop. I am sure they do. May I say that I appre- 
ciate the correspondence and material that you sent me. I apologize 
for the fact that I have not had time to go into a very thorough study 
of all the information you so generously provided. 

As I pointed out in the statement, coal is the basic economy and 
for so many years the dominating fac tor of West Vir ginia’s economy. 
Of course, when it goes bad, then small business is seriously affected 
throughout the entire State. 

Mr. Parman. You are impressed, I assume, with the proposal to 
establish small-business capital banks ? 

Governor UNDERWoop. Yes. 

Mr. Parman. That is the general idea ? 

Governor UNpERWoop. Yes, sir. 

Mr. Parman. And you think it would be helpful to your economy 
in West Virginia? 

Governor Unprerwoop. I am sure it would. 

Mr. Parman. Naturally I am for any bill that will help the local 
communities provide better facilities, such as water, sewer, and other 
facilities. I think it is one of the best ways that we can fight some 
of our evils, including disease and particularly polio. 

There is one thing about the revenue bonds, however, that troubles 
me and that is to permit the States to violate, in effect, their consti- 
tutions. Although I am supporting those bills, and I am in favor of 
them, there is one question that disturbs me. I can’t reconcile my 
thinking exactly. We have a constitutional law in Texas and you 
have it in West Virginia, to the effect that a political subdivision can- 
not. obligate itself for more than a certain amount. 

Now the Congress comes along and says “That is your constitution, 
but we are going to show how, by subterfuge, to avoid that law, by 
offering revenue bonds.” 

Would you consider that just a little bit on the order of a subter- 
fuge, Governor, or not ? 

Governor Unperwoop. Not being a lawyer, I hesitate to discuss con- 
stitutional technicalities; however, I think you are quite right in that 
assumption. 

Mr. Parman. I am not making a charge against anyone who is 
sponsoring it, because I am one of the sponsors, too, but that question 
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bothers me, particularly in view of the fact that we have ad valorem 
taxes in these local districts. I assume you also have them in West 
Virginia. People owe a lot of money on their property, like their 
homes, that they have bought. Is it not true that many owe more 
than they have paid for ? 

Governor UNpERWoop. In many cases, yes. 

Mr. Parman. And with those ad valorem taxes, more are paying on 
what they owe than what they own. Take the case of veterans; for 
instance, they will buy a home, pay $1,000 on it and have an obligation 
outstanding of $9,000 against a $10,000 home. The 'y pay taxes on it as 
though they own it, when in fact they don’t own it. They owe for it 
and they pay taxes on what they owe rather than what they own. It 
occurs to me that we should give consideration to that law in Congress 
and not be shoving every cost right back to the local districts where 
they already have the most troublesome and burdensome tax on 
earth. 

Don’t you agree that the ad valorem is about the most burdensome 
tax that you can have? 

Governor Unprerwoop. That is perhaps true. However, in our 
State it is the very smallest tax that people pay. 

In connection with escaping the constitutional provisions, it has 
been done in reverse in West Virginia. The constitutional limits were 
fixed by an amendment adopted in 1932, I believe, limiting the rate of 
taxation on property which the counties and municipalities could 
levy. 

That: has been gotten around by ignoring the constitutional require- 
ment that the properties shall be assessed at true and actual value. 

While the rates have been within the limits, the values have been 
so low that it has provided very little income. Under bipartisan 
sponsorship, the last session of the legislature appropriated a sub- 
stantial sum of money, $5 million, to undertake a complete statewide 
equalization and reassessment program. 

Mr. Parman. In consideration, that is fine. From what you say 
about it, I know it will be helpful. I am really disturbed, Governor, 
that we have over $800 billion of outstanding debts in this country, 
and we don’t seem to be able to reduce the debts any. 

Of course, I realize we always have to have debts because our 

capitalistic system is “no debt, no money.” We must have debts in 
oniee to have money. But it occurs to me we certainly should be 
paying off our national debt and that is true as well with respect to 
State debts. We don’t seem to be making any progress toward paying 
off any national or State debts, but we are always going into debt 
more and offering the people more debt paper and more opportunities 
to go into debt. 

Don’t you view that with great concern, Governor ? 

Governor Unperwoop. I do, and I think that is strong evidence to 
point out to legislative bodies, both at the National and State levels, 
to be very careful in examining all programs at this particular time, 
to make sure that we are on solid ground in any new program or ap- 
proach to these problems. 

Mr. Tatxie. Mr. Chairman, may I jus t call the chairman’s attention 
to the fact that another Member of Congress from West Virginia is 
in the room, Mr. Neal over to our left. 

The CHATRMAN. We welcome you, Congressman. 
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Governor Unperwoop. He is my Congressman, Dr. Talle. 

Mr. Tattx. He is a very capable Member of C ongress, I may add. 

Mr. Mumma. Mr. Governor, I am very pleased to see you here this 
morning and to meet you personally. I have had some correspondence 
with you that you took care of in a minute and satisfactory degree. 

Two things in your paper interest me—one is stone and one is paper. 
In Pennsy lvania we have a number of pulp and paper companies with 
the words “West Virginia” as part of the company name. You are 
too far north for papermaking hardwood, are you not ¢ 

Governor Unperwoop. That is r ight. The oak tree is probably our 
greatest one. 

Mr. Mumma. What would you guess would be the average diameter 
of the trees? I know that isa tricky question. It is a sincere one, but 
maybe tricky. 

Governor Unprerwoop. I would hesitate to hazard a guess; my 
knowledge is so skimpy. 

Mr. Mumma. The point is: Your trees, like Pennsylvania, have a 
very limited amount of merchantable sizes. You have to get up in 
diameter. You may get a picture of those big trees out in California, 
which you may think are somewhat too big. The other problem is that 
you have quite a few sand deposits out there by Hancock, Md., or 
Berkeley Springs, W. Va. 

Is that the area that the limestone caves are in ? 

Governor UnpEerwoop. Yes. That is the eastern boundary of the 
limestone area. The limestone deposits in that particular section, 
which we call the eastern panhandle, are not quite as thick as they 
are in the mountain areas. Also, they are found not on a horizontal, 
but on a slanting strata formation and don’t lend themselves as readily 
to working. 

Mr. Mumma. In the limestone areas in Pennsylvania, the ceiling 
was real jagged. They had to put a man up on a crane and after one 
or two were killed, it was abandoned. 

I recall after World War I, you had a tremendous industry down 
there in Nitro, W. Va. They were certainly building down there. 

Governor UnpEerwoop. Nitro is close to Charleston, the capital city. 
They are located in the Kanawha Valley. The Kanawha and Ohio 
Valleys are the centers of the salt-brine deposits which attract chem- 
ical industries. The employment problems in those areas are not 
nearly as serious as in other areas. 

Mr. Mumma. I was going to say—— 

Governor Unperwoop. And the chemical industry employment is 
moving along rapidly. The announcement was made a short time 
ago. 1 pointed to it in my testimony. Goodyear is going to break 
ground within a few days for the construc tion of their new chemical 
center, which is very close to Nitro. 

Mr. Mumma. Do they make any nylon there? 

Governor Unperwoop. Yes. 

Mr. Mumma. I imagine Goodyear figured on making nylon for 
tires. 

Governor Unprrwoop. In that connection, the chemical industry 
accounts for only 2.6 percent of our total volume of unemployment. 

Mr. Mumma. One more question: The coal business has not been so 
bad, has it? I notice there is a lot of your West Virginia coal that 
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comes up through Harrisburg. Nearly every Sunday morning there 
is a big train stretching clear across the river that cannot get into the 
yards. 

Governor Unperwoop. The coal production, as I pointed out in my 
statement, last year was only 10 percent below the peak year of 1948, 
It is the problem of mechanization and automation that creates un- 
employment there. 

Mr. Mumma. The stripping does cut down the number of people 
employed. Isthat still prevalent in West Virginia ? 

Governor UnpEerwoop. Yes, strip mining is ‘still prevalent, although 
not to the degree that it was 10 years ago when the demands were so 
great. It is, I should say, fairly well controlled or the volume of it. is 
controlled by ee 

Mr. Mumma. Well, now, the West Virginia coal that goes to Phila- 
delphi 1 or New Yor kk, i is th: Mt exported £ ? I know the New Jersey Pub- 
lic Service Commission uses a lot of coal. 

Governor UnpERwoop. Well, the export market has been one of the 
great sources of our coal production. Locally I believe we supply 
more coal for utilities in the production of power than any other single 
source. 

That, of course, with the development of the chemical industry in 
that section of the State, is an important factor, helping the coal in- 
dustry. 

Mr. Mumma. Do you have much coking coal in West Virginia? 
That seems to be a scarce item. 

Governor Unperwoop. That is right; it is scarce. 

Mr. Mumma. I have improved my knowledge of West Virginia. 
[ am sorry my time has expired. 

The CuatrMan. Mr. Multer. 

Mr. Mutrer. Thank you, Mr. Chairman. 

Governor, I am very much interested in your being here and your 
suggestions and recommendations. You were invited to attend, 
witness, by the chairman, were you not? 

Governor UnpERWoop. Yes, sir. 

Mr. Murer. You have no difficulty in arranging the time of your 
appearance ? 

Governor Unperwoop. No, sir. He suggested a time which I found 
to be convenient, and I am here. 

Mr. Murer. The only reason I commented on that, Governor, was 
that I knew that you and all Republican governors were invited here 
at the same time and in the same manner as governors who happened 
to be Democrats. 

We who are Democrats on this committee were very much sur- 
prised that before these hearings got underway the ranking minority 
member of this committee joined with the national chairman of the 
Republican Party in charging that the Democrats had set up these 
hearings for political purposes and that this was to be a holiday 
jaunt for the Democrats. I am sure you are here to bring us the 
benefit of your knowledge for the good of your State and all other 
States. 

Governor Unperwoop. You have been very kind to me. 

Mr. Muurer. I am sure we will continue to do that with every 
witness, no matter what his political affiliation. 
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On the first day of the session on Monday, when we first got under- 
way, Mr. Coad, a member of this committee, made comment on the 
fact that he had not been able to get in to see the President on con- 
gressional problems. His exper ience is the same experience of other 
Members of both parties of Congress, unless they happen to be in- 
vited there by the President. 

I would suggest that maybe the governors would have a little more 
success in seeing the President. You suggest, among other things, an 
increase in public-works projects. I think every witness who comes 
before this committee is going to do the same thing. Most of the 
bills that we have before us call for increased public-works projects. 
Maybe you and some of the other governors can call on the President 
and get him to change his mind on matters such as his veto of the 
public-works bill the Congress sent him before the Easter recess. 

Maybe you can get in to see him. I think it is worth trying. If 
you don’t get him to change his mind, we are not going to have much 
success In giving you and the other States the legislation that you 
need to increase public- works projects. 

I notice, among other things, you refer to the highway-construction 
program and that gives me a little pause with reference to West 
Virginia. There is “not any doubt that you need highways. I have 
been through your beautiful State. You are doing a good job in 
building more highw: ays. 

What gives me pause with reference to the highway program in 
your State is that toll-road bonds throughout the country h: ave been 
selling at 98, 99, 100, and some are over 100. For the last 3 years, 
at any rate, West Virginia Turnpike bonds have been selling, both 
issues, around 65, and last week they were down around 50. 

I think last month some financial writers indicated you might 
have to skip the next interest payment on one of the issues of your 
toll-road bonds. With that situation, what is going to happen?’ In- 

vestors will not put more money into West Vi irginia for roads. Cer- 
tainly that is one of the reasons you can’t get any money privately, 
because of that situation. Am I not right ? 

Governor UnpEerwoop. You have touched on a very serious prob- 
lem, one that existed before I became Governor, but one that, none- 
theless, is a matter of concern to all of us. 

Mr. Murer. I concede you inherited the problem. 

Governor Unpverwoop. The West Virginia Turnpike is only 88 
miles long and it was in the initial stage of a plan, projecting it from 
one part of the State, all the way through, bisecting the State, to 
the northern panhandle. 

Unfortunately, the engineering estimates, both as to the cost of 
construction and as to anticipated traffic revenue, were very, very 
sadly offbase. It cost almost twice as much to construct the 88 miles 
as the original estimates indicated. 

Therefore, the turnpike authority was not able to extend the road 
and connect it with any flow of traffic. There isn’t any doubt in our 
minds that it probably would have paid its way if we had been able 
to build more mileage. 

Fortunately, it will connect with north-south mileage on the new 
interstate program and we think that that, in itself, will, over the 
long pull, bring us out of that problem. Temporarily, there isn’t 
anything we can do about it, except be embarrassed and regret it. 
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Mr. Mouurer. Then the highway program, that you are carrying on 
and which you now advocate will not be a toll-road program? 

Governor Unperwoop. That is right. We anticipate the construc- 
tion of no more toll roads at this time. There has been very much 
concern. I am bombarded by mail particularly from bondholders. 
There is much concern about what effect this will have on West Vir- 
ginia’s credit rating. We were quite pleased within the last 2 wee _ 
to receive a very favorable rating on our Korean bonus bond, 
apparently it has not affected us too ser iously. 

Mr. McVey. I want to commend you on your very fine statement 
to this committee. You do have a very great many problems in West 
Virginia, more than I anticipated before coming here this morning. 
WwW hat you stated was in a very constructive fashion. 

On page 4 of your report, you mentioned the reasons for the decline 
in coke production. You mentioned the substitution of other fuels 
and technological progress. 

There is one thing which, over the long term, may appear in con- 
nection with the production of coal, and that is the development of 
atomic energy, and you have not mentioned that. If they are able 
to produce heat and light with atomic energy beneath the fuel costs 
of today—have you looked into that problem at all? 

Governor Unprrwoop. I have no facts that I could use as a basis 
for comment. I know there is a considerable amount of research 
being done. In that connection, the Southern Regional Education 
Board has underway this nuclear and energy study. 

The president of our State University has represented our State 
on that board for some time. Recently he resigned and I have asked 
a former Governor, a Democrat, by the way, to represent our State 
on this Nuclear Study Committee. 

Their reports have not been issued as yet and I, of course, don’t 
know what their findings will be. U ndoubtedly that presents an- 
other one of these problems that we are going to be faced with in the 
future. 

Mr. McVey. I am going to ask you now in connection with our 
problems in connection with the Federal Government, about which 
you may not wish to comment. We respect your opinion very highly. 
If you ‘wish to do so, we will be glad to hear your reaction to this 
question. 

We have before us today in Congress a great many bills providing 
for additional expenditures of money. ‘The total of these bills reaches 
into many billions of dollars, as high as $15 billion or $20 billion. 
Other bills which we expect to have ‘before the C ongress provide for 
reduction in taxation, up to $5 billion. 

Is it possible for the Federal Government to enter into a huge spend- 
ing program of $15 billion or $20 billion and at the same time reduce 
taxes $5 billion and expect to keep up the purchasing power of our 
dollar ? 

Governor Unperwoop. I am a country boy and that kind of eco- 
nomics gets way beyond my power to comprehend. There is no 
questioning the fact that a tax cut would provide relief to many 
people and in that respect would be very desirable. 

I have advocated very strongly in State government, in highway 
improvements and other things, a pay-as-you-go plan, feeling that. it 
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offers more hope for the future than to burden the future with a great 
volume of debt. 

Our highway resources, for example, would not be so nearly limited 
now, as they are, if it were not for the fact that we are paying almost 
a fourth of our revenue in debt service for expenditures made in the 
past. Therefore, I think that these problems call for serious study 
and reflection to keep a proper balance in our Nation’s economy. 
Certainly, 1 would hesitate to express any lengthy opinion on these 
things. I think that you are right, we have to consider what might 
happen, what problems we might create by the things we do now. 

Another round of spiraling inflation within the next few months 
might do as much damage to our future as the problems we are facing 
now. 

Mr. McVey. Thank you, Governor. 

That is all, Mr. Chairman. 

The Cuarrman. Mrs. Griffiths. 

Mrs. Grirrirus. I want to say that I think you are Governor of one 
of the most beautiful States in the Union. 

Governor Unperwoop. Thank you. 

Mrs. Grirrirus. I think you have already told the chairman that 
part of your unemployment came from automation. 

Governor Unprrwoop. Yes, that is one of our biggest problems. 

Mrs. GrirrirH:. Does private industry in your State have any 
retraining ? 

Govenor Unperwoop. To a very limited degree. Private industry 
has done some. We are in the midst of plans now, as I pointed out 
earlier, to try to survey the field and see what possibilities there 
might be. 

Again, we are working under the handicap of financial limitations 
on our ability to do this kind of survey. 

Mrs. Grirrirus. Thank you. Realizing that you can’t do anything 
about it in your position, still I would like to ask you: In this morn- 
ing’s Wall Street Journal, Mr. H. E. Humphries, Jr., chairman of the 
annual meeting of United States Rubber : maleaed decreasing 
profits and pointed out : 

I want to make it clear that your management is not standing idly by waiting 
for business conditions to improve, but has taken a number of positive steps to 
reduce costs and expenses and improve the efficiency of our operations. 

These improvements will put us in a good position to operate at higher profit 
levels when the general business picture improves. 

I presume that Mr. Humphries is talking about further automation, 
among other things. 

I would like to ask you, do you feel that increased automation, 
translated into increased profits, ym increase employment in this 
country or decrease it? I realize, Governor, you couldn’t really do 
anything about it. I would just like to have your opinion. 

Governor UnpErwoop. I am tempted to ask my college dean, who 
is now my employment security director, to comment on . that. 

Mrs. Grirrirus. It would be perfectly all right with me. 

Mr. Asn. To answer that question, with qu: ification, if those in- 
creased profits are to accrue only to the people who own the industries 
and are to be the result of mechanization and automation, I am at a 
loss to understand how that would increase the number of jobs, the 
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thing that West Virginia needs most in this hour when we have 50,100 
people unemployed. I am not in an understanding position to accept 
the thought that that would aid our unemployment situation. 

Mrs. Grirrirus. Thank you. Even if it did at some time in the 
future aid employment, it would not now, would you say? 

Mr. Asu. If those increased profits would increase the expansion 
of the rubber industry and, as the Governor has stated, a new plant 
is now in the process of being established in the lower Ohio Valley, 
it could very well be that those profits could be turned into expansion 
of the industry, providing that the consumption of the product—that 
there would be consumption of increased production. 

Mrs. Grirrirus. But under today’s circumstances, when there is 
not nearly sufficient demand for all the productive capacity that we 
have, very few managements would consider expanding their facility, 
wouldn’t you assume / 

Mr. Asu. I shouldn’t think that wise management would. 

Mrs. Grirrirus. Thank you. Now, I would like to ask you, Gover- 
nor, on page 12 of your testimony you have pointed out, as the third 
suggestion : 

Award of a substantial volume of military procurement contracts to the State 
for the first time. 

Are you not now engaged in any defense production ? 

Governor Unprrwoop. Very limited. On the following page, I 
believe, I pointed out that during the Korean war, for example, the 
total contracts received by industries in West Virginia amounted to 
something like two-tenths of 1 percent of the total volume. 

I am told, in disc ussing this matter with Members of Congress, that 
that results probably from the fact that we have not had anybody 
on the Armed Forces Committee from our State. I pass that on as a 
comment without knowing whether it is true. Whatever the reason, 
I think we could use more of this business. 

Mrs. Grirrirns. Let me say that a Detroit news man made a survey 
of the billions of dollars worth of contracts that have been awarded in 
the last 6 months and it was something less than $10 million worth that 
went to distressed areas. That included, I believe, Detroit. They were 
not given distressed area contracts, although we really have tremen- 
dous unemployment. 

Governor Unperwoop. If I may say so, I think that is a considera- 
tion that should be used as a yardstick, to determine the awarding of 
these contracts, of course, within the limitations of the capabilities of 
the area to produce. 

Mrs. Grirrirus. I agree with you perfectly. On page 12, No. 2, 
you also suggest that you should encourage present firms to reopen 
presently idle plants, formerly engaged in defense production. 

Can you suggest how we could do that? 

Governor Unprerwoop. Well, it follows along the same lines. 
We have had not a large number of these plants, but they 
have employed substantial numbers of people. There was one op- 
erated by Sylvania Electric Co. in Huntington. Olin Mathieson in 
Morgantown i is another, which is just now coming to the point where 
they are going to terminate their lease which employs about 1,000 


people. 
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Certainly in the needs of our country at this time we think that those 
plants could serve a useful purpose, rather than to remain idle. 

Mrs. Grirrirus. Thank you. 

The Cuairman. Mr. Hiestand. 

Mr. Hiestanp. I am very much impressed with your statement, 
Governor. Iam impressed with some parts of it, especially the State’s 
effort to grapple with its own problems, by way of vocational educa- 
tion and other things. I commend you very much on the grasp of 
the various parts of the problems that you face, because some of them, 
quite obviously, are inherited trends. I have in mind the unemploy- 
ment situation, due to changes of fuel and due, also, to foreign compe- 
tition in both glass, pottery, textile, chemicals, and oil. 

I would like to ask you if you could give me a generalization of your 
presently unemployed. How many, about what proportion, would you 
say, would you regard as chronically unemployed, that is prior to the 
present recession, just roughly ? 

Governor Unprrwoop. I think I can give you these figures here. 
The mining industry represents about a third, 28.2 percent. That has 
been increased somewhat as a result of the present conditions, but it 
was there as a chronic problem before this occurred. 

The stone, clay and glass represent about 7.8 percent of our present 
volume of unemployment. As I suggested in the statement, those 
industries are limited somewhat more, considerably more than coal, 
but they are very important in the areas where they serve. In many 
cases, they are almost the sole—— 

Mr. Hirsranp. That percentage would be of the unemployed ? 

Governor Unprerwoop. That is the percentage of the total State 
volume. 

Mr. Hresranp. I don’t care in detail ; just in general. 

Governor Unperwoop. May I go back to the coal figures? I think 
I can give you a comparison here that is very meaningful. 

The first quarter of 1958, coal unemployment represents 32.8 per 
cent of our total. In 1956, regarded as one of our best years, it 
represented 29.1 percent of the volume. That points, I think, to the 
chronic nature of the problem. 

Mr. Hiesranp. Have you any statement to make about this tariff 
situation? That is = the purview of this committee, but this em 
ployment situation is being considered by the committee and we 
would like to do “a we can to be helpful. 

Governer Unprrwoop. I recognize that the problem of a proper 
tariff policy is a very difficult one to solve and it is a controversial 
one, if I interpret correctly what I read in the Congressional Record 
and other places. 

The glass and pottery people have suffered from foreign competi- 
tion for a long time. They, likewise, have suffered from technologi- 
cal change. Plastics have replac ed in common usage in the homes 
the products of these industries. 

I would hesitate to make any extensive comment on that at this 
time. 

Mr. Hiesranp. I realize you can’t in a few minutes. There is 
this angle of it, however, I think, upon which you might like to ex- 
press yourself, namely, that very large Federal spending, of course, 
increases that amount of money in circulation and is inflationary 
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in that the product is not turned back into markets. You realize 
the danger, 1 suppose, of this terrific spending program on the value 
of the dollar in West Vi irginia. Does it concern you considerably ? 

Governor Unperwoop. Yes. As I pointed out before, I think that, 
as has been mentioned by several members of the committee this 
morning, this is one of our great problems, to maintain and keep a 
proper balance and exercise care that we don’t go overboard and 
create greater problems than we now have. 

Mr. Hiesranv. You don’t advocate spending rag money, so-called, 
to take us out of an alleged recession / 

Governer Unprerwoop. I think that certainly we must exercise 
extreme care and caution. 

Mr. Hiestanp. Like the printing of more rag money ? 

Governor Unperwoop. I agree. 

Mr. Hiestanp. I felt that that would be your determination. 
How about the principle of taxation? Again, that is not in our com- 
mittee, but I would like an expression from you. 

The present penalty taxes, the present punitive taxes have had a 
part in stifling West Virginia’s industry, penalizing by high corp- 
orate income taxes, excise taxes, and so forth. Has that been detri- 
mental to prosperity ? 

Governor Unprrwoop. I suppose so in a number of instances, but 
we do not recognize it as one of our great problems. 

Mr. Hiestanp. Would you favor changing the principle from puni- 
tive to, say, incentive, to create more jobs ¢ 

Governor Unperwoop. I think whos rever possible that is advisable, 
whether at the State level or lower. 

Mr. Hiestanp. Of course, we must realize that the State Govern- 
ment spends in excess of 70 million, whereas with private industry 
the purchasing power is $3,400 million so if we can create private 
industry jobs we can go further and faster and more immediately, if 
we can create the atmosphere. 

I respect your statement for your help to private industry. I 
wonder if you would like to amplify that for another minute or two, 
the creation of a climate for expanded industry. 

Governor Unperwoop. We have a feeling and we operate on the 
theory in my administration that if we can provide the kind of gov- 
ernment which will offer stability and protection to industry’s in- 
vestment in our State and to offer the kind of government which the 
workingman recognizes will protect his rights, that we can do more 
through those means to attract industry than any other single thing. 

We feel that meeting some of our basic needs, such as the construc- 
tion of roads, and providing more facilities for industry will do 
much to attract them to our State. 

Mr. Hiesranp. Thank you. 

The Cuarrman. Mr. Vanik. 

Mr. Vantk. I would like to ask the governor just a few questions. 

I am one of those who supported the extension of grog? 21 hen 
West Virginia. I suffered some criticism at home for it. I did it 
solely because I thought it might help the State of West Virginia 
in its economy at a time when I knew its distressed area problems 
were quite serious. I didn’t know we were inadvertently helping 
some bondholders who made a fabulous profit. 
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I would like to ask you these questions. With respect to the 
public works program, how do you feel about the President’s veto 
of the rivers and harbors bill? Were there any West Virginia 
projec ts in that bill? 

Governor Unprerwoop. I am not familiar with the details of that 
bill, that is to say, I have not studied it. If I remember correctly, 
there was one project for West Virginia, so, based on the total need 

of our State, we probably have not been hurt too much. 

Mr. VantK. Practically every section of the Union has something 
in the bill. Without going into all the merits of the bill, it was a 
broad public works program. While there were some items that were 
criticized, undoubtedly the administration had it within its authority 
to proceed with those that were approved and delay on those that 
were not approved. But in your area in West Virginia, you were 
not hurt very much ? 

Governor Unperwoop. No. I respect the President’s judgment on 
those parts of the program which he regards as detrimental. I recall 
in the recent session of our own State legislature, they got into the 
business of cutting up what they hoped to be a surplus’ pie at the end 
of the fiscal year. They included a great many projects which were 
not a part or which had not been planned or studied in our conser- 
vation and recreational program. I had no power or opportunity to 

take any action on that. It was included in the budget, though. 

Mr. Vanrx. Our position was that we had to do something to re- 
store confidence in the economy and get it rolling. A great many of 
these public works projects were developed and were ready for final 
action. 

Now my next question: How much of your coal finds its way into 
foreign export? Have you any idea about the percentage of it? 

Governor Unperwoop. I am at a loss to answer at the present 
moment, although I should be very familiar with it. 

Mr. Vanik. Has it been considerable ? 

Governor UnpEerwoop. Yes, it has been a very substantial part. 

Mr. Vanrx. I note in your statement you complain about foreign 
competition affecting certain specified industries. I think ceramics 
and some others are affected in West Virginia, such as the glass in- 
dustry. 

Your State has constantly, through its representatives, opposed 
reciprocal trade. What would be your reaction on this subject, aside 
from the discussion at hand? It is very vital, because we are going 
to be considering this issue, probably next week. 

In view of your export of coal, would you feel that we ought to 
extend the law, as it stands, or should we restrict it ? 

Governor Unperwoop. Well, again, I am not sure what I would do if 
I were a Member of Congress and called upon to vote. Again, I am 
not familiar with the details of all of those measures. 

Looking at it from the problem of West Virginia, we have to ap- 
proach reciprocal trade and that sort of thing in terms of the total 
economy. 

Mr. Yantx. What is the total picture? You have glass and pottery 
industries. Are they overbalanced by coal export or ‘do you fall short 
on the aggregate picture ? 

Governor Unprrwoop. The coal industry, as you have pointed out 
here, is much more important in volume to our State. 
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Mr. Vanix. If by this law we provide for the export of coal, would 
that compensate for what you lose in glass and pottery ? 

Governor Unperwoop. If you can “do it that w ay, it might do so. 

Mr. Vanik. I have one other question with respect to the problem 
that you have with respect to the unemployed and the relief. 

Do you feel that as a practical matter, you can handle the care of 
the relief down there adequately at the State and local level? 

Governor Unverwoop. Well, the bulk of our public-assistance pro- 
gram is supported by Federal grants-in-aid administered at the State 
level. 

Mr. Vanix. And you feel that that is proper and satisfactory ? 

Governor Unprerwoop. I think that is the proper way to handle it. 
There are other areas of need, which probably should be covered. 

Mr. VanrK. Are you able to adequately handle your cases, under the 
present working arrangements ? 

Governor Unperwoop. This sounds strange right now, but our big- 
gest difficulty in handling our assistance program has been our lack 
of ability to attract qualified workers to manage the program. 

Mr. Vantg. Social workers, that you need to staff there. 

My next question is in connec tion with the proposal for extending 
unemployment compensation benefits. I may have missed your ear lier 
statement. What was your recommendation as to the proposal in 
Congress to extend those benefits for 30 or 40 weeks ? 

Governor Unperwoop. That question has not yet been raised and 
I understand that there are quite a number of different proposals 
before the Congress. 

Mr. Vanrk. The administration proposed a loan of funds. Some 
congressional leaders have proposed direct Federal contribtuion. 
Which of these two proposals would more easily fit into the West 
Virginia picture ? 

Governor Unverwoop. I think that any extension of unemployment 
benefits should be channeled through the existing 

Mr. Vanix. State officials ? 

Governor Unperwoop. Yes. Otherwise it would be necessary to 
create another department. 

Mr. Vani. That would happen under either of these proposals, 
I gather ? 

Governor Unperwoop. And I feel that the program offered by the 
administration has some very attractive features for our State. Again, 
I am not familiar with all of the details of the other program. 

There is some question in our mind about whether we could, con- 
stitutionally, involve the State in the creation of some future debt. 
That is a matter that would have to be determined. 

Mr. Vantx. Do I gather that you would prefer the loan program 
‘ather than the direct Government contribution ? 

Governor Unperwoop. I feel so, if we can get over that technical 
point. 

The Cuatrman. Mr. Bass. 

Mr. Bass. In New England, where I come from, we have no public 
power to speak of anywhere. There have been proposals from time 
to time to set up a TVA-like operation somewhere in New England 
and one of the arguments used is that it would be an aid to industry. 

I know that your State of West Virginia is not within the confines 
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of the TVA operation, but on the other hand, it is not very far away 
from it. 

Has this operation, to your knowledge, had any effect, harmful or 
beneficial, to your industries in West Virginia? 

Governor Unperwoop. Do you mean, has TV A affected it ? 

Mr. Bass. Yes. 

Governor UnpEerwoop. To my knowledge, there has been no time 
or point where that has become a factor, either influencing positively 
or negatively industrial development. I would like to say that the 
greatest industrial promoters that we have in the State are our power 
companies in attracting new industry and assembling the data and 
promotion of contacts with new industry. 

Obviously they are doing it for a selfish purpose as well as helping 
the State, but it has been one of the areas in which we have been able 
to cooperate to our mutual benefit. It has been a very satisfactory 
operation. 

Mr. Bass. To your knowledge then, has any industry left West 
Virginia to go down into the Tennessee Valley to take advantage of 
lower power ‘rates there! 

Governor Unperwoop. I know of none. 

Mr. Bass. Thank you. 

The Cuarrman. Mr. Rutherford. 

Mr. Rurnerrorp. Thank you, Mr. Chairman. 

Governor, I appreciate you taking our time to come before us here 
today and earnestly and sincerely trying to solve some of the problems 
of your State. 

I am going to ask a question, and I don’t mean to imply that I am 
advocating or prompting you to take any actions on it or directing 
your State, but I am interested in your tax base in your State, as to 
your desire and ability to help your State in prosperity, as well as 
adversities. 

I notice here that you have a State income tax. 

Governor UNpERwoop. No, we do not have. 

Mr. Rurnerrorp. You do not? 

(governor UnpERwoop. Not a State income tax, no. 

Mr. Ruruerrorp. I see, your State income is based on a gross sales 
tax on business ? 

Governor Unperwoop. That is right. 

Mr. Ruruerrorp. Which, of course, is naturally passed on to the 
consumer as practically all taxes are. You have a consumer sales tax 
and a gasoline consumer sales tax. 

Governor Unpverwoop. Yes, I mentioned those as our three major tax 
contributors. 

Mr. Ruruerrorp. Now, then, do you have your tax upon the indus- 
trial productivity of your State? I refer directly to your natural 
resources, coal, limestone, and your other industries. 

Governor Unperwoop. Only as it appears through the so-called 
gross sales, properly called business and occupation tax. That affects 
all business operations and on a varied scale, depending on the industry 
itself. 

Mr. Ruruerrorp. In other words, you have a gross tax, but you do 
not have a per-ton or a unit tax upon coal, itself, lime, itself, or the 
primary metals or any other of the natural resources of your State? 
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Governor UnpErwoop. I presume you are referring to what is com- 
monly called a depletion or severance tax. It is all confined within 
the boundaries of the gross sales. 

Mr. RutTHerrorp. o other words, your tax is primarily upon the 
ability of the consumers of your State and the employees of your State? 

Governor Unperwoop. That is right. Our whole tax structure, 
statewise, rests on consumption. 

Mr. Ruruerrorp. We have, in the sovereign State of Texas, one of 
your competitive fuels, oil and gas. Our State levies a tax. I might 
say inconsistent with some propaganda, 67 percent of the tax structure 
of our State is upon the natural resources. The person who gains, the 
person who depletes the natural resources and makes the profits out of 
our State, also pays. 

In a local community they practically pay 90 per cent of some of the 
school construction. 

I live in the far western part of Texas. We have some very fine 
systems out there. When the oil depletion runs out, the consumers are 
still relieved from a great burden of those taxes. 

I see here where your depletion of the resources, also, is a depletion 
of your taxability, based upon your employees. 

Governor Unperwoop. I might point out that the rate of tax on 
these natural resources is, in many cases, far greater than the deple- 
tion rate in other States. 

Mr. Rurnerrorp. It is not depletion. Depletion, of course, is de- 
signed on the Federal system. Our State system is quite a bit different. 
It has no relation a tion, whatsoever. 

In other words, Governor, my point is this: I am wondering if you 
have a broadly based and a fair tax structure to all the people in West 
Virginia in prosper ity and adversity ¢ 

Governor Unprrwoop. I suppose, like any other State, our tax 
structure has grown in something like patchwork fashion. We ap- 
ply new taxes when the emergency is sufficient to cause the legis- 
lative body to act, and then it is applied where it hurts the least. 
I would be first the first to admit that our tax structure probably 
needs overhauling, and that there are inequities existing. 

Mr. Ruruerrorp. Here is another thing that I had when I worked 
on the State-government level. I concurred with your limitation 
on no deficit financing. The sovereign State of Texas has the same 
provision. We also have some, but very broad, limitations on our 
local communities, upon their bonded indebtedness. We who believe 
in States rights sometimes are rather restrictive to your junior po- 
litical subdivisions. We do not pass on the local rights and the local 
sovereignty that we scream so much about on the podium. 

Do you feel that the bonded indebtedness, limited to your local 
communities, is a fair and constructive one, with their ability and 
desire to take care of their own projects? 

Governor Unperwoop. I mentioned the fact that the chemical in- 
dustry is located in two river-valley areas. We find there, in many of 
the local areas of gov ernment, that both the city and county would 
like to do more if they could, and would do more at the local level if 
the limitations were taken from them. 

Mr. Rutruerrorp. Has there been anything constructive, as the chief 
executive of the State recommending to the legislature elbowroom 
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for these local communities, under certain protective guidelines, that 
they might help themselves? 

Governor Unperwoop. Yes. During the 1957 session of the legis- 
lature, a joint program was worked out between the legislative lead- 
ership of an opposite political faith than mine. We worked together 
in a local, incentive, permissive tax program. 

The Cuamman. Mr. Seely-Brown. 

Mr. Srery-Brown. Governor, I join with the rest of my col- 
leagues in welcoming you here to the committee. I have several 
questions that I would like to ask. Do you have a bank commis- 
sioner, or one who would serve in a similar capacity in your State 
government é 

Governor Unperwoop. Yes; we have a State banking commis- 
sioner. 

Mr. Srety-Brown. I mention that because of the fact that we have 
presently before the committee for consideration at this time three 
bills, H. R. 10345, H. R. 10980, and H. R. 11576. All of those bills 
are bills which would provide for equity capital for small business. 
One of the bills was introduced by Mr. Patman, one by Mr. Multer, 
and one by Dr. Talle, of the committee. 

I am wondering if it would be possible for you to have those 
three bills analyzed, possibly by your banking commissioner. Then 
you could advise the committee as to which one of those bills, in 
your opinion, would be most effective in meeting the equity capital 

needs of the small-business community. 

Governor Unperwoop. I certainly would be very happy and would 
welcome the opportunity to do that. 

(The following letter and analysis were submitted to the committee 
in answer to the above query by Mr. Seely-Brown:) 

State or WEST VIRGINIA, 
EXECUTIVE DEPARTMENT, 
Charleston, May 1, 1958. 
Hon. BRENT SPENCE, 
Chairman, Banking and Currency Committee, 


United States House of Representatives, 
Washington, D. C. 

DEAR CONGRESSMAN SPENCE: During my appearance before the members of 
your committee on April 16, I was requested to have our State banking com- 
missioner analyze the three bills pending in your committee to provide financial 
assistance for small business. The Honorable Donald L. Taylor, commissioner 
of the deparement of banking, has made a eareful study of the three bills and 
I am pleased to submit herewith his comments. 

I should like to add that I endorse the conclusions reached by Commissioner 
Taylor. 

Very sincerely, 
Crecr, H. UNDERWOOD, 
Governor. 


STATE OF WEST VIRGINIA, 
DEPARTMENT OF BANKING, 
Charleston, April 28, 1958. 
Re proposed legislation for financial assistance to small business. 
Hon. Ceci, H. UNDERWOOD, 
Governor of West Virginia, 
Charleston, W. Va. 

Dear GOVERNOR: In accordance with the request contained in your memoran- 
dum of April 24, I have made a study of certain legislation introduced in the 
House of Representatives of the United States, and referred to the Committee 








144 LEGISLATION TO RELIEVE UNEMPLOYMENT 


on Banking and Currency. The bills reviewed were H. R. 10435, introduced by 
Mr. Patman; H. R. 10453, by Mr. Multer; and H. R. 11576, by Mr. Talle. The 
Patman and Multer bills were found to be identical in content and, therefore, 
were considered as one. 

The general purpose of these bills is very similar and provides the small- 
business concerns of the United States with an additional source of equity and/or 
long-term capital where such capital is not available on reasonable terms from 
existing private sources. 

PATMAN AND MULTER BILLS 


These bills provide for the establishment of a Small Business Capital Bank 
Board consisting of 13 members, 1 from each of the Federal Reserve districts 
and one at large. This Board would establish a small-business capital bank 
in each of the 12 Federal Reserve districts. Each of these banks would establish 
such branches within their district as deemed necessary. 

APRIL 28, 1958. 

The Capital Bank Board would also be empowered to authorize the in- 
corporation of small-business investment associations, invest in sto¢k of and 
lend funds to such associations. Each association would provide counsel and 
equity capital to small business concerns within its trading area. 

The banks would be able to advance funds to State and local development 
corporations in their districts, with these funds being used to supply equity 
capital to small-business concerns. These banks would also have the anthority 
to make loans direct to small-business concerns within their districts. 


TALLE BILL 


This bill proposes to amend the Small Business Act and thereby enlarge the 
scope of the Small Business Administration. The Administration would be 
empowered to make loans to development credit corporations. The Administra- 
tion would also have the authority to charter small-business investment asso- 
ciations and make loans to such associations as well as to State-chartered asso- 
ciations. These associations would then make loans to small-business con- 
cerns secured by convertible debentures of such concerns. 


CONCLUSIONS 


These are very general interpretations of bills which contain many require- 
ments and restrictions. Generally the principal difference appears to be in ad- 
ministering the program of proposed aid to small-business concerns. 

The Patman and Multer bills provide for an elaborate system of district 
banks through the creation of a new Federal agency in the form of the Small 
Business Capital Bank Board while the Talle bill would expand and utilize 
the presently existing Small Business Administration. The Patman and Multer 
bills further provide for the granting of loans by capital banks direct to small 
businesses as well as through investment associations, while the Talle bill pro- 
vides that these loans be made only by development associations. 

It is my opinion that a program is needed to provide long-term finaneing for 
small-business concerns in order to foster their development. However, such 
a program is apparently needed now and the creation of an additional’ Federal! 
agency would cause unnecessary expense and delay in effecting the purposes of 
the proposed legislation. 

I also believe the actual lending of money to individual small-business con- 
cerns can be handled more effectively by development credit corporations within 
their trading areas rather than by Federal agency capital banks. 

In other words, I feel that legislation for this purpose should encourage the 
expansion of credit development corporations with the least possible amount 
of Federal intervention and the greatest possible use of local private funds. 
For these reasons I prefer the Talle bill over the Patman and Multer bills. 


Respectfully yours, 
D. L. Taytor, Commissioner of Banking. 


Mr. Serty-Brown. Thank you. I have one other question, and 
that is: Does your State have a credit development corporation or 
similar organization ¢ 

Governor Unperwoop. For industrial development ? 
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Mr. Seety-Brown. Yes. 

Governor Unprerwoop. No; we do not have, not as a part of the 
State government. 

Mr. Srety-Brown. Is it impossible for you to create one because 
of, either, your State constitution, or have you considered the feasi- 
bility of setting up such a program ? 

Governor Unperwoop. That approach was considered in the 1957 
session of the legislature. I believe there were three different ap- 
proaches advocated during that session. There was a constitutional 
question raised, and considerable study was given to it. For some 
reason that I am not able to tell you now, ths at feature was taken out 
of the bill. We have not been able to get any further study on the 
problem. 

Mr. Seety-Brown. I am wondering, sir, if the committee, in its 
wisdom, adopts the various proposals which have been introduced 
by our chairman, and these governmental aids are made available 
to the several States, if your State has the State machinery avail- 
able to utilize these programs to the maximum ability without hav- 
ing to make it necessary for some Government agency to come down 
and set up shop, so to speak, in the State of West Virginia to do 
the same job? 

Governor Unprerwoop. Well, there, again, without knowledge of 
the details involved, I couldn’t make a specific comment. We have 
been able, through our State planning commission, to accept Federal 
~~ in several instances for community development and _ there, 

igain, you get in the area of narrow, legal technicalities which might 
might not affect our industrial and publicity commission, which 
is set up-to promote the State, both industrially and touristwise. 
It is also given the right, under the law, to do certain things in in- 
dustrial development. It does not have the power to lend money, 
or even receive money from the Federal Government. 

Mr. Seevy-Brown. That is what is my concern. As these pro- 
grams are created on a basis of sharing or matching or partici- 
pating programs on a Federal and State and local level, whether or 
not the constitutional problem which you have discussed during your 
testimony today, may it not, in fact, make it impossible for you 
to benefit to the full degree from some of these very programs? 

Governor Unperwoop. There might be some instances where that 
would be true. Of course, any measure that required additional 
State matching money, that is additional beyond an existing pro- 
gram, would mean that we would have to call the legislature into 
session. I have at my command no resources that I can apply to an 
accelerated program. The governor’s contingency fund ies been 
restricted to $100,000, and that does not go very “far in emergencies. 

The Cuarrman. Mr. Anderson. 

Mr. Anperson. I have enjoyed your presentation very much, and 
I assure you that I view it with considerable symp: ithy, because the 
coal-mining areas of my own district are, perhaps, in a more diffi- 
cult situation, even, than are yours. 

I agree with your suggestion that we should try to find permanent 
solutions to the problems, as far as we can. Particularly, I appre- 
ciated your point 4 suggestion that we do more to promote additional 
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research, finding new uses for coal, because it seems to me that there 
we have a very “real possibility of helping our industry. 

You do refer to a public-works program in rather mild terms. You 
say, in effect, “If the Federal Government is to embark on public pro- 
grams, West Virginia wants in.” 

Has West Virginia participated in such programs as ~ health, 
welfare, and education programs, such as municipal sewage facilities, 
which is one of the items you indicated you were interested in? 

Governor Unperwoop. Yes; a number of our municipalities are 
already participating. We participated, of course, in Federal aid in 
many other areas, such as hospitals. I have been greatly disappointed 
that we have not done a better job in matching av: railable State aid for 
highway construction. If we could do so now, we could provide a far 
greater impetus to the job needs of our State. 

Mr. Anperson. Don’t you think that the lowered percentages, of- 
fered in the Interstate Highway System bill and, also, in the bill which 
has just been passed by the C ongress and is presently before the Presi- 
dent, will be of assistance to you in building more roads for the dollars 
available in the State? 

Governor UnpEerwoop. Oh, yes. We still have a substantial back- 
log of matching money on the ABC programs, and would add further, 
if we could do it. 

Mr. Anperson. Would you care to strengthen your statement a 
little bit? Do you think that the time is ripe for a public-works pro- 
gram at this time ? 

Governor UnpEerwoop. Well, it seems to me as the Federal Govern- 
ment searches for ways and means to bolster the economy, to pass the 
necessary legislation, adopt the necessary programs to meet this cur- 
rent need, and I admit I look at it from a selfish viewpoint of my own 
State’s need—that the public works projects serve a dual need, one 
that exists within a particular area and at the same time providing 
job opportunities for people who need them. I am definitely favor- 
able to public-works programs. 

Mr. Anverson. You agree, then, that we need both a longtime pro- 
gram, which in the long-term depressed areas corrects the basic prob- 
and a quick acting public-works program as expeditiously as 
possible, in view of the unemployed i in your State and in mine? 

Governor UnpEerwoop. Yes, sir. 

Mr. Anperson. You don’t feel that the State has within itself the 
capability of lifting itself out of this difficulty entirely by its own 
bootstraps and by its own economic means? 

Governor Unprerwoop. That is right. I wish it were possible for 
us to do so, but I feel that it isn’t. The only way that we can produce 
more money, of course, is to tax some segment of the economy. 

Since our government revenue is based so squarely on the level of 
business activity, our ability to cope with these problems declines in 
the same proportion as business activity declines. It is very difficult. 

Mr. Anperson. I think you put your finger on the important reason 
that we must have active Federal participation to correct the present 
economic trend. 

I thank you, Governor Underwood, for your presentation this 
morning. 
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The Cuarrman. Mr. Henderson. 

Mr. Henperson. Governor Underwood, I want to compliment you 
on the very fine statement that you have made here. It has been 
very clear and I am sure most helpful to the committee. Also I 
wish to compliment you on the splendid manner in which you have 
responded to the many questions that have been asked you this 
morning. 

You have been interrogated by every member of the committee 
who is here this morning. Your answers have been clear, to the 
yoint, and most helpful. 

Much of the situation in your State of West Virginia is comparable 
to a situation which exists in my own district, which is only the 
width of the Ohio River away from your State. We realize that the 
dwindling population that West Virginia has experienced was, also, 
experienced in the same period of time in my own district, although 
it seems that some of my constituents moved on further north and 
your constituents came into the 15th District of Ohio. We have a 
good number of your natives that are now my constituents. I am 
gl: id to see that the population figures are increasing and that pos- 
sibly the economic picture in your State may permit the immigration 
movement to someday be reversed. 

I was partic ularly interested, Governor Underwood, in your ex- 
pression that the primary responsibility for the State’s economy rests 
with State and local governments. 

We, on the other side of the Ohio River, have been very much 
interested and pleased by the very forthright attitude that you have 

taken in that direction, to do everything that you possibly" can, not 
nay in what was a chronic employment situation but, also, when 
that situation has been augmented in recent months. 

[ am sorry that the hour is so late that I don’t have time to fur- 
ther interrogate you. 

Mr. Chairman, Governor Underwood has brought some charts with 
him, and I would like to ask that they be included as a part of the 
record, inasmuch as the Governor has not had an opportunity to 
present them to the committee. 

The Cuamman. They will be included in the record. 

Governor UnpEerwoop. Congressman Henderson, sets of those smal] 
charts are attached to the statements given to members of the com- 
mittee. 

(The charts referred to above are as follows :) 


25491—58——11 





148 LEGISLATION TO RELIEVE UNEMPLOYMENT 


Nonagricultural employment in West Virginia 


{In thousands] 
TOTAL EMPLOYMENT 









































Period 1949 1950 | 1951 1952 1953 | 1954 1955 1956 1957 
mee | = miiantliinianeiin winitennninidl sine iiadiiiatial alaadaiat | casi 
SORAET . < ccccans ‘ -----| 540.5 | 508.1 523.3 | 523.7} 509.4 | 481.3 449.0! 481.2 492.7 
February - -- saccticeeadd 536. 2 | 387.2 | 521.8 | 520.0 | 503.2; 473.5 | 449.8| 483.5] 492.2 
March... __- _.-------| 582.0] 513.1] 529.9] 5228] 505.8! 469.6] 455.8! 487.8] 496.4 
April... --- To se 6 lh 524. 2 622.8 | 505.4 | 468.6 | 464.1 | 492.4 502. 8 
tie sci os ilacnceeaben |} 585.1] 530.1 1} 522.8) 505.1 466.9 | 468.7 | 499.6} 507.0 
June... a __..| 536.2} 535.3 513.9 | 507.7 | 467.9 | 475.1 | 499.7] 506.5 
July -- po citeee ease eal ae 524.1 | 500.4 | 600.9 | 462.7 | 473.8) 484.8 503. 6 
August ----- ..| 514.9] 533.6 | 518.0 | 505.8 | 465.0} 480.3 500.8] 510.0 
September... --- ------| 519.2 | 539.2 | 520.9 | 508.6 | 465.9 | 486.1 | 500.1 513.9 
October--_.--- ----| 405.3 | 534.9 | | 518.8 508.5 | 464.3 488.7} 504.6] 512.3 
November. -- ----| 503.1 | 533 9 518.2 | 505.6} 464.0 | 489.1 |) 606.7] 509.5 
December oonneiaree 523.4 | 538.6 529.5 | 506.0 | 469.5 | 500.1 512.0 | 505.1 
DOD. «nonce neadus 516.1 517.2 | 530.4 519.3 506. 0 468. 2 473.3 | 496.1 | 504.3 
| | | | 
MANUFACTURING EMPLOYMENT 
January - - ies 136.5 | 1! 135.2 | 136.3 130.6 | 121.4 129. 130. 5 
February - 135. 1 12 135. 3 134. 6 127.4 124.0 129.9 128. | 
March... ---- sonnet Seed 124. 137.4 134. 9 126.3 124.5 130. 1 128, 2 
April__- nani 130. 4 12! 138. 4 134.0 25.0 125.9 | 132.4 130. 5 
May.. 129.6 | 127.8 139. 1 134. 1 124. 4 127.5 132.8 | 130.5 
June... |} 126.3 | 129.3 140. 4 131.6 125. 2 129. 4 132.4 | 131.9 
i kckbemasone anew --| 122.3 129. 4 138. 5 127.3 122.0 127.6 122.6 | 128. 6 
IE vaicicncicusnsssncnel Seee 1) 18) AO) 186.6 124.8 | 132.2 131.6 133. 2 
tint an a 6 ve saps 125.7 135. 0 140. 2 136. 6 126. 0 132. 3 129. 5 | 133. 9 
eae ie fF 138.3 | 135.4 125.8 | 132.9 132.3 132.7 
November. -....-.-..--------| 119.0 | 136.2 | 138.1 136.0 125.7 | 132.9 133. 6 130. 5 
eee ----| 123.7 | 135.4 | 136.6 | 137.8 123.4 | 132.2 | 132.0 125.1 
IIE oi cieccts regia ateinirs | 127.0 129.6 | 138.4 134. 5 136. 0 125. 5 128. 6 130.7 | 130.3 
NONMANUFACTURING EMPLOYMENT 
| 
| 
ee een 404.0 | 386.3 388.1 | 387.4] 374.2) 350.7 | 362.2 
February.-..-.-------------| 401.1 | 264.5 | 386.5 | 385.4 368.5 | 346.1 | | 364.1 
aad ee adlince |} 398.9] 388.5] 392.5 | 387.9] 369.5 | 343.3] 331.3 t | 368.2 
April... |} 403.5} 403.0] 385.8 | 388.8 | 368.3 | 343.6 | 338.2) 360.0| 372.3 
ice eed 405.5 | 402.3} 392.0] 388.7) 367.5 | 342.5) 341.2] 366.8 | 376.5 
erected gael 409. 9 406.0 | 394.2 370.2 | 342.7 | 345.7 7.3 | 374.6 
PE i cntidadivetneescuekie 391.6 394.7 | 389.5 367.1 | 340.7 | 346.2 | 375.0 
August. -- Se --| 391.1 | 400.6 | 391.8 368.0 | 340.2 | 348.1 } 376.8 
September.......-.--.------] 393.5 | 404.2] 394.9 371.2 | 339.9 | 353.8 | 380.0 
October-.-- ‘nen | 286.5} 399.8] 395.6 372.0 | 338.5 | 355.8 379.6 
November ee RES 384. 1 397.7 | 395.7 : 370. 4 338.3 | 356.2 379. 0 
December — 399. 7 403.2 | 401.1 391.7 372.7 | 346.1 | 367.9 380. 0 





389.1} 387.6 | 392.3 | 384.8] 370.0] 342.7| 3447) 365.4] 3740 


RED. a wancndass } 
| | | | 





Source: West Virginia Department of Employment Security in cooperation with U. 8. Bureau of Labor 
Statistics, Charleston, W. Va., April 1958. 


Unemployment compensation benefits paid by industry 




















Annual 
Industry group i a ai __| Ist quarter, 
| 1958 
1954 1955 | 1956 1957 

— a seneeensemapaenes eceecenreennnesaneansslannensncios = om = a sein 
Total, all industries _ _----- iekeaaieaihe $34, 872,330 $15,424,106 | $8, 555, 530 '$12, 007, 678 $9, 958, 557 
Mining-- - ; --| 18, 119, 187 6, 150,731 | 2,492,881 | 3,947,891 | 3,267,155 
Construction -.- noses) 38, 080, 212 2, 278, 209 1, 255, 649 1, 216, 490 1, 457, 490 
Manufacturing - oe 9, 988, 880 4, 422, 755 3, 252, 624 4, 881, 961 3, 836, 408 
Chemicals and allied 1, 297, 733 626, 224 265, 243 | 334, 637 | 260, 286 
Stone, clay and glass aetien -| 2,105, 428 1, 055, 098 745, 210 1, 147, 020 | 784, 917 
Primary metals _--- 5 2, 049, 320 397, 136 194, 777 831, 716 1, 108, 662 
Fabricated metals- = §23, 535 275, 919 263, 072 487, 483 241, 507 

Transportation, communications, and 
public utilities 874, 947 568, 718 288, 447 354, 345 274, 787 
Wholesale and retail trade 1, 928, 190 1, 294, 691 785, 464 O85, Ag 759, 663 
Finance, insurance and rea! estate 72, 744 61, 834 46, 151 47, 51k 31, 401 
Service. -- : hae weicenae 767, 064 512, 187 332, 134 431, 514 | 240, 909 
I idcdencccabameucunnns 138, 463 134, 981 102, 180 142, 368 90, 744 
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Percent distribution of snenepiayment componention benefits by industry 








Annual | Ist quar- 
Industry group BR ee 
| | 1958 
1954 1955 1956 1957 | 
a x ek I nn A ae eee 
| 

Total all industries -. : 100. 0 | 100. 0 | 100. 0 100. 0 100. 0 
aaa oo 2—E— EE EEE — 
Mining... | 51.9 | 39, 8 | 29.1| 32.9 32.8 
Construction -. | 8.8 | 14.8 14.7 10. 1 14.7 
Manufacturing --. 28.6 | 28. 7 38.0 40.7 | 38. 6 
Chemicals and allied - - -- 3.7 | 4.1 | 2.9 3.0 2.6 
Stone, clay and glass. - - - L 6.0 | 6.8 8.8 9.5 7.8 
Primary metals... - 5.8 | 2.5 | 2.2 | 6.9 11.0 
Fabricated metals - 1.5 | 1.8 | 3.0 | 3.8 | 2.4 

Transportation, communications, and public | 
utilities__- : 2.5 | 3.7 | 3.4 | 2.9 | 2.7 
Wholesale and retail trade. 5.5 8.4 9.2 8.2 | 7.6 
Finance, insurance and real estate. - 4 .6 | .4 3 
Service _. 2.1 | 3.3 3.9 3.6 2.4 
Unclassified 44 9 1.1} 1.2 | 9 

| rc 








Source: West Virginia Department of Employment Security, prepared by Research and Statistics Divi- 
sion, April 1958. 


Governor Unperwoop. May I say I very nearly became : a constitu- 
ent of your when I was on the staff of a college in your district. 
Also, we have enjoyed very successful and cooperative ‘undertakings 
with the State of Ohio, in our efforts to develop the common bound- 
ary, the Ohio Valley. 

Mr. Henperson. We have a number of problems that are common, 
including the matter of highways. The splendid cooperation that 
your State gave to our State in the highway program has been most 
helpful to us and to your State. 

The Cuamman. Mr. Breeding. 

Mr. Breepine. Governor Underwood, it is an honor and pleasure, 
indeed, to have you here to testify before our committee. I want to 
join with my colleagues and compliment you on this fine statement 
that you have presented. 

I would like to ask you this question: Has the use of other fuels, 
such as oil and gas, caused less use of coal in your State ! 

Governor Unperwoop. That is difficult in this respect, because we, 
through the years, have been a State with substantial oil and gas pro- 
duction. However, the use of these new fuels expanded beyond that 
have definitely caused a loss of coal production. 

As I pointed out in the formal part of the statement, I gave the 
percentages of the basic fuel supply, supplied by coal in 1920, as 
compared with now, and there is a substantial reduction. 

Mr. Breepine. These underground caves that have been created in 
your State by the mining of limestone and so forth, would they be 
suitable for the storage of natural gas / 

Governor Unperwoop. I don’t believe so; again, speaking withow 
an extensive knowledge or without any knowledge, really, of geology. 
We do have substantial gas storage fields in the State where they use 
other rock formations and abandoned fields. 

Mr. Breepine. Is the Panhandle Eastern Co. located in Charles- 
ton, W. Va.? There are oflices of some major gas companies located 
there. 

Governor Unprerwoop. I believe you are referring to United Fuel. 

Mr. Brreprne. This company gets a lot of gas from my State 
of Kansas. That was the reason for the question. I was interested 
in the storage and tr: ansportation of gas. 
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Governor Unprrwoop. There are several gas companies operating 
in West Virginia and I think all the major ones make use of this 
gas storage facility. 

Mr. Breeprnc. Do you receive all the surplus food conmodities 
from the Federal Government that you need in your State / 

Governor Unprerwoopv. We have received excellent cooperatio 
The members of the Senate and House of Representatives have been 
very eu in broadening the variety of commodities received 
well as the volume. We encountered some difficulties in the proce 
dure, the method of handling and distributing these products about 
a yearago. That matter w as quickly resolved by Federal people com 
ing into the State and surveying with us the prob le *m, working it out as 
a matter of distribution. That has all been cleared out. 

I feel that it is being handled very efficiently now. We are happy 
with it. 

Mr. Breepinc. And a final question, Governor: You spoke of an 
extensive highway program for your State. Will this take up a good 
sized portion of the unemployment in your State ? 

Governor Unprrwoop. I am sorry t! - [ am not able to predict 
with any degree of accuracy, therefore, I didn’t make any projection 
at all as to how many people this program can employ. 

The bulk of our contracts this year will be let on the interstate 
program and based on the experience we had in 1954 with the turnpike 
construction, one stretch of 88 miles, I am sure it will be a substantial 


help. 

Mr. Breepine. I a like to say that I have crossed your State 
several times and it is one of the most beautiful States that I have 
visited. 


Governor Unperwoop. Thank you, come back. 

The Cratrman. Mr. Chamberlain. 

Mr. Cramperiarn. Governor, the hour is late. It is already past 
our adjournment time, I believe. 

I certainly want to joint my colleagues here who have expressed 
their appreciation for your coming, appearing before our committee 
and telling us of the problems in your State. 

IT am certain after we hear the governors from other States, that we 
are going to hear, that we will have a much better point of view to 
approach the problems that are facing our country today in these 
depressed areas. 

I was interested in your charts that you have here. I note here that 
after you said that they were attached to the statement, that I don’t 
have it. I am wondering if it has been omitted from this statement 
only or if you have them available I would appreciate seeing them, be- 
cause I am interested in your charts. I am certain you would not have 
brought them if they didn’t tell some story that you wanted to inform 
us of. 

Governor UNperwoop. If for any reason there were not a sufficient 
number to go around, I will certainly be glad to supply the committee 
members with them. 

Mr. Cuamperiarn. I would like to ask one question and then let you 
go. Could you tell me if you have any information as to the obligation 
of your highway funds for 1959, at the present time? To what extent 
those funds have been obligated ? 
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Governor Unperwoop. I can’t give you the exact percentages with- 
out the benefit of the record before me, but we have been lagging very 
seriously and we have followed now fora long time the habit of getting 
under the wire just in time to prevent the expiration of sare “funds. 

Mr. Cuampertatn. Do you know if any of your 1959 funds have 
been obligated as of this dé ? 

Governor Unperwoop. I don’t believe so. Again, I don’t have the 
record before me. I know that we are trying desperately to catch up 
on this program and we are using every available dollar to match 
Federal funds and trying to pick up the backlog. 

We have a substantial amount of Federal aid to our credit that we 
could claim if we had the State resources with which to match it. 

I had proposed to this session of the legislature that we expand 
our highway construction program and pick up our entire backlog and 
get on a current basis over a period of 6 years. It is taking 6 years to 
pick up all of the backlog available. Unfortunately, that program was 
not acted upon. 

Mr. CHamperiain. Again, Gevernor, [ want to commend your won 
derful statement and thank you for giving the committee the benefit 
of your thinking. 

The Cuarrman. Mr. Henderson. 

Mr. Hrenprrson. Governor, in looking at the first of these charts, 
I note that the nonagricultural employment at the present date has 
not reached the low level that it reached in 1954. Is that correct? 

Mr. Asu. May I answer that question ? 

Mr. Henperson. Yes. 

Mr. Asn. That chart is not quite up to date. In April, it is about 
the same as in the depths of 1954. 

Mr. Henprerson. Thank you. 

The Cuaiman. I want to thank you, for myself, and for the com- 
mittee, for the fair, candid statement you have made. It is one that 
engendered no controver sy. 

Governor Unprerwoop. May I express myself to you, Mr. Chairman, 
and the members of the committee? This is the first time I have 
appeared before a committee of either House of the Congress. I 
apologize for not being more familiar with many of the legislative 
measures you are considering, but frankly I have had enough to keep 
myself busy at home. I appreciate the courtesy all of you have ex- 
tended and I hope that we can work together toward the solution of 
our common problem. 

The Cuarrman. Come back and see us again. 

We will now adjourn at this time, to convene tomorrow morning at 
10 o’clock. 

ets at 12:10 p. m., the committee adjourned until 10 a. 1 
Thursday, April 17, 1938.) 
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THURSDAY, APRIL 17, 1958 


House oF REPRESENTATIVES 
CoMMITTEE ON BANKING AND CURRENCY, 


Washington, D. C. 


The committee met, pursuant to adjournment, at 10 a. m., Hon. 
Brent Spence, chairman, presiding. 

Present: Messrs. Spence, Brown, Patman, Multer, Addonizio, Bar- 
rett, Mrs. Sullivan, Mrs. Griffiths, Messrs. Vanik, Coad, Breeding, 
Talle, Kilburn, Widnall, Betts, Mumma, Hiestand, Bass, Henderson 
and Chamberlain. 

The CHatrMan. We have the pleasure this morning of hearing as 
a witness our former colleague, Hon. Foster Furcolo, who served his 
State in the House of Representatives and is now the distinguished 
Governor of the great State of Massachusetts. We thank you for 
coming here, Mr. Governor, and giving us the benefit of your views and 
your experience. 

You may proceed as you please. You may read from your state- 
ment without interruption and then be subject to interrogation if you 
so decide. 


STATEMENT OF HON. FOSTER FURCOLO, THE GOVERNOR OF THE 
STATE OF MASSACHUSETTS 


Governor Furcoiro. Thank you very much, Mr. Chairman, and I 
wish to thank you and the members of the committee for the invita- 
tion to testify here this morning. I don’t know if my testimony will 
be helpful in any way, but I certainly want to present it in the hope 
that it will be helpful in one way or another. I have been asked to 
present my views first of all as to unemployment problems, in Massa- 
chusetts, secondly, to appropriate Federal legislation to help improve 
employment conditions generally ; and third, as to legislative measures 
to help chronically de ‘pressed areas in this Fico y. 

I have examined a number of the bills which are before this com- 
mittee at the present time, including H. R. 6215, which was introduced 
by the chairman, and I might make the general comment that in my 
opinion these bills represent the kind of progressive legislation which 
is needed today so urgently. 

Millions of our unemployed men and women, and countless numbers 
of business enterprises, especially small ones, have been hit by chang- 
ing economic conditions of either a temporary or a permanent 
character. 

A great many States, like Massachusetts, are finding it increasingly, 
and in some cases exceedingly expensive, to provide for the legitimate 
needs of their citizens. 
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154 LEGISLATION TO RELIEVE UNEMPLOYMENT 


With your permission, I shall comment on the above subjects in the 
order listed, if I may, and at the same time I shall be pleased to make 
certain suggestions and recommendations with regard to a number of 
the bills pending before this committee. 


UNEMPLOYMENT PROBLEMS IN MASSACHUSETTS 


A little more than 2 weeks ago I asked that the Massachusetts Legis- 
lature be convened in joint session, and propose a positive program to 
alleviate the effect of the current national business recession upon the 
economy in my State. 

At that time, approximately 140,000 jobless Massachusetts workers 
were receiving unemployment compensation benefits, and the records 
of the Massachusetts Division of E mployment Security showed that 
additional thousands had been exhausting their benefits each month. 

The estimate that from 158,000 to 200,000 workers were unem- 
ployed meant that 7.5 percent of the total working force in Massa- 
chusetts was out of work, which is high even though it is below the 
percentage of those unemployed in other industrial States like Con- 
necticut, Rhode Island, Michigan, New Jersey, and so forth. 

There were 22 cities and towns in Massachusetts in which the unem- 
ployed working force was approximately 10 percent higher, and 
incidentally, in referring to unemploy ment and what is an unemployed 
person, we ‘have varying statistics in Massachusetts, as I suppose they 
do in any other State, because it all depends on what you mean by 
unemployed. Some statistics do not take into account the fact there 
may have been great cutbacks in the number of working days and the 
working hours, and that is why these figures, or any figures are 
conservative to that extent. 

In my message to the legislature, I said that I believed— 
that it is the responsibility of Government at all levels, Federal, State, and local, 
to combat rising unemployment and to provide jobs wherever necessary for 
our people. 

As toa suggested approach, I said: 


Recognizing the large number of essential and worthwhile projects which have 
too long been neglected, it is socially, morally, and economically indefensible 
for the government of this Commonwealth to utilize State funds merely for relief 


purposes. 

It seems very clear to me that this cardinal principle which I have 
applied to our problem in Massachusetts is equally sound with respect 
to other States similarly situated and the F ederal Government as 
well. Failure to prov ide opportunities for constructive work now will 
eventually mean an increase in our public-assistance rolls. By con- 
structive work, of course, I mean the provision for both manufacturing 
and nonmanufacturing jobs, as well as provision for new public and 
private facilities of all kinds which are either necessary or economically 
feasible. 

In other words, as I view it it is not simply a matter of whether there 
is going to be money spent or not. I think it is a situation where 
money is going to be spent either to provide jobs that are necessary and 
essential, and I want to stress the fact it would not be just make work 
things, but jobs necessary and essential, which should be done at some 
time even if there was no unemployment problem. 
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The money is going to be spent for that or it is going to be spent for 
public assistance or a dole or things of that n: ture, because cert: uinly 
not in Massachusetts I am satisfied and not in the Federal Government, 
and not in any State in this Nation are we going to have conditions 
where people are going to go hungry. We are going to take care of 
them one way or another, and my suggestion is why not spend it in a 
way that will be creative and furnish jobs and not just be a dole. 

The positive program which I recommended to the Massachusetts 
Legislature called for— 

The acceleration (within 6 months) of a vast program of 
public works to be financed either from presently authorized or 
aDpROp EIN revenues. 

An emergency Employment and Development Act to be 
financed from a new $50 million emer gency bond issue. This will 
create thousands of needed jobs and w vill provide for badly needed 
repairs and improvements in our public facilities, in reforesta- 
tion and conservation, in our beach and recreational facilities, 
and in the safety of our roads and highways. 

A program to provide for extension of unemployment com- 
pensation benefits to certain workers, and which will also pro- 
vide for the retraining of workers. 

The speedy adoption of certain previously submitted 
measures. 

I think I ought to point out in passing with reference to this $50 
million emergency bond issue which would create those jobs provid- 
ing for badly needed repairs and improvement and so forth, that. is 
the type of program that has work done now that might have been 
scheduled by various departments to be done a year from now or 2 
years or 6 months or something of that nature. 

[ called the Department heads in and a to them, you have 


these programs and projects on are going to be done some time. 
Isthat so! “Yes.” If that is so, let us ae sie up and do them 
right now. This is not doing Sarai that would not normally be 
done. It is simply advancing the time of it. And interestingly 


enough, all the problems submitted were ones that had good features 
in addition to the fact that the work is needed and provides 
employment. 

lor example, in the reforestation area we are having some work 
done there. If the legislature goes along with me, that will be help- 
ful in our State where reforestation work can be done where we have 
had a great deal of forest fire before. 

This work will eliminate those hazards. I have a program for some 
of the work to be done in connection with picnic areas. That ties 
in very nicely with programs the Commerce Department has with 
reference to tourists coming in. These have been very attractive to 
tourists coming in. In addition to that it ties in with our recreation 
program for our people. 

In the resources department of our State we have asked them to 
do some work at the present time that has to do with erosion of our 
beaches. That too, brings benefits to Massachusetts, if the work is 
lone, because of the influx of tourists. 

In the highway program, the work being done also has to do with 
safety provisions. Part of the work is painting the white lines which 
is so necessary to be done. Part of the work has to do with straight- 
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ening out certain curves of the road, or other parts of the road where 
there have been serious accidents or where their could easily be. 

It also has to do with some of the shoulders and culverts and things 
of that nature. To sum it up in general all these programs I have 
suggested under the Massachusetts program are works which are of 
benefit to unemployed people but are also very helpful to the State. 

In addition to the above-listed programs I emphasized certain 
responsibilities which belong peculiarly to the Federal Government 
in combating unemployment and, which if carried out expeditiously, 
will benefit Massachusetts and the entire Nation as well. 

With regard to my proposals in this field, I have at various times 
during 1957 and 1958 met with the congressional delegation of Massa- 
chusetts, the President, himself, and various other officers of the 
Federal Government, and I have testified before committees of the 
Congress. 

I am pleased to note that some of these proposals have already 
been acted upon favorably. ‘These include: Recommendation for the 
restoration of funds for hospital construction; the expansion of hous- 
ing, slum clearance, and urban renewal programs. 

I am particularly pleased that the amendments to the highway 
bill, in behalf of which I testified before the Gore committee in Feb- 
ruary, have been passed by both houses of Congress, and have been 
signed by the President. I am also pleased that the tight-money 
policies of the administration, which many of us criticized vigorously 
months before any indication of the present recession, have been re- 
laxed, and I certainly hope they will be even further relaxed. 

I do not believe we would be experiencing today’s widespread un- 
employment if the Federal Government had followed the suggestions 
of many of us over a year ago with reference to the administration’s 
tight-money policy. 

Now, I am aware that this committee is not considering at this 
time, bills to cut taxes or to increase unemployment compensation 
benefits. 

Nevertheless, I fee] that the Federal Government ought to give 
priority in considering measures to relieve unemployment, both to 
a general tax cut of some kind, particularly for the benefit of middle 
and lower income groups, and to an extension of unemployment com- 
pensation benefits by at least 13 weeks with Federal grants. 

With respect to the size of the tax cut, or how it should be made, 
I offer no specific proposal except to make this suggestion: any tax 
cut should io designed to encourage both retail buying and invest- 
ment in industry. 

If unemployment is to be prevented, and this embraces the kind of 
relief we are seeking, then small business must certainly be 
strengthened. 

Small business needs three kinds of tax relief: 

(a) A general reduction in taxes; 

(6) Measures to halt tax-avoidance mergers; 

(c) New sources of investment which would be supplied by a gen- 
eral income tax cut. 

Certainly, if there were a planned periodic reduction in rates over 
a period of time, both the taxpayers and small industries would be 
able to make plans for future investment and future expansion. The 
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long-range answer, of course, to our problem is to get back to our 
normal prerecession growth rate. 

As to unemployment compensation, I believe there is no question but 
that the Federal Government must act immediately to relieve the 
situation of the millions of unemployed who have exhausted their 
benefits, who are about to exhaust them, or who are not covered at all. 

The Mills and McCormack bills (H. R. 11326-11327) would provide 
this immediate relief with Federal grants by extending benefits for 
16 additional weeks between January 1, 1958, and July 1, 1959. 

Let me say also, from the viewpoint of industrial States like Mas- 
sachusetts, that I favor the principle of the Kennedy-McCarthy bill 
(S. 3244) on this subject, which would establish uniform standards 
throughout the United States. Massachusetts, with a minimum stand- 
ard, has long been at a disadvantage with other States which have no 
minimum standards. 

The high tax on our employers is something we must reckon with 
in competing for new industries. 

I am certain also, that the time has come when the Congress ought 
to take a long look at the amount of benefits paid today in terms of 
the intent of Congress 20 years ago. 

As recessions come one upon the other, the benefit payments become 
less and less realistic. 

Note also that S. 3244 likewise provides for Federal grants to July 
1, 1959, and for reinsurance agreements subsequently. 


PROPOSED FEDERAL ACTION TO IMPROVE THE ECONOMY GENERALLY 
1, PUBLIC WORKS PROGRAM 


In February of this year when it became apparent that the Nation 
was in a serious economic slump, I joined with the governors of sev- 
eral other States in recommending to the President the adoption of a 
positive Federal works program. In addition to the housing legisla- 
tion, which I already noted has been approved, I suggested that Fed- 
eral funds be made available for flood control, development of water 
resources, conservation, reclamation, and power projects wherever 
they are needed. 

In connection, however, with any such Federal works program, let 
me emphasize that the greater part of the national unemployment is 
concentrated in the industrial States, of which Massachusetts is one. 
The conclusion should be obvious, therefore, that the greater portion 
of any funds expended in such a program should be allocated to the 
industrial communities which need it most. 

Let me repeat to this committee what I have already said to the 
Massachusetts Legislature : 

Our experience in recent decades has taught us that it is better to provide 
opportunities for constructive work and wages, than to expend untold amounts of 
public funds on public assistance payments. 

That is what I referred to a little while back when I said the money 
is going to be spent and isn’t it much better to spend it in a way 
that is constructive and creative and gives people jobs that are needed 

ather than simply have people get the money in the form of a dole, 
because I don’t think there is a person in America who is not going 
to be willing to see this money spent if we have hungry people. We 
won’t have hungry people. 
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2. EXPANSION OF FEDERAL HEALTH, EDUCATION, AND WELFARE PROGRAMS 


The President has proposed in his 1959 budget message that a larger 
part of the financial burden should be passed on to the State and local 
governments, with regard to programs in the following areas; urban 
renewal, disaster relief, construction of hospitals, schools in federally 
affected areas, public assistance, vocational education, and other 
programs. 

In general, he has followed the recommendations of the Kestnbaum 
Committee, otherwise known as the Committee on Intergovernmental 
Relations. 

The President has taken this position in face of the following 
facts: 

(a) That in the last 10 years, State government expenditures have 
already risen by 200 percent. 

(5) That in the 10 years ending in 1957, the debt of the Federal 
Government changed very little, but the debt of State and local gov- 
ernments rose by 200 percent. 

In 1959 budget, I am informed, the President asked for $16.4 bil- 
lion of civil benefits as compared to $17 billion in 1958. But what 
is more significant is that the new obligational authority is put down 
at $20.4 billion in 1958, and only $16 billion in 1959. 

In short, the Federal Government is planning to cut civil benefits 
drastically at a time when it should be expanding such programs. 

In addition to the economic advantages of expanding such pro- 
grams during a recession period, let me quote the view of Prof. 
Seymour E. Harris, chairman of the New England Governors’ textile 
‘committee and chairman of the department of economics at Harvard 
University: 

In view of the fact that the cost of the national debt, in relation to income 
has been cut by about 50 percent since 1946 and in view of the fact that the 
proportion of Federal expenditures to gross national income has been reduced 
in the last years, it probably is not wise to effect such transfers of burdens from 


the relatively strong Federal Government with productive sources of revenue 
to the relatively weak State and local governments with unprod ictive sources 


of revenue, and inflexible systems of revenue, and confronted with the serious 
problem of interstate competition and therefore an unwillingness to raise taxes 

Even before I took office as Governor of Massachusetts in 1957, I 
had recommended the establishment of a Federal revolving fund 
at low interest rates to assist States and muni apatite sin going for- 
ward with urgently needed public work projects of all kinds. This 
appeared to be : avery attractive propos al to me at least for two reasons: 

(a) The tight-money policy of the administration which prevailed 
until very recently made it excessively expensive for States to borrow 
money and therefore, a Federal fund from which States and munic- 
ipalities might borrow at 2 percent, for example, seemed not only 
feasible but necessary. 

(/) As the bonded indebtedness of State and local governments in- 
ereases (and this debt inciden salts is rising at three times the Federal 
rate) we cannot mph the credit r% tings of these governments to 
improve as they seek to cope with the needs of exp: nding populations, 
and with constructions costs which have risen greatly, more than 
the cost of living since the prewar period. 
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Accordingly, I drafted a bill to 


provide financial assistance for State and local governments through a system 
of loans and guaranties for purposes of public education, public health, and 
other needs, which set at interest rate not exceeding 2 percent, and established 
a fund of $2 billion; $1 billion to be invested in the State securities out of trust 
funds in the Treasury of the United States, and $1 billion to be invested out of 
funds appropriated by the Congress for that purpose. 

At my request, Congressman Boland from my own home district, 
introduced this bill, H. R. 8548, July 1, 1957, and it is now pending 
inthe Waysand Means Cominittee. 

I am pleased to note that at least two similar bills are presently 
pending before this committee, H. R. 11474 which was introduced 
this year by the chairman, Mr. Spence, and H. R. 11272 which was 
introduced likewise this year by Mr. Rains, both these bills have been 
introduced to stimulate business activity and employment, and I 
hardly need to say that I am heartily in favor of the principle em- 
bodied in each. 

As to whether, however, as in H. R. 11272, eligibility should be re- 
stricted to political subdivisions of States which constitute or are 
located in areas of substantial labor surplus, I have serious doubts. 
Particularly, because by and large, the necessities of public education 
and public health, among others, are not themselves, restricted to 
particular areas. 

it seems to me, moreover, that the problems of assisting States and 
local governments to meet the demands of population increase and 
rising costs should be given the foremost consideration, and the eco- 
nomic benefits derived therefrom, however important they may be, 
should be recognized nevertheless as a secondary consideration. 


FEDERAL AID TO EDUCATION 


Unfortunately during the past 2 years, the Congress was unable 
to pass a general educational construction bill which would have 
helped the various States finance their school construction programs. 
It is even more distressing that in my opinion that the President 
omitted to include such a program altogether in his 1959 budget 
message. 

It seems to me that a school construction bill should be an integral 
part of any Federal spending program which is based on providing 
constructive work instead fo public assistance. Hardly anyone can 
question that with the present shortage of 140,400 classrooms, and the 
estimated need of 44.000 additional classrooms next year, and whether 
viewed in terms of domestic requirements or nations al security or both, 
there is hardly a better project more deserving than this one. 

I am ple: ised to note that a School Construction Assistance Act. was 
introduced by Senator Kennedy in January of this year. It is certainly 
to be hoped that the Congress will consider this bill and act upon it 
in terms of both its educational and economic benefits. 

I also call to the attention of the committee that $750 million has 
been made available by the Federal Government for loans at 27 
percent to colleges and universities. Only a very small portion of 
this sum is left. 

It would seem to me that the Government might further the expan- 
sion of facilities for higher education in considerable measure if it 
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were to provide an additional billion dollars to the colleges and uni- 
versities for such purpose. Since this money is loaned ‘at the same 
rate it costs, obviously the Federal Government loses nothing, and 
gains much. 

Even if these loans were made at less than it cost the Government, 
the program would still be an extremely worthwhile one. 


4. FEDERAL REVOLVING FUND 


It is generally agreed that State and local governments have been 
and are still being confronted with serious problems in the capital 
market. State and local expenditures are increasing at the rate of 
almost $3 billion yearly and debt at more than $3 billion yearly. 

What gives us pause, however, as we look at the future is the United 
States Labor Department’s estimate that State and local governments 
will need $200 billion in the next 10 years for public works. 

Although during the past 10 years outlays were only one-third 
as large, note the estimates for future spending: 


Billion 
hk uence wilh ubilaearewemnigaanante $92 
I ta icin wi nse eee minha Abani arebenwi a 42 
eae pets aiding bd mnahdebecebienin phen cessor mcnes 5 25 
I ois biases eb ns eenenitin dhaay ob oestrone Sew cnie 23 


As to H. R. 11474, I am generally in favor of the princip: j provisions 
of this bill, with the possible exception of the proposed maximum in- 
terest rate of 3 percent, even though this rate represents a reduction 
from the present rate of 414 percent on general obligation bonds, and 
454 percent on revenue bonds under the “Housing and Home Finance 
emergency program of assisting States and political subdivisions. 

I believe that the interest rate should be around 2 percent, as I have 
proposed in my own bill to which I referred, on this principle: that 
even if this rate is less than what the Treasury has to pay for money 
today or in the future, the savings to the Treasury in public assistance 
and the increased benefits from the taxes of a stimulated community 
will certainly offset any losses under this program. 

I am informed that the Fulbright bill, which has a similar purpose, 
has just passed the Senate with a —— for a fund of $1 billion 
and an interest rate of 31%4 percent. I do not feel it is necessary to 
comment on the comparable provision of this bill in view of what I 
have already said. Suffice it to say that, in my opinion, any arguments 
for an interest rate of 314 percent because of the present F ederal debt 
may be answered by this statement: 

That whereas State and local debt rose by almost 6624 percent from 
1952 to 1956, the Federal debt has risen during the same period only 
41% percent, or one-fifteenth as much. 


5. SMALL BUSINESS CAPITAL BANK SYSTEM 


I have noted with a great deal of interest the proposal of Congress- 
man Wright Patman for the establishment of a small business capital 
bank system which is incorporated in H. R. 10345. I think the situa- 
tion is summed up pretty well in the American Investor’s editorial 
which was part of a speech by Mr. Patman recorded in the Congres- 
sional Record, February 17, 1958: 
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More than 95 percent of (small business) capital requirements for growth 
have been met since the war through loans, whether from banks or others. 
However, a permanent solution of the problem of growing small business firms 
does not lie in loans. They need permanent capital which they may keep in 
operation without meeting the recurring call for interest payments. 

In Massachusetts, we are concerned with all the problems of small 
business, because, among other industries, the textile industry in 
Massachusetts is a small business industry consisting of many business 
units and many plants. This may also be said of the fishing industry 
which has been in dire straits for some time. 

To the textile industry, with its small profits and peculiar transi- 
tional problems, the difficulties of obtaining adequate credit and 
capital have been especially great. This is not to say that the textile 
industry in Massachusetts and New England generally, for that mat- 
ter, has not also suffered from a burdensome tariff policy, from tax- 
avoidance mergers, and by the failure of the Government generally 
to provide adequate help for labor-surplus areas. 

It is of major importance, for this reason, that the textile industry 
be given substantial tax relief. The present tax system is perhaps a 
major reason for mergers and increased concentration. 

Between 1940 and 1947, for example, it has been said that tax- 
avoidance was— 


a major reason for the sale of about two-fifths, or a little more, of the transac- 
tions in which the selling company had assets of between $15 million and $50 
million as of the date of sale; for between one-fourth and one-third of the com- 
panies sold in the 5 to 15 million dollar asset-size class ; for a little over one-fifth 
of the companies in the 1 to 5 million dollar class; and only rarely for the sale 
of companies with assets of under $1 million (Butters, Lintner and Brown; 
Effects of Taxation on Corporate Mergers, p. 16). 

Now, during the recent tight-money period, it is apparent that 
the large financial institutions tended to favor the large business 
firms which also had access to the capital market and vast internal 
resources. The increased pressure on the Small Business Adminis- 
tration reflected the cost of the tight-money policy to small business. 

Mr. Patman’s bill has several features which ought to recommend 
it to the Congress, in my opinion, particularly those which restrict 
the system from competing with private lial institutions, and 
which provide the capitalization of the Small Business Capital Bank 
Board from existing surplus accounts of “idle funds,” so-called, of the 
12 Federal Reserve banks. 

The provision restricting the interest rate to 5 percent, or the pre- 
vailing rate in the district, if less than 5 percent, certainly contrasts 
with the present rate of 514 percent to 6 percent, which is charged 
by the Small Business Administration on short-term loans in Massa- 
chusetts. If anything, in my opinion, the 5 percent rate should be 
lower. 

I appreciate, of course, that this program calls for the furnishing 
of equity capital and that there is adequate provision for bank par- 
ticipation with the system in the long-term loans to small business. 
= should like to make one suggestion regarding the requirements 
that— 


all loans * * * shall be of such sound value or so secured, as reasonably to 
assure repayment. 
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I believe that the committee will find that the rigid security require- 
ments of the Small Business Administration in connection with short- 
term loans have defeated to some extent the intent of Congress to 
assist small-business firms when they most needed it. 

I should hope that the requirements for collateral under this act 
might be sufficiently flexible so as to provide, for example, that ac- 
counts receivable may be taken as collateral and that provisions be 
made for their processing. Whereas, such accounts may be processed 
today by private banks which participate in loans with the Small 
Business Administration, this is not the case where the Small Business 
Administration provides all the money 


6. COORDINATION OF EXISTING FEDERAL PROGRAMS TO AID SURPLUS-LABOR AREAS 


In the report to the chairman of this committee, Federal Assistance 
to Labor Surplus Areas, under date of April 15, 1957, appears the 
following statement : 

There are a number of Federal programs currently in effect which extended aid 
to labor-surplus areas. 

It is further noted that these programs are operated by a variety of 
agencies with no coordination, and that the programs themselves do 
not make any special effort to aid labor-surplus areas. These programs 
are administered by divisions of the Department of Commerce, the 
Department of Labor, by the Housing and Home Finance Agency, and 
by the Small Business Administration. 

I think it is a perfectly logical ste Ps which ought to be undertaken at 
this time, to form representatives of these divisions and agencies in 
an Emergency Advisory Board, and to give them a directive which 
would authorize the Board to make such recommendations to the re- 
spective departments and agencies represented for the alleviation of 
temporary or permanent unemployment conditions, and for such 
rehabilitation of communities which would make them more attractive 
to new or expanding industry. 


LEGISLATIVE MEASURES TO HELP CHRONICALLY DEPRESSED AREAS 
1. GENERAL 


I have been particularly impressed by the comment of Seymour FE. 
Harris, chairman of the New England Governors’ Textile C ommittee 
and chairman of the department of economics, Harvard University, 
with reference to the elements of a good bill in this area on the occasion 
of his testimony last year before a Senate committee dealing with de- 
pressed-areas legis! ation. 

The tests of a good bill are: moving jobs to the man, not man to the jobs: 
providing adequate resources; requiring contributions for financing from State 
and local governinents though related to their capacity; assuring help during 
retraining period and provision of retraining programs; making finance available 
for nonmanufacturing as well as manufacturing. 


By these standards I think that H. R. 6215 is a good bill. I think it 
would be proper to limit my comments on this bill to the following 
considerations which I believe to be the most important, if not the 
most difficult questions which arise in connection with the adoption of 
legislation of this type by Congress. 
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2. THE ADEQUACY OF FUNDS 


Section 10 of H. R. 6215 establishes three revolving funds for loans 
under the bill with the following limits: 

(a) One hundred million dollars for industrial development loans 
in industrial redevelopment areas; 

(6) Fifty million dollars for industrial development loans in rural 
redevelopment areas: loans from this fund would be limited to $5 
million outstanding at any one time in any one State; 

(c) One hundred million dollars for public facilities loans. 

i suggest that a conservative estimate would be that the employ- 
ment benefits under this bill would consist of the creation of approxi- 
mately 75,000 additional jobs, and perhaps the creation of some addi- 
tional thousands of jobs as a second: ary effect. This estimate is made 
on the assumption of 50 percent Federal participation in the projects 
which are contemplated. 

A year ago when a similar bill, S. 964, was being considered in hear- 
ings, the total unemployment in the United States was about 2.6 million 
or 3.8 percent of the civilian labor force. It was stated during these 
hearings that even under those conditions that the creation of 70,000 
additional jobs which would be provided under S. 964 was “a good 
beginning.” 

H. R. 6215 provides approximately $75 million more for projects 
than S. 964. Today, however, the total unemployment in the Nation 
is about 5 million, which represents approximately 7 percent of the 
civilian labor force. I suggest, therefore, that H. R. 6215 makes a 
contribution to absorbing the unemployed in surplus labor areas which 
might be considerably greater if the revolving funds were propor- 
tionately increased. 

I think this is a particularly important observation in view of the 
reported disagreement as to the criteria for eligibility of depressed 
areas on the basis that if the criteria are made too liberal then the 
limited resources allocated to the program will be spread too thin. 
Unless additional funds are provided under this program we will find 
ourselves, I think, on the horns of a dilemma as the number of needy 
localities increase during recession periods. 

For example, I have : alre ady noted that it became necessary for me 
to submit a special message to the Massachusetts Legislature approxi- 
mately 2 weeks ago for the purpose of relieving the severe unemploy- 
ment in my State. 

To indicate to some degree the extent of this problem, I present the 
following figures: 


{verage percent of unemployment in 4 major textile towns 


1954 recession /1955 prosper- | 1958 recession 
year ous year | year 
oneal - 
Fall River, Mass ‘ 5 8.1 6.0 | 11.6 
Lawrence, Mass 24.0 17.8 10. 1 
Lowell, Mass : 10.1 8.7 12. 6 
New Bedford, Mass. - ; z 11.3 8. 6 11 


25491 58 12 
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I think the only comment I might make on the 100 million for public 
facilities loans, 50 million for industrial development loans and 100 
million for industrial development loans, I think Massachusetts, 
alone, just the 1 State out of the 48, probably could use the entire 
amount of that program. I think it should be increased tremendously. 


3. INTEREST RATE 


H. R. 6215 provides that the interest rate on the Treasury borrow- 
ings would be set by the Treasury, taking into account the rate on 
comparable marketable obligations of the United States. 

I assume that this means in the absence of qualifying language that 
the rate to be charged under this program would at “least equal the 
cost of Federal borrow ing or that such cost would be at the very least 
a base on which the interest rate would be set. 

My feeling here is that despite the maximum maturity period of 
40 years, the interest rate charged to both industry and Government 
under this program may well be too high. I make this statement 
without any specific suggestion except that in any event the interest 

rate to be charged ought not to be higher than the cost of money 
at any given time to the Federal Government. 

Obviously, industry needs all the encouragement it can get to 
venture capital and to take the risks attendant upon its embarka- 
tion into new or expansion programs in redevelopment areas where 
the normal attractions for various reasons might not be sufficient 
inducement. 

I think from the point of view of the Federal Government that if 
any losses are incurred by such a policy that these will be offset 
by the eventual benefits or savings which will result from less wel- 
fare assistance and unemployment compensation payments, and also 
from increased tax receipts. 

In this connection also note that at least 33% percent of the cost 
of any private project, so-called, in a redevelopment area would have 
to be available from sources other than the Federal loan. 

As for the participation by State or local governments for loans 
by public facilities under this program, it is obvious that these 
governments need some relief because of the cost of emergency un- 
employment programs, such as I have called for in Masss sachusetts, 
which must be paid for on top of steadily increasing budgets even 
though only to maintain a status quo. 

If the State and local governments are faced with the prospect 
of having to expend $200 billion during the next 10 years, as I have 
already noted, for highways, educ ation, and other public works, it is 
quite likely that bonded indebtedness will increase by leaps and 
bounds, and that the consequent credit ratings of States will not 
improve. 

Normal rates may go higher or they may stay at a level, but the 
future picture must be borne in mind when consideration is being 
given to the establishment of an interest rate where the Federal Gov- 
ernment seeks to aid State and local governments in alleviating “con- 
ditions of excessive employment and underemployment in depressed 
and rural areas. 
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4. FEDERAL GUARANTIES 


I am informed that since fiscal year 1953, the rise of guaranties and 
insurance by Federal credit agencies has been from $28 billion to $65 
billion (estimated) and, of loans on investments only from $16 billion 
to $19 billion. I think it is only logical to suggest, therefore, that the 
Area Redevelopment Act prov ide also for a Federal guaranty of loans 
on an immediate or deferred participation basis. 

To answer the objection of a possible overextension of credit under 
guaranty policies, I should suggest a ceiling of perhaps $1 billion 
should be placed on guaranties for the financing of projects for de- 
pressed areas 

5. VOCATIONAL TRAINING AND RETRAINING 


This is a very important area. 

The provision for vocational training and retraining subsistence 
payments in H. R. 6215 is both sound and timely. If the retraining 
feature is to accomplish its objective, however, I suggest the following 
changes as the base of a more realistic approach. 

The provision for only 13 weeks of reimbursable retraining does 
not make allowance for the longer retraining schedules required by 
different trades. Thirteen weeks, therefore, should be considered as 
minimum, and perhaps 6 months or even longer would be a more real- 
istic maximum, depending upon the trades involved. 

With regard to the size of the unemployment compensation pay- 
ments, let me say that they ought to be large enough to encourage 
workers to undertake new training courses. It is my feeling that a 
minimum payment, however costly, might not accomplish the desired 
end of this provision. There is a substantial inertia among workers 
who should acquire new skills and it will normally only be overcome by 
adequate rewards. 

It is also clear that there are countless numbers of workers who will 
be benefited by a program of retraining who will not be eligible in 
any case for unemployment benefits. Provision should be made for 
this class of worker. 

It should also be borne in mind by the committee that although 
existing State-aided vocational schools can be used with Federal as- 
sistance in connection with this program, it may be necessary that the 

Federal Government alone undertake the responsibility of financing 
new training programs for new industries with expanded facilities and 
new equipment. 

I should like to make this final observation. In labor-surplus areas, 
a major portion of the working force is at least 45 years of age or older. 
This factor makes more difficult any retraining program, and policy 
should consider the employment needs of people in the middle and 
advanced years. Any retraining program should take this as part of a 
larger problem of our aging population, but retraining can specifically 
contribute to a more adequi ite adjustment for the elderly. 

I might say in conclusion, I think whatever is done in connection with 
this very severe unemployment problem, whatever steps are taken to 
make our economy much sounder and healthier, have a great bearing, 
of course, upon every other program the Congress considers. It has a 
bearing on our world position. It has a bearing upon the type of mili- 
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tary establishment we have and the type of foreign policy. If we do 
not have a good, sound economy, with people who are working at 
constructive work, if we did not have all the things that make America 
a stronger nation industrially, economically, and in every other way 
then we are not doing what we should to give the support and to give 
the position to every other program that the Congress has in mind, 
and I think th: at we should not lose sight of that. 

It is very obvious that that is so, and sometimes we tend to lose 
sight of the obvious because of our concentration on a particular prob 
lem. 

So I have offered these suggestions, and I hope they may be of some 
benefit. 

The CHarrman. Thank you, Governor. 

The statements you have just made, I know you have given great 
consideration and study. I am sure the committee will be very glad 
to consider the views you expressed. 

What are the local causes that are contributing to unemployment. in 
Massachusetts ¢ 

Governor Furcoro. It is diflicult in some ways to distinguish be 
tween the local causes and the national ones, for this reason: 

First of all, of course, one is the difficulty of small business in getting 
investment capital, and in paying the interest rates. That has a bear- 
ing on the national policy, too. 

Secondly, there has been a shifting over the years in Massachusetts 
of some of our industries to other areas of the country, and I think 
that, too, has a bearing on national causes. 

{ am satisfied if all of the States of the Nation had the same type of 
programs of benefits and protection of the people of each State that 
Massachusetts does, that there would not have been as great a shift in 
industry as there has been. ‘That, too, is a cause of unemployment, 
and that is related, of course, to the national scene. 

I would say a third cause has been this, and this too is related to the 
national picture, incidentally, that under some of the legislation passed 
by Congress I know it was the intent and purpose of Congress to try 
to channel some defense contracts into areas that had industrial prob- 
lems, where there was no diversification of industry and things of that 
nature. But the manpower board orde 1 No. 4 never accomplished the 
purpose that I think the Congress had in mind for it, and that, too,-is 
tied in with national problems. 

We have other matters. We keep getting back to national, but a 
great deal are due to national problems beyond our control. Because 
of tariff policies, our textile industries have been depressed. 

I realize if we have a national policy that has to - with the security 
of the Nation, that has to be followed out, but I have always taken 
the position if you meee a policy that is for the benefit of the entire 
Nation, in that case for the benefit of all the people, as security meas 
ures, certain tariff provisions that give assistance to Japan, for exam- 
ple, if those are necessary from the point of view of the Nation, it 
seems to me the payment for those policies should not come merely from 
one segment of the population. The textile industry has been hard 
hit for the benefit of a national policy for the benefit of all the people 
of the Nation, but the payment for support of the national policy comes 
solely from the textile industry. 
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I do not think that is proper. But policies of that sort have always 
had a bearing. 

The Cuairman. What success have you had in persuading other 
industries to come into your State to take the place of the textile 
industry ¢ 

Governor Furcoio. There has been some success along those lines. 
We had some diversification of industry. We had some communities 
that were so-called one-industry towns. Attempts were made locally 
by authorities in the communities, and sometimes by citizens commit 
tees as well, sometimes the assistance of the State helped to diversify. 
Some electronics and nuclear industries have been coming in. I think 
we have something like over 33,000 workers in the nuclear and elec- 
tronics industry recently, which is diversification. 

At one time Massachusetts was about 100 percent soft goods, indus- 
trywise. Today, it is about 50-50. That, too, is helpful. 

In Massachusetts we have had a great deal of suecess, I think, 
conveying to some industries the fact that our labor situation in Massa- 
chusetts is perhaps the best in the Nation. We have good labor rela- 
tions between management and labor. We have fewer days lost, I 
believe, because of industrial disputes than any other States. 

We also have, I think, the finest labor force in the Nation in our 
opmion. 

[ realize that members of the committee from different States might 
have different opinions. But we have used those arguments to some 
extent in bringing in some diversification. 

We have also tried to do a great deal in connection with the major 
industry that we have in the tourist business. 

The Cuamman. Governor, I think we are all in favor of allowing 
local subdivisions to obtain money at as low an interest rate as possible, 
but in the light of the action of the Senate yesterday, on the com- 
munity facilities bill, it seems to me that it would be impossible to 
get a rate much lower than is provided in the House bill. 

Governor Furco.o, It might be impossible, as a practical matter. 
! realize that, Mr. Chairman. 

The CHarrMan. But I think we ought to get the best we can. I do 
not believe we can ever get a 2-percent rate, because the position of 
the Senate was clearly expressed yesterday. It see - to me it would 
be impossible to make that kind of a rate, though I know it might be 
desirable for many municipalities. 

Governor Furcoro. It would be extremely helpful, Mr. Chairman, 
and my opinion is it —— be worth trying. 

Sometimes conference committees accomplish a great deal. I 
remember about a year ago when I came down here to Washington 
and discussed with many Members of Congress the fact that I thought 
what was needed then was a large fund of 2 or 3 billion dollars to be 
made available at low interest rates to the States and municipalities 
and certain others wo needed it for certain worthwhile projects, the 
thought I had at that time was it could be helpful in bringing down 
the high interest policy and creating some of these projects. At that 
time, very frankly, I did not find too many Members of Congress who 
had much hope th: a something like that could be worked out or any- 
thing else, but nevertheless, something just similar has passed the 
Senate, and though there was a close vote on the matter of interest, 
it might be worthwhile seeing if a lower interest rate might be worked 
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out. I hope I may be forgiven, as a former Member of the House, 
if I say I think what the House would do would have a considerable 
bearing on what the Senate would do. 

The Cuarrman. Dr. Talle. 

Mr. Tatize. Thank you, Mr. Chairman. 

And thank you for your statement, Governor Furcolo. 

Your presence this morning reminds us of our pleasant associations 
in the House when you served here. 

Governor Furcoro. Thank you. 

Mr. Tate. I congratulate you on the good credit the State ot 
Massachusetts has. I am looking at the New York Times, d: ated this 
morning, April 17. I note this large ad pertaining to a new issue of 
$96,877,000, 214 and 3 percent bonds. The net cost to Massachusetts 
would be, as calculated, 2.92, roughly, and last October 15, 1957, the 
State sold $63.5 million of bonds at an interest cost of 3.49. 

So this new issue represents a decline in interest cost of one-half 
percent, which certainly shows 

Governor Furcoxo. That is right. 

Mr. Tatte. Which certainly shows your credit is good. 

Now, the most recent issue of long-term Government bonds was 314 
percent, due in 1990, selling at 5% to yield 3.23. The nearest com- 
parable issue I can find for the State of Massachusetts is a 1990 issue 
of $233,000, at 3.25, so those 2 would be roughly the same. 

Mr. Patman. Will the gentleman yield “for a brief question ? 

Mr. Tarte. Would you w vithhold that for a moment? I would like 
to pursue further. I have another point. I hope there is time, because 
I would be glad to yield to the gentleman from Texas. 

You have a most interesting institution in Massachusetts, Mr. Gov- 
ernor, and I am referring to your State housing program, under which 
the State guarantees the principal and interest on bonds issued by local 
housing authority or authorities. 

In effect, as I understand it, these bonds are revenue bonds, issued 
by a local authority and without impact upon the bonding limit of 
the local community in which the housing authority is loc ated. 

Has your C ommonwealth ever been asked to make good on any of 
those bonds? 

Governor Furcow. Not tothe best of my knowledge. 

Mr. Tatiz. No. Have you thought of applying the same principle 
of State guaranties to other kinds of revenue bonds which a local 
authority or a community might issue to the Federal Government. to 
obtain funds for the construction of, for instance, sewers, waterworks, 
parking facilities, and so on ? 

Governor Furcoro. I am not sure I understand what you mean by 
that question. 

Did you say to have the same principle applied, the State budget- 
ing its credit to what the local communities would be doing ¢ 

Mr. Tate. In other words, the State guaranteeing the revenue 
bonds of local communities or authorities. 

Governor Furco1o. I would assume it might be a little bit helpful 
as far as interest rates are concerned, but you get to a certain point 
where the credit of the State is pledged to such a de ree that very 
soon the credit rating goes down, and the guaranty is not worth as 
much. 
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I think it is about the same situation if the State had pledged its 
credit for, say, $100 million for State purposes and then all of a 
sudden local communities or others had four or five hundred million 
dollars. The State would then be in the position of having credit 
pledged for five or six hundred million, rather than just the hundred, 
and I am satisfied that interest rates would go up. 

Mr. Tauie. You are still using it in connection with housing, are 
you not, and you intend to go on with it ¢ 

Governor Furco.o. Yes. 

Mr. Tate. Now, finally, 1 am talking only, of course, about rev- 
enue bonds issued by a local authority. If the local community which 
is to give the Federal Government its general obligations, those 
should be accepted, of course, without any guaranty. But would 
you not agree that in any program involving the lending of tax- 
payers’ funds, C ongress should see to it that those funds are loaned on 
a sound basis. Certainly with the addition of a State guaranty, 
the local authority issuing revenue bonds, would vastly improve the 
investment quality of those issues / 

You answered that in part already, I realize, but don’t you think 
that principle would be worth considering / 

Governor Furcoio. Well, actually, I don’t feel that it is nec essary 
that the Federal Government make money available solely on a busi- 
ness basis, if I might use that term, if there are projects that the 
people of the country or the people of the State need and they are 
not able to do themselves. 

It did not concern me at all to think that the Federal Government 
might be asked to establish a fund and lend money at 2 percent, even 
though it might have to borrow that money at more than that, or 
else to provide it by appropriation. I think that the Federal Gov- 
ernment is in a position to be helpful in those ways where often the 
State government or the municipalities cannot. The Federal Govern- 
ment is not bound by so many different things. 

Mr. Tauie. Thank you. 

The CHatrrmMan. Mr. Brown. 

Mr. Brown. We are delighted to have you appear before us today 
Governor. We all remember your good record in Congress. 

Governor Furcoio. Thank you, sir. 

Mr. Brown. Do you have a State income-tax law ? 

Governor Furcoto. Yes, sir. 

Mr. Brown. Do you have a property-tax law / 

Governor Furcoro. Yes, sir. As a matter of fact, the legislature 
today is finding itself in the position of having to provide money but 
finding it difficult to find exactly where you would find the tax money. 

Mr. Brown. That seems to be prevalent nationwide. 

Governor Furcoto. Yes; it is prevalent. 

Mr. Brown. Don’t you think this committee, if it is to report out 
helpful legislation, should do something to aid the rural farm areas 
suffering from long-term economic distress and underemployment ? 

Governor Furcoro. I not only think that but, as a more practical 
matter, I think it would be very difficult to have any kind of an aid 
to industrial communities if the’ program was not also somewhat bene- 
ficial to rural communities. I think there are many Members of 
Congress who have that belief. But, in addition, the rural areas 
play an extremely important role. They are fundamental to your 
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economy, and they are basic to every industry in every city, and I 

think if you don’t have every segment of the economy in a healthy 

condition, it is not good for the Nation as a whole. ‘That is a long 
way of saying yes. lJamsorry. 

Mr. Brown. These rural areas have been suffering a long time, and 
they certainly need some help now. 

Governor Furco.o. Yes. 

Mr. Brown. Thank you. 

That is all. 

The Cuatrman. Mr. Widnall. 

Mr. WIDNALL. It is good to see an old colleague back. 

Governor Furcoto. Lam glad to see you, too. 

Mr. Wipnat. I am just sorry I could not be here earlier to hear 
your full statement. 

I am particularly pleased to see you feel the responsibility rests 
on all governments, Federal, State and local, rather than having 
the attitude some people have that everyone should run to Washington 
and Washington save th em from any of their woes back home. 

I am sure what you have said here in your statement is of a very 
constructive nature. 

I do not have any further questions at this time, and I want to 
compliment you on the statement. 

Thank you. 

Governor Furco.to. Thank you. 

The Cuarrman. Mr. Patman. 

Mr. Parman. You may a very fine statement. I congratulate you. 

Governor Furcoio. Thank you. 

Mr. Parman. You brought out the main points for consideration 
by this committee, and I think you covered every one of them. 

I would like to comment on some of the things you said, for in- 
stance, with respect to interest rates. 


I agree with you that the interest rates should be low. That is one 
contribution, if a contribution Ss necessary, that tive I ‘ederal Govern 
ment can make, particularly since the Federal Government is poe 
these obligations right back to the local community, as you have so ably 
pointed out. 

In fact t, as you sug vested with respect to the aZ0U million needed 
by State and loc val governments for public works in the next 10 years, 
local « OoOmMmMmunities VW il] have to ame these additional obligations 


by cee incl btedness, and 


you realize, of course, that in my State 
and in your State, as in the rest of the States, people pay | nanan largely 


on what they own in these local communities on an ad valorem basis. 
For instance, veterans buying homes who pay LO iibeinedl down. 
They pay taxes on that home as thoug h they owned it. They don’t 
own it They owe for it. They pay taxes on what they owe. So, 
therefore, I think the Government should not be too oppressive. 
or at le ist not al y more oppressive than necessary. on the interest 
rates they charge the State and local gvovernments. ‘| aim for an inter- 
ent rate not exceeding °1f, nercent limit. be ause we have a traditional 
histo ry behind 214 pe cent. For 15 vears. the obligations of this 
Nation were maint: i cae t 2%, percent on long-term bonds. On the 


Federal es the rate s ak really be a little higher than that on 
the State debt, in view of the fact that State bonds are tax exempt. 
It was to point out this difference that I wanted Dr. Talle to yield 
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to me earlier. I don’t think he made a distinction between State and 
United States Government bonds. The Federal bonds are not tax 
exempt. ‘That makes a big difference. If the interest rate on Fed- 
eral bonds is 214 or 3 percent, the tax exempt State bonds should be 
set for 2 percent, because they are tax exempt bonds. The recipients 
of income from these State bonds pay no tax obligation whatsoever. 
So I think your observation about interest rates is good. 

The interest rates in the past few years, and the hard- money policy, 
as you pointed out, have been very burdensome on the people. 

I know many people are reluctant to call this current economic 
situation a depression. They are very careful in the use of the word. 

I don't hesitate to call it a depression before lots of groups. The 
(boots business people are in a depression, the farmers are in a depres- 
sion, and the home builders are in a depression. The 5 million unem 
ployed are ina depression. Several big industries, like railroads, are 
suffering in a Aiveiaon, and the automobile industry, from the 
manufacturers down to the retail level, are all in a depression. 

When you consider those major categories, those major segments 
of our economy, which we must admit are in a depression—and the 
rest of the economy is certainly in a recession—we can certainly say 
that this is a recession-depression, at least. 

With reference to my bill to establish a small-business capital 
banks system, I appreciate your endorsement of the bill, and partic- 
ularly of the provision on where the funds should come from. As 
you know, the Federal Reserve banks have about $809 million in 
surplus funds. That money is idle. It is unused. It is not even 
invested in Government bonds. It is just there, serving no purpose 
of any kind whatsoever. You realize that, as you pointed it out in 
your statement. 

Now, we propose to use, to set up these capital banks, about $120 
million of that surplus fund, and also about $2744 million of the sec 
tion 13b surplus from the industrial loan program that the Federal 
Reserve System says it does not want to have any part of. It does 
not want to have any part of the program of furnishing loans to 
small business. We make provision in my bill to use that surplus 
in setting up the capital banks system. 

1 think if we would insist on that goal, and I think there is a good 
chance for its achievement since this committee is considering it, 
I think support will be tremendous for this program. 

The Senate Banking Committee, next Monday, will commence 
hearings on this bill. It is such a reasonable proposal in that we are 
just trying to provide for small-business capital that cannot be 
obtained elsewhere. 

This will not be in competition with the private banks. It will only 
make loans that the banks cannot make. It will be for long-term 
loans and venture capital loans, and will not be in competition with 
local banks at all. It is so reasonable and logical and right that I 
hope this committee reports it out, and that the Senate committee 
reports it out, and that it becomes law. 

Your endorsement of it, Governor, I know, will be very helpful. 

I appreciate your endorsement. I know the other sponsors of the 
bill here in the House, and there are many of them, will also appre 
ciate your endorsement of it. 

Governor Furcoto. Thank you. 
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Mr. Patman. The situation with reference to small business in 
New England was pointed out to us this morning by a very distin- 
guished group. Mr. Multer will say something about that when 
his time comes. 

We of the Small Business Committee of the House heard them this 
morning at 9 o’clock. They presented the picture as it relates to 
New England. I didn’t get an opportunity to ask the questions I 
had planned to put to you, but my time is up. 

Governor Furcoio. Mr. Chairman, might I just say this? 

In Massachusetts, I pointed out that whether you call it a depres- 
sion or recession or anything else, it means the very same thing to a 
man who is out of a job and has a hungry f: unily, and I think that is 
the important thing. 

The Cuarrman. Mr. Betts. 

Mr. Berrs. Governor, I want to join my colleagues in saying I 
think you make an excellent statement. I might not go along with 
you all the way. 

Governor Furcoro. I understand. 

Mr. Berrs. But I was interested in your admitting there was a 
responsibility back home. 

In connection with that, I understand in your State there is what 
is called the Massachusetts Business Development Corporation, 
which I understand is one of the finest in the country, following the 
New England pattern. 

I wonder if you could comment on what it has done and the part 
it has played in this story. 

Governor Furcoto. It has been somewhat helpful, but I think the 
one problem that neither it, nor any other bank, whether of a private 
nature or semi-public one, has been able to accomplish, is the very 
point Mr. Patman makes. 

You see, it is natural for a bank or anyone else to require a certain 
amount of collateral. As Mr. Patman points out, there is almost no 
bank that can make loans of 20 or 30 or 40 years—long-term loans. 

In addition, some people who would like to start small businesses 
often might be operating on a lease. They might not own the building 
on which they are located. They might not have any collateral in the 
sense of physical assets. The only thing they might have is accounts 
receivable, which is the reason I suggested the accounts receivable 
should be taken as collateral under the suggestion made. 

The same applies to the Massachusetts Corporation to help business. 
They have been helpful, but I would say it merely scratches the sur- 
face. It has been a good help. It is a good program. But it does 
not meet the need, and I do ee think even expanding it greatly would 
meet the need completely. 

Mr. Berts. Do you have any figures on the number of applications 
that have been received and what action has been taken on them? 

Governor IF’ urco.o. I thought it was 88, but apparently it was 82. 

Mr. Berrts. Do you mean 82 applications ? 

Governor Furcoro. I can furnish that for the committee, or try to 
get it. I don’t know the number. I thought we had it in number, but 
in figures, apparently, it is 88 salition, 

Mr. Berrs. If you can furnish that to the committee- 

Governor Furcoto. There is no objection. 
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Mr. Berts. I think it might be helpful, because I think that is an 
area that should be developed. 

Mr. Berrs. What are the limitations such as interest rates; do you 
know ? 

Governor Furco.o. I would prefer, if this is all right with the 
committee, to furnish that, to be sure I do not go off on the wrong 
amount. If that might be possible, I would prefer that. 

Mr. Berrs. Would it also require collateral ? 

Governor Furcoro. If I might, I would like to furnish that infor- 
mation to the committee in connection with it. What they will often 
do, I know, is they will take some small firm that needs assistance, and 
the lawyer for the firm, or someone, will go down and they will go 
over the books and get a pretty good picture of the business. 

They have reasonable latitude, but I think it might be much better 
and, certainly, it would be much more accurate, if I might submit 
that for the committee. 

Mr. Berrs. Could you tell us what has been the nature of the par- 
ticipation, as far as business lending corporations are concerned ? 

Governor Furco.o. The concerns that try to get assistance there; 
is that it ? 

Mr. Betts. No; as I understand it, the corporation is made up of 
banking and manufacturing interests. I wondered how they par- 
ticipated in this. 

Governor Furco.o. They participated on the theory if you can help 
develop Massachusetts industrially by making loans or making help 
of this nature available, in the long run it will help the whole State. 
The participants provide certain guaranties, as I understand it. 

Mr. Berrs. I understand the purpose, but has there been a loan 
participation on the part of business ? 

Governor Furcoro. I would say there has been, at least, in the 
Boston area. There has been a much greater understanding of it in 
the Boston area. I don’t think there has been widespread participa- 
tion throughout the entire State. But, again, I would like to submit 
that information with regard to the operation, to give the committee 
the best possible picture and be sure it was a reasonably accurate one. 

(The information requested above is as follows :) 

THE COMMONWEALTH OF MASSACHUSETTS, 
EXECUTIVE DEPARTMENT, 
Statehouse, Boston, April 28, 1958. 
Mr. JoHN L. BARRIERE, 
Banking and Currency Committee, 
House Office Building, Washington, D.C. 

DEAR MR. BARRIERE: The Governor wishes me to express his thanks for all the 
help given him when he testified before the Banking and Currency Committee 
on April 17, 1958. 

With regard to the requests, enclosed is a copy of the Lawrence story, written 
by Kurtz M. Hanson, president of Associated Industries of Massachusetts, which 
might be helpful. 

Mr. Betts, of Ohio, inquired about the Massachusetts Business Development 
Committee, and we are enclosing a brochure which they issued December 31, 1957. 

Please refer to the bottom of page 6 of this brochure, which indicates the 
MBDC charges are about average, being 6 percent on loans. This prevailed 
during 1957, except for a brief period when the rate was increased to 6% percent. 

With regard to collateral, the corporation does not have requirements which 
can be described as rigid. It seeks to assure repayment of loans, which average 
6 years—but it relies on book values of assets and management ability. It has 
no appraisal staff, so that, actually, it is unable to check upon collateral offered. 
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In a very few cases, it has made loans where there has been practically no 
collateral, except that in such cases it requires the business to keep on hand 
working capital—which, in effect, is not used—so that. if the business experiences 
a downswing, there might be some chance of recovery. 

Sincerely yours, 
EL.woop S. McKENNEY 


{Editorial, Industry, July 1956] 
ECONOMIC RECOVERY IN LAWRENCE 


The story of Lawrence is one of the most amazing stories of economic recovery 
in the country today. Yet it is a story that has not yet been told nor publicized 
as it should be, and too few people realize that Lawrence today is typical of the 
new look in New England where, thanks to diversification, we have a broad indus 
trial base. 

There has been a great deal of talk over the past S years about Lawrence, the 
No. 1 depressed area, the distressed community, Lawrence—the mightiest textile 
center of the country with 25,000 unemployed. Prophets of gloom and doom had 
a field day. However, let’s look back and see what was going on while this dis- 
tress was making headlines—while the textile industry did nothing about it 
while the labor unions did less about it—and while the politicians in control in 
Massachusetts used Lawrence as a whipping boy and cried great tears of despair 
but did not pass one single piece of constructive legislation to alleviate the condi- 
tion—while the political party in power in Washington did no more—while lip- 
service was given to what was to be done for depressed areas, not one single bit 


of good from either the Federal or State Governments accrued to Lawrence dur 
ing this period. 
Now, let’s look at the positive side. As is usual in cases like this, a small group 


of interested businessmen undertook the task of rehabilitating Lawrence by 
bringing in diversified industry. These men helped elect a vigorous young mayor 
who worked tirelessly for the good of the city He established the Greater La‘ 
rence Citizens’ Committee for Industrial Development, and obtained enabling 
legislation permitting him to establish a budget of $50,000 a year to run this 
commission. 

The next step was to hire a competent executive director and to plan an adver 
tising campaign to promote Lawrence and not talk about its troubles. The execu 
tive director and two clerks were the only paid help. The other members of the 
committee, representing the business community and the two labor unions, re 
ceived no pay: This committee worked tirelessly with the executive director and, 
through its efforts, brought in prospects for business in Lawrence. Lawrence 
had two outstanding advantages over any other city: (1) A large pool consisting 
of more than 25,000 skilled textile workers, and (2) more than 12 million square 
feet of empty industrial space. 

Lawrence had the problem of providing job opportunities, utilizing the existing 
space, and developing an industrial park to provide new, modern industrial plants. 

To many, the problems might have appeared hopeless, but, in spite of the atti 
tude of many in the city and elswehere, Lawrence was brought back, many times 
almost in spite of itself. 

Lawrence has shed that dubious mark of distinction of the No. 1 distress area, 
and later No. 1 labor surplus area, and today less than 1,800 people are drawing 
unemployment compensation, and the average length of claim for unemployment 
is less than 3 weeks. This means that the average person seeking a job today 
in Lawrence can find one with 3 weeks. 

Lawrence today is a labor shortage area and not a labor surplus area. 

To appreciate the full significance of Lawrence’s economic recovery let’s look 
back to the founding of Lawrence in 1853. There was some industry including 
a paper mill, the predecessor of the Champion-International Co., a small machine 
shop, and a small textile mill; but the great dam had not been built and the power 
of the Merrimac had not been harnessed. An ingenious group founded Lawrence 
from the towns of Methuen and Andover and proceeded to build the textile center 
of the world. The American Woolen Co., which became one of New England’s 
largest employers, built the largest woolen worsted mill in the world, more than 
one-third of a mile long, covering more than 30 acres of floor space, and running 
at full capacity it required 1 million pounds of wool a week. In addition to the 
American Woolen Co., the Pacific Mills, the Arlington Mills, the Everett Mills, 
the Kunhardt Mills, Methuen International, and others comprised one of the 
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greatest concentrations of the textile industry in the world. This was Lawrence 
industry, this was the center of its industrial life, this was the foundation upon 
which the economy of the entire community was built. 

It is not too difficult to understand how those who shared in the building of this 
great textile empire could not believe that it was slipping away from them. The 
old story of “so long as people wear clothes, there will have to be textiles” was 
clung to and then clutched at desperately as poor management, poor labor 
relations drove the textile industry from New England and from Lawrence. 

The loss of the industry in Lawrence was accompanied by a loss of spirit, a 
feeling of despair on the part of many. Too few examined the economic facts, 
too many let their emotions run riot. The story of Lawrence is the story of New 
England and the textile industry. 

The citizens’ committee, the chamber of commerce and others started to work 
to attract the new industry that was needed to bring about the economic recovery 
of the city. Several groups of local businessmen pooled their resources and 
acquired ownership and control of the various mill properties, taking them from 
the hands of the “junkies,” who were interested only in stripping them and then 
leaving them on the city’s hands. These groups—the Lawrence Associates, 
Atlantic Enterprises, the Everett Mill Properties, and Pacific Print Work Proper- 
ties—leased the space they had bought at reasonable terms and all worked 
diligently with the chamber and the citizens’ committee to bring industry into 
Lawrence. They intelligently sold Lawrence's two great assets: space and 
skilled labor. As a result, more than 68 new industries located in the city. 

In 1953, Governor Herter sent a special message to the legislature requesting 
that it establish a Massachusetts Business Development Corp. 

The city of Lawrence was one of the first communities to benefit from the 
Massachusetts Business Development Corp. 

In 1954, a group of Lawrence businessmen raised $100,000 and agreed to supply 
an additional like amount if needed for the purpose of bringing new diversified 
industries into the city. The Arlington Mills, comprising almost 2 million square 
feet of manufacturing space which had been idle for some time, were purchased 
with the aid of a mortgage loan of $325,000 from the Massachusetts Business 
Development Corp. Less than a year later, new industries employing 3,500 
people, with an aggregate payroll of $12 million were brought to Lawrence. The 
Massachusetts Business Development Corp. loan was paid in full in 8 months. 
The corporation then loaned the same group $200,000 more so that it could reno 
vate one of the buildings which was to be occupied by a unit of the Federal 
Government which now employs more than 500 new workers in Lawrence. 

It is interesting to note that while the Massachusetts Business Development 
Corp. has loaned more than $1 million in Lawrence during its fight to establish 
diversified industry, Lawrence has purchased more stock in the Massachusetts 
Susiness Development Corp. than any other town or city in the Commonwealth 
outside of Boston. It’s the old story: “You have got to help yourself before others 
can help you.” 

As the Wall Street Journal expressed recently in commenting on the remark 
able change that has taken place in Lawrence, ‘This once-thriving textile center, 
which saw the number of woolen and worsted mill employees decline from 28,000 
to only 4,000 in the last decade now faces a shortage of skilled help for its textile 
mills.”’ 

One of the most outstanding stories in the history of Western Blectric in Law- 
rence, and it is typical of the rebirth of Lawrence and New England. The old 
Monomae cotton spinning mill which employed some 400 persons in its heyday 
now houses more than 2,200 persons working for Western Blectric. 

Western Electric has under construction a new plant in North Andover which 
will be formally dedicated next year and will probably employ more than 6,000 
persons. This will be in addition to those already mentioned above. Further, 
Western Electric has authorized a $10 million addition to this new plant and 
will have that ready by the spring of 1958. 

The Everett Mill Properties is another outstanding example of what can be 
done. A former cotton spinning mill employing approximately 800 people now 
houses 25 separate businesses and provides employment for 3,300 people. 

The old Washington Mills is now the home of 13 separate manufacturers 
providing employment for over 1,500 people. Here such diverse products as 
plumbing supplies, women’s gloves, paper boxes, corrugated boxes, men’s sports 
jackets, men’s shoes, toys and games, foodstuffs, and sporting equipment are 
manufactured or distributed. 
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The textile industry requires more space per employee than almost any other 
industry so, actually, Lawrence is up against the situation where they have run 
out of people while they still have space. 

The vast Wood and Ayer Mills are the last unit of the great textile industry to 
be taken over for diversification. Here the newly created Lawrence Industrial 
Center, which is owned by the business group in Boston and is managed by the 
experienced R. M. Bradley Co., provides over 3 million square feet of space with 
as much as 140,000 feet to a floor for new industry. Avco Manufacturing Co. has 
set up a substantial research center and expects to have more than 1,500 people 
working there within a very short period of time. 

This industrial diversification and growth has had a tremendous impact on 
the entire community. A recent economic survey taken by the chamber of com- 
merce, finds that the industrial consumption of electrical power has doubled in 
the past 5 years. 

This is not the end of the road for the Lawrence area. Raytheon, the second 
largest employer in Massachusetts, has leased the Shawsheen Mill comprising 
more than 1 million feet of space to provide employment for from 1,000 to 6,000 
persons. 

The Greater Lawrence Citizens’ Committee for Industrial Development has 
proposed an industrial park for Lawrence with more than 300 acres which is 
located immediately adjacent to the relocation of Route 110 and the Route 28 
Freeway which will connect Boston with southern New Hampshire. 

The forging of a great new economic base for Lawrence, which has long been 
looked upon as the No. 1 depressed area of the country, has been accomplished 
and it is up to the people of Lawrence to see to it that it remains strong from 
here on out. 

Kurtz M. HANSON. 


To THE STOCKHOLDERS AND MEMBERS OF MASSACHUSETTS BUSINESS DEVELOPMENT 
CorP. 


This is the fifth annual report of the Massachusetts Business Development 


Corp. 
BALANCE SHEET 


The report includes a balance sheet of the corporation as of December 31, 1957. 
Total assets amount to $5,156,258 as compared to $4,091,021 a year ago, and notes 
payable to members amount to $4,300,000 as compared to $3,300,000 last year. 
Loans receivable of $4,686,507 represent the MBDC share of loans with total out- 
standing balances of $5,907,378, the difference representing bank participations. 
During the year, capital stock was increased by $39,200, generating an additional 
$313,600 in potential borrowings from members or total new loanable funds of 
$352,800. 

STATEMENT OF INCOME 

Operations for the year resulted in a profit of $66,739 before provision for 
possible losses and this compares favorably with $49,502 and $31,009 in 1956 and 
1955, respectively, on a comparable basis. The directors have voted to transfer 
this profit to the reserve for possible losses, thereby increasing the total reserve 
to $128,998 which is equal to 2.75 percent of loans receivable. It is significant 
that despite the increased workload, operating expenses increased only $5,112 
over 1956. 

LOAN ACTIVITY 


During 1957, your corporation approved 18 loans totaling $2,687,500 compared 
to 24 loans aggregating $4,085,000 in 1956. For the first 10 months activity was 
substantially ahead of last year, but declined in the last 2 months. There has 
been a marked trend toward smaller average loans which is indicative of the 
help being afforded small business. 

INTEREST 


Your corporation obtains the bulk of its loanable funds by borrowing from its 
members at one-fourth of 1 percent above the prime rate as required by its 
charter. The average interest paid on such loans in 1957 was 8.726 percent as 
compared to 3.535 percent a year ago. Prior to the latest increase in the prime 
rate on August 6, 1957, borrowers were charged 6 percent. Subsequent to the 
increase, however, a flexible arrangement was instituted whereby borrowers are 
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charged 6 percent plus the amount, if any, from time to time, by which the prime 
rate exceeds 4 percent. 
OPERATIONS 


Elsewhere in the report, you will find the details of our cumulative 4 year 
operation. Canceled loans fall into two major categories: (1) Thorough inves- 
tigation by MBDC examiners has enabled the borrower to obtain loans from 
banks; (2) changes in the borrower’s plans have removed the need for such 
loans. 

The following table is of interest in showing the approximate disposition of 
the loan proceeds of our net approvals in meeting the needs of industry: 


Percent 

POON CI i nse cc sie sali ceils ele amie am ine eitasicaeanceneaaiaiemalae 42 
ON on as al ae ainmie realise reeeses ora eanaalied ie aianed 23 
Percuess Gnd TOnUTaTOn OF TOR] GUTAUE. .occienidc ccc cctteccckmececcne 16 
Parchase of machinery and equlnment.nk .ccciicccdcnceccdiennnenncssuss- 10 
ET IE SOLACE OU a aiesisd i Sic dn sien csi sigan hea di ign edna damibahian 6 
UN etanercept a cai ance hed coda sada ana a 3 
SN tcc keene cca en ln cca ees a alba a Min ele cae al 100 


Included above is your corporation’s participation in local community indus- 
trial development programs. Our experience has clearly demonstrated that 
locally conceived and executed programs, supported financially by Massachu- 
setts Business Development Corp. loans are one of the most effective methods of 
attracting new industries to a community. We have been asked by five com- 
munities to grant loans to such local development groups for modern buildings, 
or the conversion of older structures, and all such applications have been 
approved in the amount of approximately $1 million. 

Almost $4,500,000 has been loaned in former surplus labor areas such as New 
Bedford, Fall River, Lawrence, Lowell, Milford, and Southbridge. 

Our borrowers, including an industrial development project in Lawrence, have 
been responsible for approximately 15,000 jobs with an aggregate payroll in 
excess of $60 million. Add to this the indirect benefits to other segments of 
the respective communities, because of the industrial prosperity generating these 
jobs, and you have a chain reaction of substantial proportions. 

It should also be emphasized that in many instances MBDC funds act as a 
catalyst for the generation of sizable additional bank loans and equity funds 
for industrial development. 

ADMINISTRATIVE 


During the year, your directors promoted Francis P. Brennan to executive vice 
president. He was also reelected chairman of the Northeastern Conference of 
’ 


Development Credit Corporations comprising the New England States and New 
York which meets regularly for the discussion of common problems. 


FUTURE ACTIVITY 


During the year, we have added one more banking institution to our list of 
members, so that we now have potential loan funds of $10,596,010, of which only 
$6,302,880 can be borrowed, as we are limited to 8 times our paid-in capital of 
$787,860. As of December 31, 1957, our estimated remaining funds available for 
loans amounted to $1,385,200, and it is estimated that in 1958 an additional 
$1 million in cash will be received from principal and interest payments. 

We believe that the result of our 4 years’ operation has demonstrated the need 
for an institution of this kind. In our opinion it is the most efficient method of 
meeting the financial needs of those companies which deserve support but are 
unable to obtain it from conventional sources basically because of the length 
of time required for repayment. We need approximately $500,000 more capital 
to make full use of the credit now available from our members and we trust 
that additional corporations and individuals will be interested in subscribing 
to our capital stock. 

The plan of the development credit corporations is receiving national recogni- 
tion. Already 8 States have such organizations actively functioning, corporations 
have been authorized in 7 more and are under active consideration in 11 addi- 
tional States. 
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SUMMARY 


I should like to take this occasion to pay a very sincere tribute to our directors 
and particularly the executive committee, all of whom serve without compensa- 
tion. Each of our loans requires special consideration and treatment because 
of its long-term nature, and since funds are not available, on similar terms, 
from other sources. In this respect, your corporation is indeed fortunate in 
having available to it the outstanding talents of such men, recruited from the 
business and financial community of the Commonwealth. 

Through the constructive efforts of your corporation’s officers, directors and 
administrative staff, Massachusetts Business Development Corp. continues to 
stand as the largest development credit corporation in the country in point of 
financial assistance approved. 

Respectfully submitted. 

CaRL F. Woops, President. 

Mr. Berrs. Thank you, Governor. 

Governor Furcoxo. I am sorry I don’t have the information avail- 
able. 

The Cuairman. Mr. Multer. 

Mr. Murer. Governor, your very statesmanlike presentation is so 
effective because it takes the practical approach borne of your ex- 
perience in the United States Congress, as widened by your devoted 
public service as an elected official of the Commonwealth of Massa- 
chusetts. 

Governor Furcoto. Thank you very much. 

Mr. Mctrer. Without trying to embroil you in the argument be- 
tween the members of this committee, may I suggest that I take the 
same state of facts prese mted by Mr. Talle a few moments ago, and 
YT reach an entirely different conclusion. 

I think if the Federal Reserve Board had resisted the pressures of 
the White House and of the former Secretary of the Treasury, and of 
the Secretary of Commerce, we would have had a cheaper rate of in- 
terest on our United States bonds, as well as on our municipal and 
State bonds. Your lower rate of interest was not because of the credit 
of the Commonwealth. Your Commonwealth would be paying 5- or 
6-percent interest if your credit was not good. The Federal Reserve 
Board reduction in the discount rate and making more money avail- 
able by reducing reserve requirements will probably result in reducing 
the interest rate on all Government bonds. 

I think you can agree with that statement. 

Governor Furco.o. I do. 

Mr. Mutter. In your local development corporat lon, lending money 
to business enterprises in Massachusetts, is there any requirements that 
the loans not be available from private sources before they can qualify 
for loans from the development corporation ? 

Governor Frrcoio. That is the situation, and as a matter of fact, 
I remember one case where a concern that wanted to borrow money was 
a sort of a borderline case, and his lawyer, not being completely fa- 
miliar with it, went down and was seeking to make out a good case, 
and made out such a good case that they could not get the money. 

Mr. Murer. You commented in your statement at page 17 about 
the climate for requirement for security and referred to the provi- 
sion in the law that all borrowers give reasonable assurance of ability 
to repay, which is the effect of the language found in the Small Busi- 
ness Administration Act. I think m: ny Members of Congress feel 
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such a provision should find its place again in more or less the same 
language in any legislation enacted on the subject. 

I think you can also agree if we get good administration in these 
organizations, then you get the flexibility on the requirements of se- 
curity and even the interest rate that make the programs workable. 

I think the main difficulty with the operation of the Small Business 
Administration and its being very rigid in the security requirements 
and requiring high interest rates is because of the pressure exerted 
upon the Small Business Administrator by the Loan Policy Board, 
which is controlled by the Secretary of the T reasury and the Secret Ary 
of Commerce. If we keep men like that out of these organizations, 
I think we can get a more flexible organization that can do a better job. 

Governor Furcoio. There is no question of that. 

Mr. Mutter. I notice you also referred to the fact there was a limi- 
tation of $5 million in Mr. Spence’s bill to any one State. 

I think you had a prior print of the bill before you when you made 
that statement. It now calls for a maximum of $71%4 million to each 
State. I think that also gives a greater flexibility. 

Governor Furco.o. Yes. 

Mr. Mutter. May [ ask unanimous consent, Mr. Chairman, to make 
a part of this record the pamphlet that was submitted to the House 
Small Business Committee this morning by the New England Smaller 
Business Association, which confirms all that the Governor has stated 
to us as the conditions in his own Commonwealth of Massachusetts, and 
also gives the same facts as to the other five States making up the New 
England area. It indicates that this situation which was so ably 
portrayed by Governor Furcolo, prevails throughout that entire area? 

The CHatrmMan. Without objection, that may be inserted. 

Mr. Mcnrer. Thank you. 

(The pamphlet referred to follows :) 


1958S PROPOSALS FOR CONGRESSIONAL ACTION 
SMALLER BUSINESS ASSOCIATION OF NEW ENGLAND 


As presented on Thursday, April 17, 1958, before the Senate Small Business Com- 
mittee, the Small Business Committee of the House of Representatives, and the 
New Englind congressional delegation 


PRELIMINARY STATEMENT 


This presentation will show the extent of unemployment as it exists today in 
the New England States. We will point out the significance of unemployment 
and recommend what measures could be taken by the Federal Government in 
order to put men back on the job. 


SOURCES OF RESEARCH 


All material presented here was compiled from information received from re- 
ports of the research department of the Federal Reserve Bank of Boston, United 
States Department of Labor, Bureau of Labor Statistics, and United States De- 
partment of Commerce. The Smaller Business Association of New England is 
indebted to these Government agencies for these most accurate and conserva- 
tive reports of the current situation. 

Caution: Please note all figures on unemployment are insured unemployment. 
Figures are unavailable for those unemployed who do not come under State 
unemployment compensation. 


25491—58——__13 
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NEW ENGLAND SMALL BUSINESSES 





Large Business 





OPERATE 9 OUT OF 10 CONCERNS 


FIGURE 1.—Number of small businesses compared to total of all businesses. 


Here is factual proof that New England is truly the home of small business 
since 91 percent of all manufacturing establishments are small. New England’s 
life depends upon the health of this segment of our economy. Nowhere else in 
the country is this dependence on small business so vital to the economic 
prosperity of the community. 
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EMPLOY FOUR OUT OF SIX 
NON-AGRICULTURAL WORKERS 


“SS Fiaure 2.—Number of employees in small and large business. 

d’s 

in Here again 4 out of every 6 workers are employed by small businesses. We 
1i¢ see the tremendous importance of small business as creators of employment in 


New England. 
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NEW ENGLAND SMALL BUSINESSES 
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Large Business 


CONTRIBUTE 53.5% OF PAYROLLS 


FIGuRE 3.—Payrolls. 


Payrolls are the prime factor in the health and growth of our economy. With 
53.5 percent of the payrolls from small establishments as against 46.5 percent 
from large, again we see that small establishments furnish the larger part of 
the payrolls. 
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th Fiaure 4.—Insured unemployment. 
nt 
of This illustration shows as of March 22, 1958, the insured unemployment by 


States and the shocking total of 248,982 workers who are unemployed in New 
England. This is a 91 percent increase in unemployment over the same period 
in 1957. 
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Ficure 5.—Distress areas. 


Here we have geographic distribution of the distress areas. You will note 
that distress areas are evident in each State. Certainly this dramatizes the 
excessive unemployment that exists today in the large industrial centers of 
New England. 
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1. STRAIGHT LINE 
2. SUM OF DIGITS STRAIGHT LINE ONLY! 


3. DOUBLE DECLINING 
FIGcure 6.—New and used equipment. 
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FicuRE 7.—Depreciation. 


The Smaller Business Association of New England has as a policy the accept- 
ance of the principle of accelerated depreciation of used plant and equipment. 
Remember since 1954, the revenue code has allowed this method of depreciation 
on new plant and equipment. Many small businesses have suffered because of 
this discrimination. 
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Plow-back of retained earnings. 


The principle of plow-back of investments in small business by means of an 
annual tax allowance of a portion of the profits if invested in plant and equip- 
ment has been incorporated in new congressional bills. The Smaller Business 
Association of New England strongly endorses this principle because of its 
ability to create new jobs and greater national prosperity. 
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Fiaure 9.—Job creation by small business, 


One of the best known economic facts is the ability of each industrial job to 
create additional jobs in the community. It is said conservatively, that for 
every factory job five other jobs are created for the butcher, baker, and candle- 
stick maker. ' 
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INDIVIDUAL SMALL BUSINESS 


MEMBER BANK 


FIGURE 10.—Capital bank. 


In addition to tax relief, small business needs a new and adequate source of 
capital. To meet this need the Smaller Business Association of New England 
strongly recommends the capital bank plan. And several plans have been sub- 
mitted as bills to Congress. This plan on this slide which established a capital 
bank in each Federal Reserve department. We believe that this bank should 
provide long-term advances and adequate capital for small businesses. We con- 
sider it a means of providing small businesses with the opportunity to obtain 
long-term funds, which in the majority of cases is what is currently unavailable. 
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SPECIFIC TAX RECOMMENDATIONS OF THE SMALL BUSINESS ASSOCIATION OF NEW 
ENGLAND 


1. Extend present accelerated depreciation methods to used plant and equip- 
ment. 

2. Permit as an annual tax deduction an allowance of a portion of profits 
invested in plant and equipment with a reasonable ceiling on the maximum 
allowance. 

3. Extend the operating loss carryback provision from 2 to 5 years. 

4. Give small corporations option to file Federal income tax returns as a 
partnership. 

5. Revision of the Federal estate tax laws so as to provide that where an 
estate consists largely of holdings in closely held small businesses, the taxpayers 
have the option of paying the taxes over a period of 10 years. 

6. Legislation by Congress to enable the creation of capital bands in order 
to increase the flow of capital to small business. 

7. Reduction of the Federal income tax on all business undertakings on the 
first $25,000 of income. 

SIGNIFICANCE OF THESE FIGURES 


By our charts we have shown how serious the problem of unemployment is in 
New England today. 

This is a serious crisis demanding the use of one of the most powerful weapons 
available to the Federal Government, i. e—make tax revisions in order to fur- 
nish capital to small business, which will act as seed money, and allow these 
employers to improve their businesses, and in turn put unemployed people back 
to work. 

Tax reduction would be a most effective move to start the economy toward 
prosperity again as it did in 1948 and 1949. To delay action is to invite the 
possibilty of a deeper recession and increase the problems to freightening pro- 
portions. 

Lack of available sales is one of the major reasons that small business cannot 
put men back to work. In many cases this is due to a poor competitive position 
because of high production costs, all brought on by lack of working capital, 
obsolete plant and equipment, or a general shortage of invested capital. 

Why does this condition exist today, we ask? 

We believe it is because of discriminatory taxation, unfair depreciation poli- 
cies, and inability of small business to use normal equity capital markets. 

To day we have shown most effectively that the survival of small business 
depends upon the willingness of Congress to adopt legislation which will correct 
this situation, i. e. by allowing small business concerns greater sources of 
capital—these recommendations being tax revision, retained earnings allow- 
ance, used depreciation schedule, and the establishment of a capital bank system. 

In view of this serious situation, we strongly recommend action. 


Insured unemployment, New England, Mar. 22, 1958 
Total unemployed 
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The CuatrMan. Mr. Mumma. 

Mr. Mumma. Governor, I think my first term in Congress was your 
last, and I am glad to see you back again. 

Governor Furcouo. Lam glad to see you. 

Mr. Mumma. I was looking at these unemployment figures. I was 
interested in what peculiar situations prevail in Lawrence. 

Did you get a big industrial revolution down there? 

Governor Furcoro. Yes. Lawrence, at one time, was considered 
the problem spot of Massachusetts in the sense that ate 
there had always been extremely high, sometimes going as high, I 
think, as 25 percent of the working force. It was not an abnormal 
condition there. 

If I might just say parenthetically, because I think it might be of 
interest, even when Lawrence was the ‘hardest hit community, with 25 
percent or more of the working force out of work, the contributions 
of the people of Lawrence to the various drives, such as community 
chests and things of that nature, was always among the top in the 
State, which I thought was quite a compliment to them. 

Lawrence had unemployment for quite some time. They needed 
diversification, and they began trying to diversify, and they managed 
to bring in some very large industry, and they had mills there, huge 
mills that had been empty for quite some time. They made a drive 
and brought in outside industry, and I think out in that general area 
they have had more new employment in new fields than perhaps any 
other area of the State. 

Mr. Mumma. They only had 10 percent now. The smallest reces- 
sion unemployment in the State. 

Governor Furco.o. I beg your pardon ? 

Mr. Mumma. Here is the thing: The general average for unemployed 
in 1958 is 11, 12.6, and 11.9, but in Lawrence it is only 10.1. 

It ison page 22. 

Governor Furcoio. These figures I have listed here are the four 
major textile towns in the state. 

We have many industries other than textiles. 

Mr. Mumma. You do have the word “textile” in there. 

Governor Furcoro. Yes. 

These are the four major textile communities. 

Mr. Mumma. I guess your State has the somewhat questionable 
honor of being the first State raided. 

Governor Furco.o. Pardon? 

Mr. Mumma. The first State in which the textile industries were hit. 

Governor Furco.o. Yes, the textile industries were hit very hard. 
Many of the textile industries went to other regions of the country. 
It is one of the reasons why Massachusetts has been making some 
change from a soft-goods State to a 50-50 hard-goods, soft- goods State. 

Mr. Wiwnatt. Will the gentleman yield ? 

Mr. Mumma. Yes. 

Mr. Wipnatu. Was that effort which was so successful due to the 
community development board ? 

Mr. Mumma. Yes. 

Governor Furcoto. I would say primarily it was a community de- 
velopment. They set up a development coporation in there, and the 
mayor of Lawrence and many others participated in it. 








192 LEGISLATION TO RELIEVE UNEMPLOYMENT 


They came to Washington and sought assistance here, too. 

But I would say basically it was an effort that was begun by the 
citizens under this development corporation. 

Mr. Wipnatt. Is there any documentation of that we could have 
and place in the record ? 

Governor Furco.o. Yes, as a matter of fact, I would be glad to send 
something down that the city of Lawrence put out here some months 
ago, I think calling it the Lawrence Story. 

Mr. WipNALL. i would like permission to have that story in the 
record. 


The Cuamman. Without objection, that will be done. 
(The story referred to above is as follows :) 


$50,000 Raisep To PromMoTtE DowNTOWN LAWRENCE 


One of the outstanding accomplishments in the history of the Greater Law- 
rence Chamber of Commerce was the raising of a fund of more than $50,000 
last February to promote the central business district of Lawrence. 

The campaign was headed by Charles J. McCabe as chairman, and 60 busi- 
nessmen were formed into a task force to carry out the recommendations. 
Evidence of the planning and effort entailed was shown in the amount raised, 
compared to promotion funds of the past, none of which surpassed $3,000. 

The following is an analysis of the campaign as submitted by the chamber: 

It became evident within the last few years that something would have to be 
done to promote Lawrence’s downtown business area if it was to survive and 
keep pace with our new diversified industrial expansion. Stores were closing 
on our main street and the downtown business area was in the doldrums. 

It was necessary that we find out why the businessmen of the area were not 
obtaining the potential business that we felt existed in the Greater Lawrence 
market and to determine how the city could best serve and protect a valuable 
commercial area for the benefit of the community. 

Early in 1957, Prof. James F. Liebke of the firm of James F. Liebke & Asso- 
ciates, marketing and economic research consultants, was hired by the city of 
Lawrence and the Greater Lawrence Chamber of Commerce for the specific 
purpose of analyzing the physical characteristics of the central business district 
for the purpose of recommending corrective actions— 

1. To protect sagging valuations and tax income of the central business 
district to the city of Lawrence. 

2. To retain and increase the commercial activities of the central busi- 
ness district. 

This study, completed in September of 1957, suggested the setting up of a task 
force composed of 60 businessmen to carry out the 13 recommendations made in 
the report. This was done at once. 

The campaign chairman and the executive director of the chamber of com- 
merce worked in off hours for a period of 30 days prior to the start of the 
indoctrination meetings assembling statistics and data on the downtown area. 
In addition to this, they both prepared a hard-driving one-half hour talk filled 
with the assembled data and statistics. The talks were broken down into two 
parts, as follows: 

A. A Challenge to Complacency by the campaign chairman Charles J. McCabe. 
This covered such topics, all related to Greater Lawrence, as— 

1. Economic recovery of community industrially. (Early in 1949, Greater 
Lawrence was listed as the Nation’s No. 1 unemployment problem.) 

2. Increase of $38,776,000 between 1951 and 1956 in effective buying 
income. 

3. Increase in bank deposits of $63,662,450 in last 5 years. 

4. United fund contributions increased 84.4 percent between 1951 and 
1956. 

5. Increase of 95 percent in long-distance telephone circuits. 

6. Retail sales increase of only 1.2 percent whereas remainder of State 
showed an average increase of 15 percent. 

7. Thirty-four vacant stores in downtown area including a 6-foot strip 
of actual pictures. 
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8. Actual radio tape recordings of jingles used to pull customers to shop- 
ping centers. 

9. Actual copies of full-page newspaper advertisements of out-of-town 
and shopping-center competitors. 

10. Increase in tax rates as downtown Lawrence, which comprises 2 
percent of the city’s land area, pays 18 percent of the entire taxes of the 
city. 

The first of the 13 recommendations was: Increased promotion of the central 
business district. Up until this time the largest amount of money ever raised 
in any 1 year for our local downtown promotion had been $3,000 which had al- 
ways been raised by the retail trade board of the chamber of commerce. Be- 
cause of the recommendations in the report it was felt that in addition to the 
businessmen who operate the retail stores, we should also include in our drive 
for promotional funds, the city government, downtown property owners, finan- 
cial institutions, public utilities, restaurants, advertising mediums, and insurance 
and real-estate men. These additional groups were included and expressed their 
appreciation for having been asked to participate. One hundred percent of 
some of the groups and a substantial number of all of them made contributions 
to the campaign. 

During the campaign between February 14 and 25, the total amount raised 
was $51,442.15. 

11. Display of identical merchandise purchased out of town that could 
be purchased cheaper locally. 

12. Case histories of actual customers who had been bilked on purchase 
of out-of-town so-called discount merchandise. 

B. Dollars and More Sense, by the executive director of the chamber of com- 
merce, Paul J. Greeley. This talk was graphically described by the use of cards, 
charts, and a previously worked-out complete promotional advertising campaign 
as to what would be done with the campaign fund. It covered such items as: 

1. Newspaper advertising. 

2. Radio advertising. 

3. Direct mail campaign. 

4. Sales ideas. 

5. Six suggestion-system awards for all employees in downtown stores. 

6. Offering of substantial award to 1 of the 62 marketing majors at Merri- 
mack College, all of whom would write their thesis on Suggested Methods 
for Increasing Retail Sales in Downtown Lawrence. 

It was very carefully explained to every businessman attending the indoctri- 
nation meetings that no one would high pressure him into investing; that all we 
were attempting to do was to have him listen to our story so that he might fully 
understand the economic conditions in the downtown area; that he would be 
presented a pledge card to complete after the meeting and he could exercise his 
own judgment. 

The results were beyond our fondest expectations, and many at each meeting 
signed their cards (the minimum was $120 per year to be billed at $10 per month) 
before they left the room. In cases where the prospective investor had not 
signed and returned his pledge card within 48 hours, a volunteer member of the 
retail trade board who had already invested would contact him for an immediate 
answer and return of the card. Several thousands of dollars were returned in 
this manner, although the major portion of the fund came in at the time of the 
indoctrination meetings. 

While some of our early meetings had only 2 or 3 businessmen in attendance 
(and these were given the same talk as though there had been 10 present), after 
the first day or two the drive gained momentum and before its conclusion some 
places of business were sending their entire staffs to hear the story of downtown 
Lawrence. There were 32 in attendance at the largest meeting held. As noted 
in the statistics, meetings were held at 10: 30 a. m., 2:30 p. m., and 5:45 p. m., 
in order that all local businessmen could attend one of the meetings at his con- 
venience. Some of the businessmen became so interested that they attended 
2 or 3 of the meetings. 

CONCLUSION 


The success of the drive would indicate that the downtown businessman is 
ready, willing, and able to enter into year-long day-by-day promotion of the 
downtown area if he is furnished with the leadership necessary to get the promo- 
tion underway. 
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Mr. Wipnatt. Thank you. 

Mr. Mumma. Governor, if you sit here day by day, you will notice 
that various members of the committee have different angles. 

Now, Mr. Patnam has something about the small banks. 

Mr. Multer is on interest rates. 

I happen to be particularly interested in public works, and it strikes 
me that all these bi ig projects you talk about call for a certain class of 
labor which is may be more or less restricted. 

Now, your plans for training that kind of labor in some of these 
trades restrict it a good bit. 

I mean, they only allow so many apprentices, and there would be 
very few opportunities to obtain work there. 

Do you agree with me in that ? 

Governor Furcoro. I think there is great opportunity for retrain- 
ing, if that is what you were directing your attention to. 

Mr. Mumma. Yes. 

There are certain trades which only allow so many. 

Governor Furcoo. I think in Massachusetts, at least, and I suppose 
this is true in many other areas, where you are getting into diversifica- 
tion, the retraining program can be particul: rly valuable and helpful 
in newer fields: electronics, nuclear, and so on. 

It is also particularly helpful as far as women are concerned, I think. 
We have suggested some programs in Massachusetts, in connection 
with retraining, that could be helpful not only as far as this temporary 
unemployment situation is concerned, but would actually give Massa- 
chusetts a more skilled labor force. 

The retraining program that we pee had in mind has not been 
primarily in the construction work field, I don’t think. 

The CuarrmMan. That is all. 

Mr. Mumma. Thank you. 

The CuarrMan. Mr. alg poe 

Mr. Apponizi1o. Governor, I am happy to see you here today. 

Governor Furcoro. I am glad to see you. 

Mr. Apponizi0. Cert: Linly, I want to go along with the remarks my 
colleagues have made with respect to the ver y high regard we have for 
you here in W ashington, and the deep respect in which we hold you. 

I also want to congratulate you on your very fine statement. I think 
it is indicative of the fine training you have received here in 
Washington. 

Governor Furcoio. Thank you. 

Mr. Apponiz1o. Now, Governor— 

Governor Furcoro. I would like to come back here and continue that 
training. [ Laughter. | 

Mr. Apponizio. We would like to have you. 

Mr. Muvrer. Once a Congressman, always a Congressman. 

Governor Furco.o. That is right. 

Mr. Apponizio. You are aware of the Full Employment Act of 
1946; are you not ¢ 

Governor Furcoro. Yes. 

Mr. Apponiz1o. Don’t you feel the Congress, under the terms of that 
act, has a mandate to take action to alleviate the present recession ¢ 
And don’t you feel, also, the community-services bill and depressed- 
areas bill could make a contribution towards carrying out this man- 
date ? 
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Governor Furconio. Yes; I do. 

Mr. Apponiz1o. I think I heard you mention cutting taxes. I know 
this committee does not have jurisdiction over that matter, but I think 
this committee would like to hear what you had in mind. 

Governor Furco.o. It seems to me a tax cut at the present time, if it 
is to be considered by the Congress, should keep in mind where it will 
do the most good as far as consumer purchasing power is concerned, 
and I think that is generally recognized, but in addition—and I don’t 

think this has perhaps been so w ide sly recognized—any tax cut should 
take into account the fact that in business it can be helpful as far as 
leading to investment capital. 

If a tax cut is planned out so that a small-business man knows 

xactly when he may expect this periodic cut, if it is to be that, or this 
periodic assistance, it is helpful to him, as far as seeking to expand, and 
things of that nature. 

So I think the two points should be taken into account ,when you are 
talking about tax cuts. 

If Congress is making a tax cut, it should take into account not only 
the need to have consumer-purchasing power, but also the point of view 
of small business. 

Mr. Apponiz1o. Governor, I gathered from listening to your state- 
ments that you feel the administration’s hard- money policy was one 
of the major causes for the present economic recession. Am I correct 
in assuming that ? 

Governor Furcoto. I certainly do. In fact, I think that could be 
underlined, as far as my opinion is concerned. 

Mr. Apponiz1o. Thank you. 

That is all, Mr. Chairman. 

The Cuatrman. Mr. Heistand—— 

Mr. Hetsranp. Governor, I too compliment you on your statement. 

Governor Furcoto. Thank you. 

Mr. Hiesranp. It comes as a refreshing breeze from a State in which 
I once lived and for which I also always have considerable affection. 

Governor Furcoio. Iam very pleased to hear that. I hope you will 
come back there for a visit at least, sometime. 

Mr. Hiestanp. I shall. 

Turning to Mr. Addonizio’s remarks on the tax situation, your ref- 
erence had particularly to do with relief for the textile industry, as I 
recall it, and I am sure that most of us are familiar with the problems 
you face there. 

I am happy to compliment you also on your attitude on a tax read- 
justment which might be termed helping to create more jobs, or incen- 
tive taxation, rather than punitive taxation. You agree in general with 
the principle of incentive taxation to create more jobs, rather than 
punitive to prevent or punish ? 

Governor Furcoro. You always hope a tax will be incentive rather 
than punitive. But whatever the amount of the tax the one paying it 
feels he is always being punished a little bit. But I agree if it is 
possible to give some incentive it is better to do that. 

Mr. Hiestanp. I have a note on the bottom of page 17 of a slight 
mistake, I feel you would want to have corrected. In discussing the 
Small Business Administration, you make the statement the Small 
Business Administration did not consider accounts receivable in mak- 
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ing its direct loans, on nonparticipating loans. Actually, that happens 
to be a mistake since the SBA does consider it and considers accounts 
receivable in assets in making loans. 

As I had something to do with one last month I thought you would 
like to be aware of that. 

Governor Furco.o. I appreciate that. 

Mr. Hiestanp. The other problem is this. I take my hat off to 
several of the towns in Massachusetts other than Lawrence for their 
getup and go to correct that which would have been a continuing 
chronic unemployment situation by attracting industries. How muc h 
of the present unemployment would you say could be characterized, 
just in round figures, as the present recession, as contrasted with the 
chronic situation due tochanging industries ? 

Governor Furcoxo. I will : supply the figures for the committee. 

My guess or estimate would be something over 100,000. 

Mr. Hiesranp. Percentagewise, that might be as much as 50 
percent then ? 

Governor Furcoio. That would be my guess, but I would prefer 
o— 

Mr. Hrestanp. As I say, I take my hat off to Massachusetts for their 
effort to dig up new jobs and get new industries. The thing that con- 
cerns me on this very large spending program which you advocate, 
in addition to a great many other people, is that you must know large 
distribution of Federal and Government money, adding to the money 
supply, without increasing production for sale, is an inflationary 
pressure. 

I am sure you must realize that. 

Governor Furcoro. It is so characterized very often. I don’t think 
myself it would cause any real inflation, but I realize it is so char- 
acterized very often. 

Mr. Hiestanp. The adding of so-called “rag money” does not con- 
cern you so much ? 

Governor Furcoxo. Inflation would concern me as it concerns every- 
one, but I don’t think increasing the consumer purchasing power would 
create any real inflation that may be a problem, no. 

Mr. Hiestanp. While there may be a shortage of purchasing power 
in some places, the purchasing power seems to be adequate and forcing 
prices up instead of down, according to some of our experts. 

I am very heartily in sympathy w ‘ith your statement as a whole, and 
am happy to compliment you. 

Governor Furco.o. I appreciate that. 

I want to thank you too, for the reference to the get-up-and-go 
spirit in Massachusetts. We appreciate that in everything except as 
it has been interpreted by some segments of the textile industr y. We 
didn’t want them to get up and go. 

The Cuarrman. Mr. Barrett 

Mr. Barrett. It is very nice to see you again, Governor. 

Governor Furcoro. Thank you. 

Mr. Barrett. I want to say, for the purpose of brevity, that I agree 
with every compliment expressed here this morning. 

There is just one question I want to ask you, Governor: You 
indicated you have 7.5 percent of your labor force unemployed. 

Governor Furco.o. Yes. 
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Mr. Barrerr. And in 22 cities this figure is 10 percent higher. I 
was wondering if this increased percentage is due to automation ? 

Governor Furcoxo. I suppose—I am just trying to think—going 
through my mind some of the cities. Fort Campbell, Gloucester, is 
one of them that has been quite hard‘hit. That is a fishing area. 

I would not say that—no, my opinion would be “No.” My opinion 
would be “No.” 

Mr. Barrett. Governor, you are satisfied with the criteria estab- 
lished in section 4 of H. R. 6215? 

Governor Furcovo. I am not sure if I follow on that. 

Mr. Barrett. In section 4, the administrator would be required to 
designate as industrial redevelopment areas those areas which have 
8 percent or more unemployed, for 2 years, or at least 8 percent for 
6 months prior. 

Governor Furcoio. As I looked at those sections very briefly, I 
think they are going to be No. 1, very difficult of admission and sus- 
ceptible to many different interpretations as well. And thirdly, I 
don’t think you can wait until you have employment to that degree, 
and tothat extent. This is section 4. 

Mr. Barretr. What percentage would you consider fair for your 
State ? 

Governor Furco.o. I would say it should be something much 
closer to 5. 

Mr. Barrerr. Five percent; then you believe section 4 should be 
more liberalized. 

Governor Furcoio. Well, my general opinion of section 4 in that 
sense is that you sort of wait a little bit too long, before beginning to 
put out the fire, and sometimes it spreads. 

Mr. Barrett. In other words, the 2 years is too long, and even 12 
percent, 6 months prior, would be too low. 

Governor Furcoto. Yes. 

Mr. Barretr. Thank you very much, Governor. 

The Cuarrman. Mr. Henderson. 

Mr. Henperson. Mr. Governor, on page 15 of your statement you 
have made mention of a burdensome tariff policy which has had some 
effect on the textile industry. That is an area in which the Federal 
Government has had quite a bit to say. What would you suggest in 
—— of change to alleviate some of the burdensomeness of the tariff 
policy ? 

Governor Furcoxo. If the national tariff policy favors Japan, for 
example, at the expense of, say, the textile industry in Massachusetts, 
and if it be donna necessary as a national policy to have that type of 
tariff policy, I would say that since it is for the protection of the entire 
Nation, then the entire Nation should bear the burden of it, and not 
simply one industry. 

In effect, what that tariff policy has done, I believe, is to say we need 
a tariff policy to protect the entire Nation but we are just going to 
put the burden of it on the textile industry. And it seems to me if it is 
a national policy—whether the answer to it is a subsidy or something 
of that sort is something to be considered. 

Mr. Henverson. It has been suggested in argument on behalf of 
the present tariff policy that so many, many people are working today 
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producing goods that are sold abroad, that if we were to really change 
our tariff policy, that would put even more people out of work. 

Do you agree with that ? 

Governor Furcoro. There have been some illustrations of it in some 
areas. I think for example—I don’t know what the situation was in 
Ohio, but my general recollection has been they had some potteries and 
other industries there that were hard hit because of tariff policies. 

Mr. Henverson. Do you believe that an industry such as the textile 
industry should be sacrificed just for the economic benefit of other 
industries ¢ 

Governor Furcoro. No. 

Mr. Henverson. I am glad to hear you say that, Governor, because 
it squares very much with some ideas that I have, particularly with 
regard to pottery, glass, and some of the things you have mentioned- 
oil, coal, and the ‘like. 

What will the Commonwealth of Massachusetts do if Congress does 
not provide appropriate legislation to alleviate unemployment con- 
ditions? 

Governor Furcoro. I know what I will try to do, but what the Com- 
monwealth will finally succeed in doing is another matter, because I 
have to recommend to the legislature, they pass upon it. I have 
suggested a program that will provide thous: ands of jobs under a bond 
issue. 

If Federal programs are not forthcoming I would suggest that we 
will just have to do the best we can on our own. 

I will be prepared to make those suggestions. Whether or not the 
legislature will go along with them, is another story. 

But we are not going to let people go hungry in Massachusetts. 

Mr. Hunperson. The reason I asked that question, Governor, is 
because I have a feeling myself that we have been in the past genera- 
tion or two tending toward strengthening the hands of the Federal 
Government at the expense of the States, and the position we have 
arrived at now is one in which the State has been very much sub- 
ordinated to the Federal Government. The question that comes to 
my mind is, How much further should we go in that direction ? 

Governor Furcoro. There is a movement afoot that I found very 
many people in Massachusetts were in favor of and that was this 
program of in effect giving back to the State those things that 
belonged to them and somehow or other the Federal Government 
had taken over. 

I found a great many people were in favor of it. 

But when I outlined to them the Federal Government in giving 
these things is going to say to the State: we are also going to give 
you the privilege of paying for them too, it made quite a difference. 

Connecticut had, I think, something like $40 mililon in urban re- 
newal programs. There was no way ‘the State could do it by itself 
without that Federal program. If the Federal program is té iken away 
and the Federal participation in it, you are going to find some of 
the States cannot carry the burden of doing it alone. 

I do not subscribe to the theory that all these matters should go back 
to the local governments. I think: that the people themselves in a 
State will not subscribe to most of those theories, once they under- 
stand exactly what is included in the program. I found most people 
did not understand and when they found out what it would mean 
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in an urban-renewal program and in the field of education and voca- 
tional training, they suddenly realized it is not just a paternalistic 
Federal Government seeking to do things the State itself could do, 
but it was rather a situation where these ] programs would be stopped 
because the States alone could not do them. 

Mr. Henperson. Governor, we have not been successful in turning 
back the hands of the clock on anything we have done and that is one 
thing that disturbs some of us under the legislation we are consider- 
ing today. 

We are dealing with emergency legislation, for the situation at 
the moment. We may be doing some things that will become a perma- 
nent part of our governmental policy. They may, in turn, provide 
an additional incentive for the States to become even further sub- 
ordinated, to become middlemen for the Federal Government. 

Governor Furcoto. There are certain fields where it seems only the 
Federal Government can take effective and constructive action. I 
mentioned before that we in Massachusetts have certain benefits for 
our working people, and aging people, and other programs. 

Other States have a different kind of program, and there being no 
uniformity among the States one State against another is placed at 
a disadvantage. 

That leads to dislocation of industry which is not good for the 
country or industry. An industry will pick up and go to a State 
that does not have the same social security or unemployment insurance, 
or compensation benefits, thinking they are going to get some benefit 
for the business, because they will have lower taxes due to the absence 
of these programs. They get there and gradually that State has to 
come up to some extent and then the industry has to go some place else. 

Only the Federal Government by having some sort of uniform 
standard and giving some guidance and direction and leadership in 
that field can do very much to any degree to help the States reaching 
a state of uniformity. 

The Cuamman. Mrs. Sullivan— 

Mrs. Sutuivan. I recognize and agree with my colleagues you cov- 
ered the bills before the committee in a very complete manner. I also 
agree with Mr. Patman’s remarks on the low interest rates on the 
community facilities bill, in order to encourage the communities to 
take action on the many projects they need. 

This, I think should go a long way toward helping the people to 
get, back on some permanent employment rolls and I wonder whether 
you agree to that? 

Governor Furcoio. Yes. 

And I think, too, we must never lose sight of the fact Government 
is primarily concerned with people and has to do something with pro- 
grams that will be helpful to people in getting employ ment and hav- 
ing these other projects that are so beneficial to all. I do agree. 

Mrs. Suttivan. The low interest rate on a long amortization would 
certainly encourage them to get into these long-range programs. 

Governor Furcoro. Yes. 

Back, as I say, a little over a year ago when I was talking about 
having a lower interest rate through the medium of Federal funds 
and loans made to various States I made a survey through the Nation 
to find out what was happening and found out there were many places 
that humanitarian projects we all believe in, hospitals being built, 
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schools being built, were being delayed and postponed and one major 
reason was the State did not have the money and could not borrow 
the money because of what I regarded as exorbitant interest rates 
and it was important the Government do something. I discussed it 
with bankers. 

I found there was not a banker I talked to in favor of the program 
I suggested. I said to several of them: “What is the story? Don’t 
you think Massachusetts will pay its bills? Why is the interest rate 
so high? Is it because the banks don’t have faith in the State paying 
its bill?” 

His answer was, it was not that at all. 

They knew the States would pay. It was just very simply the 
bankers felt it would be nice to have the interest rate at 4 or 5 percent 
or whatever it might be not from a desire to make money or anything 
like that, but solely because they thought that was conducive to reduc- 
ing inflation or unwise expansion or things of that nature. 

Mrs. Sutuivan. It just simply was ont profitable enough for the 
bankers to encourage the communities to go ahead with those needed 
projects, unless they could get the higher interest rates. 

Governor Furcoto. That is right. 

Mrs. Sutiivan. There is only one other thing I would like to ask 
you, Governor. 

Are you familiar with the Randall Commission report where David 
McDonald offered or filed an amendment to the report, and that is, 
if we are going to lower tariffs to the point where it would affect 
some areas, should the Government step in and help those industries 
that are so affected ? 

Governor Furcoro. I am not sufficiently familiar with the Randall 
report to comment on it directly except to say, as I have pointed 
out, that if you have a segment of industry that is financing or carry- 
ing the total burden of the national policy, that that industry should 
be helped by the Government. I think that perhaps would be the 
answer. 

Mrs. Sutxivan. Thank you, Governor. 

That is all, Mr. Chairman. 

The Cuarrman. Mr. Chamberlain. 

Mr. Cuampertain. I would like to apologize, Governor, for not 
being here early enough to hear your statement which you have given 
the committee. I have a copy of it. I assure you I will study it. 

I want to join my colleagues in thanking you for coming down to 
appear before the committee. I am particular ly anxious to have your 
views urging that some uniformity be established among the States 
with regard to workmen’s compensation. 

Thank you very much. 

The CuarrMan. Mrs. Griffith. 

Mrs. Grirrirus. I would like to ask you, Governor, if a tax cut were 
given would that encourage investment and expansion of facilities 
and if that investment were in new plants outside of the cities in 
which the old plants were located, don’t you feel that that aggravates 
the problems of cities of the country ? 

Governor Furcor. If I understand your comment, I think that in 
some ways it can. 

Mrs. Grirrirus. Would you care to comment on the fact that if such 
a tax cut were given, and the industry contemplates moving outside 
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the city, that it would be a wise thing for us to push urban renewal 
bills that permits the Federal Government to clear old plants, old 
warehouses and houses, and sell the land to industry at a competitive 
price? 

Governor Furcoxo. I think that could be helpful in many ways. 

Mrs. Grirrirus. In those instances where a factory is built that 
results in tremendous automation and substantial reduction in the 
number of employees, do you think it would be possible to require that 
the management must itself retrain, aid in retaining, or lower the price 
of the product? 

Governor Furcoro. I think you have lost me somewhere along the 
line. 

Mrs. GrirritHs. Automation has occurred. 

They have additional tax reduction. They have been permitted to 
build this plant; 75 percent of your employees have been laid off, be- 
cause the plant is fully automatic. 

Do you feel that the industry itself would have some responsibility 
to retain those employees, or would it have some responsibility to the 
public to lower the price. 

Governor Furcoro. Well, you would like to hope that the industry 
might want to do either one or both. 

As to ways and means of accomplishing that, I think it would be 
quite difficult. As far as the retraining feature of it are concerned, 
we have been trying to amend some of our laws in Massachusetts to 

ermit a greater participation in retraining programs by industry and 

have submitted some suggestions which might be helpful in that 
regard. 

The other part of your question I frankly would find it rather 
difficult to comment upon. 

Mrs. Grirrirus. I would like to point out in this morning’s Wall 
Street Journal, Reynolds Metals, though, announced a reason for 
being for a price reduction or against 1t. On a recent 2-cents-per- 
pound-price cut in aluminum, Mr. Reynolds said: 

We do not believe the price cut will greatly increase the amount of aluminum 
used. Instead, it will increase hesitation to buy on a down market. We would 
rather have volume than price. 

So you see there is just no hope under such circumstance that you 
are ever going to get a reduction in the price. They are not going to 
reduce it while there is not a demand and they are not going to reduce 
it when there is a demand, for fear they will decrease the already 
decreased demand. 

Thank you very much. 

Governor Furcoto. That is a point and I agree with it. 

The Cuatrman. Mr. Breeding. 

Mr. Breepine. Thank you very much, Mr. Chairman. 

Governor, it is an honor to have you here this morning and I want 
to join with my colleagues in complimenting you on a fine presentation 
here. I would like to ask you this question: In what economic condi- 
tion are the farmers of your State, at the present time? 

Governor Furcoro. I don’t think the farmers’ condition there can 
be compared with the condition in many other areas of the coun- 
try. I don’t think that they are as badly off, perhaps, as they are in 
other areas of the country. But a farmer, whether it be in Massa- 
chusetts, or elsewhere, always has a struggle and while they have been 
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helped in large measure over the years, they still need assistance. 

Question 2 has to do with reference to ‘the type of farmer, and things 
of that nature. 

We do not have a very large agricultural population in Massachu- 
setts. We have many ‘dairy farmers. We have some small truck 
farmers and we have hay and produce farmers and so forth, but I don’t 
think you can really compare conditions of a farmer in Massachusetts 
perhaps with a farmer out in the Midwest section. 

Mr. Breepine. I gather that the dairy farmers in your State would 
be very unhappy w ith the reduction in the milk price effective April 1. 

Governor Furcoto. The dairy farmers I think will be. We have 
some problems affecting the dairy industry in Massachusetts that I 
don’t think are uncommon to that of States but are with many other 
States, too. 

Mr. Breepine. One further question, Governor. 

Whether we are in a recess or not in a recession, don’t you feel we 
are in an exceedingly serious situation because of the fact on a season- 
able adjusted basis unemployment nationally is now 7 percent of the 
total labor force, the highest level since the end of World War II? 

Governor Furconto. Yes. And as I pointed out in the beginning, I 
think it is important to keep in mind, at least it is my opinion, any 
statistics and figures which are given are always conservative. [ 
think the picture is always a little bit worse than the figures would 
indicate, because we have many many cases in Massachusetts where a 
person will not be listed as unemployed by us whose workweek 
working hours may be cut back. We have other cases where a person 
is receiving compensation and they go off the rolls, as far as some 
reports are concerned. If they use unemployment-compensation 
recipients as a basis for statistics, he is merely a statistic, even though 
he is a pretty hungry statistic if he goes off the list of those being con- 
sidered as unemployed merely because his unemployment compensa- 
tion has stopped. 

He is still unemployed and in an even worse condition, because he 
is now unemployed and does not even have unemployment compensa- 
tion. 

So I think the situation is serious and I think it is perhaps much 
more severe than the statistics themselves indicate, because the figures 
do not take into account these other factors that I have mentioned. 

Mr. Breeptnc. Thank you, Governor. Thank you, Mr. Chairman. 

The Cuatrman. Governor, I am speaking on behalf of the commit- 
tee when I say we thank you for your very able and thoughtful state- 
ment. It has been a pleasure to renew our agreeable associations with 
you. We hope you will come back often. Your distinguished career 
I know will be a spur to the hopes and ambitions of some of our mem- 
bers. 

We wish you good luck and happiness. 

Governor Furcovo. Thank you very much, Mr. Chairman. 

I am very grateful to you and the committee for the consideration 
shown. 

Thank you. 

The Cuatrman. Thank you. 

We will adjourn and meet tomorrow at 10 o’clock. 

(At 12:10 p. m., the committee adjourned, to reconvene at 10 a. m., 
Friday, April 18, 1958.) 
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House or RepresENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met, pursuant to adjournment, at 10 a. m., the 
Honorable Brent Spence, chairman, presiding. 

Present: Messrs: Spence, Brown, Patman, Rains, Multer, Addoni- 
zio, Barrett, Mrs. Sullivan, Mr. Reuss, Mrs. Griffiths, Messrs. Ashley, 
Vanik, Healey, Rutherford, Coad, Anderson, Breeding, Talle, Kil- 
burn, McDonough, Widnall, Betts, Mumma, McVey, Hiestand, Bass, 

Seely-Brown, Siler, Henderson, and Chamberlain. 

The Cuarrman. We are honored today by having as a witness 
Governor Clement of Tennessee. I know he has some problems of 
unemployment, in his State, and I am quite sure he can give us in- 
formation which will be useful to the committee. 

We are very glad to have you here today. You may proceed as 
you please. You may read your statement and then subject your- 
self to interrogation or proceed as you desire. 


STATEMENT OF HON. FRANK G. CLEMENT, GOVERNOR OF THE 
STATE OF TENNESSEE 


Governor Ciement. Thank you very much, Mr. Chairman, and 
distinguished members of the committee, and you Congressmen. 

I certainly do want to express my appreciation for the fact you 
would let me come up here and talk with you for a few minutes 
about some problems which are bothering us a great deal. 

I would like to present to the committee a distinguished friend 
of mine who is Congressman from the district wherein is located 
the State capital of Tennessee, Congressman J. Carlton Loser. 

Mr. Loser. Thank you very much. 

The Cuarrman. We would be glad to have you come up and sit 
with the committee, Mr. Loser. 

Governor Ciement. I would like also at the outset for the con- 
venience of the committee, to present several people whom we have 
brought up here from Tennessee, for the very purpose of being of 
help to this committee if we possibly can. 

We feel that you have done us a great honor by permitting us to 
participate in these hearings. So feeling we should do everything 
we could to be of help to the committee and not to just come up 
here and complain, I have brought with me the highest ranking ex- 
perts, if there is such a term, we have available ‘to us in our de- 

artment of employment security, as well as the department of 
abor. 
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On my left is Commissioner Donald M. McSween, the commis- 
sioner of employment security in Tennessee, who has been in that 
post 5 years and 3 months. 

To his left is Dr. E. J. Eberling, chief of research and statistics, 
who should be very familiar to this group as a result of his nation- 
wide and internationally noted chairmanship of committees dealing 
with problems affecting this country. 

To my rear, we have Mr. Paul Jessen, the director of the employ- 
ment services ‘division of our employment security department. 

We have also to my rear Mr. Emmett Conner, the director of the 
employment insurance division. 

We have Mr. William L. Moore, the chief counsel of our same 
department. 

We have Mr. Warren Robeson, chief of methods, standards and pro- 
cedures in the employment security department. 

You have been kind enough to permit him to be here during these 
hearings so he could keep us advised. 

We have Mr. Burr Cullom, the chief of public relations of the 
department. 

We have Commissioner William Parham, who has been commis- 
sioner of labor for 5 years and 3 months. We felt these people should 
be here with me, so that if any question is brought up by the members 
of this committee, which I didn’t answer, which I am certainly sure 
will be the case, we will try to let one of these gentlemen give to you 
the answer. 

If we do not have the answer among us, we will get the answer 
for the committee, and place it in the record, with your permission. 

Speaking personally, and for the 314 million Tennesseans whom I 
represent, I am extremely grateful for this opportunity to present 
to this important congressional committee our economic problems. 
It is my fervent hope that, together, we may speedily and effectively 
overcome the current economic setback. 

I know that you have received information of vital significance 
from former President Truman and the chief executives who have 
preceded me in these hearings, and I am sure pertinent and important 
contributions will be made by those who are scheduled to appear later. 

In thus listening to testimony concerning the economic problems 
that plague all of the States, I am sure there will emanate from your 
deliberations a sound legislative program that will help the people of 
this country to master the problem of unemployment now bringing 
such widespread distress. 

Borrowing a few words from one of my State’s illustrious Sen- 
ators, Edward Ward Carmack, Tennessee “is a land that has known 
sorrows. It has broken the ashen crust and moistened it with her 
tears.” 

I would add to Carmack’s words that Tennessee also has basked in 
the sunshine of contentment. It has reeled under the impact of wa1 
that burned its homes and barns, shattered its economy, and turned 
its soil red with the blood of its sons. 

It has felt the heel of oppression, and, though deeply humiliated 
by the sting of defeat, it lived up to the spirit that ¢ gave it the proud 
nickname of the “Volunteer State,” the only State i in the Union with 
a name of that significance, and turned resolutely to rebuilding a 
devastated land. 
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Fighting odds of overwhelming dimensions, Tennessee took stock 
of its resources, set about balancing its agriculture with industry, 
and it now bids fair to eventually become one of the most prosperous 
States in the Union. 

Out-of-State tourists travel our fine highway system from the 
Mississippi to the Great Smoky Mountains, and they write us letters 
of praise about what they have seen. They express surprise and ad- 
miration that we, so soon, have emerged from that status which, only 
a few years ago, termed us as a part of the Nation’s No. 1 economic 
problem. These words of praise make us happy, for we know they 
come from their hearts as sincere tributes to the fortitude, courage, 
resourcefulness, and energy of a great people. 

But, gentlemen of the committee, all of the vast development that 
has taken place, all of the skyscrapers, insurance and investment 
companies, stores, churches, universities, parks, highways, bridges, 
and fishing docks, all of these together are not enough to meet our 

rapidly expanding needs. 

Tennessee, like all of the States, is beset with employment and 
underemployment problems that stem from the changing tides of 
business, the advance of technology in both industry, and on the 
farm, and from a rising birthrate. One of our State officials in close 
touch with the situation describes our problem by saying, “We are 
witnessing an exciting race between the stork and job opportunities, 
and right now the stork is winning.” 

The tide of unemployment caused by a cyclical downturn in eco- 
nomic activity is, of course, a subject of great concern to all of us. 
All forms of unemployment increase during a general decline in 
business and production. Many people are added to the roll of the 
full-time unemployed, the amount of part-time work increases, and 
there is an increase in disguised unemployment. 

Hence, we arrive at a condition where there is mass unemploy- 
ment, which means a drop in family living standards, loss of property 
pure hased on installments, and many other hardships. 

Prevention of mass unemployment should be the Nation’s No. 1 
objective. Such an achievement would do more than anything else 
to benefit workers and strengthen the American economic system. 
The States are much concerned when a nationwide cyclical decline in 
business develops, since the State economy constitutes a segment of 
the national economy. 

Prices and values and, indeed, the extent to which many State 
resources are used are influenced to a major degree by national 
markets. Thus, when a national slump occurs, our economy suffers, 
also. In addition, unemployment problems which we had before the 
onset of the recession, or whatever you may call it, are all magnified 
by such a development. For example, we in Tennessee have been 
plagued for years with a chronic condition of unemployment in many 
of our rural counties, even in periods of high levels of employment 
nationally. 

Such areas customarily have a high rate of population growth as 
a result of high birthrates. Since the labor requirements of agricul- 
ture have declined continuously, the result has been the accumulation 
of large labor surpluses. Low incomes and excessive unemployment 
are characteristic of these areas. During periods of national pros- 
perity, this situation is alleviated somewhat by large-scale migration 
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from rural to urban industrial centers, both within and outside the 
State. 

During a recession like the current one, this movement is checked 
or even reversed, and the condition of chronic distress is greatly 
worsened. This latter development has occurred in Tennessee within 
the past 6 months. There are, currently, about 66,000 persons in the 
State who are listed as insured unemployed by the department of 
employment security. Of-this number, more than 11,000 consist of 
persons who left Tennessee to work in other States. 

Having lost their jobs in the current downslide, they have returned 
to Tennessee and filed claims for unemployment benefits against their 
former employers. 

Geographically, Tennessee is like Caesar’s Gaul. It is divided into 
three parts. We call them grand divisions, west, middle, and east— 
the only State in the Nation to be so divided, constitutionally, and 
they are so designated in our State constitution. 

West Tennessee is situated between the Mississippi and the Tennes- 
see Rivers. Its rural areas are largely low-lying, level country, given 
mainly to agriculture. Its thriving towns and cities, however, boast 
a variety of manufacturing establishments. 

Memphis, the largest city in west Tennessee and the metropolis of 
the State, is a vigorous and hustling community with hundreds of 
plants and warehouses that are served by a magnificent transportation 
system using rail, highway, air, and navigation facilities. Memphis 
is a large distributing center for the Midsouth. But agriculture pro- 
vides a principal source of income for most of the areas in the west- 
ern division. 

The middle division lies between the Tennessee River on the west 
and the Cumberland Plateau on the east, and it was in this division, 
I believe, Mr. Chairman, that your father was born. It is largely 
rolling land of growing importance as cattle and dairy country. Its 
farms produce a variety of crops, and certain areas are becoming 
nationally known for strawberries and beans. 

Nearly all of the cities and towns in the midstate area have one to 
several manufacturing enterprises but agriculture provides a large 
share of its total income. 

Nashville, the capital city, is a religious and educational center but 
it boasts a variety of manufacturing plants and service enterprises 
like investment houses and large insurance companies. 

East Tennessee, lying between the Cumberland Plateau and the 
Great Smoky Mountains on the North Carolina State line, is largely 
a region of mountains and broad valleys. Its historic and scenic 
points of interest attract millions of tourists every year. 

Its plateaus and valleys provide a sizable income from agriculture, 
such as stock raising, growing of tobacco, green beans, strawberries, 
and other crops. 

The eastern division boasts industries of diversified types but 
notably those related to wood, metals, chemicals, and coal. 

These few words give a quick glimpse of the economic base with 
which I felt you would want to be familiar, in each of 'Tennessee’s 
three grand divisions. 

The entire State is blessed with the great TVA system that has 
helped to stop soil erosion through encouragement of reforestation 
and the development of grazing land. 
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TVA has made possible a re increase in river navigation, 
prevented floods that long had ravaged the lowlands and sections of 

many cities, and provided water sperte and other forms of recreation 
for scores of thousands of Tennesseans and out-of-State tourists. 

TVA provides power for industries, homes, and farms in the water- 
shed, and about 56 percent of its power goes to great defense and 
atomic energy plants in the State. 


TENNESSEE’S HIGH UNEMPLOYMENT 


Most of what I have said thus far is on the bright side of our eco- 
nomic ledger. 

Now I come to the dark side. 

Insured unemployment rates in Tennessee have been somewhat 
higher than the national rate in recent years. ‘The current rate in 
Tennessee is about 9.5 percent compared with the Nation’s rate of 
nearly 8 percent. 

The rates for the East South Central States range from 7.9 per- 
cent in Alabama to 12.7 percent in Kentucky. 

Let me remind you that our problem is not peculiar to my State. 
We are not under quarantine. 

Once it was thought that when one section of the country suffered 
reverses other sections would not be hurt. 

But commerce flows across State lines and our national economy 
has become so interwoven that poor salmon runs in Alaska and in 
our great Northwest might change the smoking habits of thousands 
of fishermen. 

And that, in turn, might affect the incomes of tobacco growers in 
Greene County, Tenn. 

There are several major causes for Tennessee’s condition. They 
are associated with the vast and rapid changes in our economy during 
recent years. 

Among the causes I shall mention five. 

1. Curtailment of defense employment. 

Relative decline in agriculture as means of livelihood. 
Mass movement of rural population to cities in and out of the 
State. 
- Rapidly growing population and labor force. 
High seasonal and cyclical variations in business. 

As I have mentioned earlier, Tennessee’s industrial growth exc ‘ites 
one’s imagination for it has been at a faster rate than that of the Na- 
tion as a whole. 

This is most gratifying to us, for it reveals the folly of erecting 
economic barriers against any region. 

As you may recall, it now is not quite 6 years since the last vestige of 
freight-rate discrimination against the South was removed. 

I believe that was May 30, 1952. 

Perhaps this is an oversimplified statement but for possibly three- 
quarters of a century, if I recall the period correctly, Tennessee’s man- 
ufacturers, like others of the Southern States, were tied to a hitching 
post insofar as the large, profitable markets were concerned. 

Under the old rate structure it actually was possible for northern 
manufacturers to ship their fabricated products to southern points 
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more cheaply than our manufacturers could send their goods to 
northern markets. 

But now the shackles have been removed and our factories have 
better access to the large, profitable markets. 

The full benefits have not yet been realized but already our wages 
have been improved and our living conditions bettered. 

At the last report, Tennessee’s productive workers enjoyed one of 
the highest average weekly wage rates in 7 Southeastern States and 
for several recent years stood in the No. 1 spot. 

The State’s economy, until the World War IT period, was predomi- 
nantly agricultural. Agriculture is still very important, and I be- 
lieve it always will be. 

But, as will be explained more fully in the appendix to my remarks, 
which has been made available to the members of the committee, it is 
declining in relative pert ance as a source of income. 

The reasons are well known, improved methods, mechanization, ir- 
rigation, better seed, more potent fertilizer and the use of insecticides 
and pesticides. These aids make it possible to produce more and more 
with less and less manpower. 

In the face of a declining need for labor on farms, the rural areas 
have given us our highest birth rates. I am proud, very proud, that 
the old Volunteer State is in-what some call the Bible Belt. That's 
true, and our farm people obey the injunction in Holy Writ to “Go 
forth and replenish the earth.” 

In that respect, we are doing quite well, indeed. But you, gentle- 
men of this committee, can easily visualize what our big baby crop 
means to the taxpayers of most of our countries in providing schools 
and other necessary public services. 


OUT-MIGRATION 


With fewer job opportunities, rural people, mostly the youth, move 
to the cities for employment in the industries of Tennessee and other 
States. 

An estimated 314,000 left the State between 1940 and 1956, if I 
might direct myself, Mr. Chairman, to Congressman Patman, there 
used to be a saying “GTT,” or “Go to Texas. * Now “GTT” or “Gone 
to Detroit,” is what we hear down there now. 

With agricultural employment declining and manufacturing em- 
ployment increasing, it is easy to understand that Tennessee is ex- 
periencing both growing pains and those that accompany creeping 
infirmities. 

In an effort to provide a remedy many of our progressive towns 
have developed enterprises and have attracted manufacturing plants. 
These plants are welcome additions to the communities because they 
certainly stimulate trade in one-industry towns. 

I want to say if I might, Mr. Chairman, and I will elaborate 
a little more later. We didn’t think we had a moral right to come 
up here and ask for help from the Federal Government, without do- 
ing something ourselves, and we have done certain things and we 
are continuing to do them and expect to do more. 

For instance, we do not believe in the pirating of industry. We 
think that an industry which is happy < it is will not long be 


happy if we lure them to Tennessee, with subsidies which are un- 
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warranted if we encourage them to pull up the roots from the area 
where they are. 

We don’t think that is good for the country, for that area, and 
eventually will not be good for our State. But we do think industry 
should be encouraged to expand wherever possible and of course 
we do not want them to ‘aa the mistake of going anywhere else 
other than to our region. 

I took 10 men to Chicago recently. We made 107 visitations. 
By that, I mean we didn’t give any cocktail parties or any receptions. 
Instead, we called on industrialists, manufacturers, investment bank- 
ers, brokers and said, “May we visit you in your office in your plant,” 
and we did that on 107 separate occasions. 

We told them that we wanted them to know that the future would 
be bright for them if they would invest their millons of dollars in 
our area. We just don’t talk for Tennessee, we talk for our entire 
region because we think we will benefit by the overflow even if we 
don’t get them. 

In addition, I have encouraged our people in talking to our State 
officials in special conference to spend the money we are going to 
spend any way and to spend it now to create employment, to spend 
2 just as wisely as they would have otherwise, and just as econom- 

cally and for the same purpose but to go ahead and create the jobs 
now, to work nights, to get these plans off of the drawing boards 
and get men to work so they can support their families. So we have 
done several other things which I will touch on. But I want you 
to know we have not come here having been derelict in our own duty 
and I stated publicly to our people this is a cooperative venture and 
we had no right to put anything before Congress until we have done 
that. 

But once we have done that, we felt we have not only a right but a 
moral obligation to our people to come up here and tell our story 
and ask for such measures as might be warranted under the 
circumstances. 

However, many of these plants that I have been talking about 
operate only during harvest seasons, processing veget tables, fruits, 
and berries. A large number manufacture textiles and wearing 
apparel. 

As you know, most of such plants use female labor. 

It takes an economic wizard, who is also versed in handling social 
and family problems, to make the necessary adjustments where the 
mother is the breadwinner and the father stays at home to mind 
the babies. 

The family problem is magnified when the mother has to work at 
night turning out a rush order of pants and shirts for the Armed 
Forces. 

We are, of course, very much interested in programs for rural 
redevelopment and aid to areas of labor surplus. We are aware of 
the many bills which are being considered by Congress to provide 
such programs. 

I am indeed pleased at the interest shown by Congress in this 
complex problem. 

And I have tried to study your bills which you have introduced 
yourselves, in order to be familiar with them before I came up here. 
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At this point I should like to mention under the programs already 
in existence such as Defense Manpower Policy Nos. 1 and 4, we have 
received very little help. 

In fact, under the provisions for accelerated tax amortization, we 
have received no aid whatsoever. 

Under the provisions for awarding specific contracts of preference 
to areas of labor surplus, we have received a total of $469,000, of 
which $236,000 went to Knoxville (1954 and 1955) and $233,000 is a 
coal contract to Tracy City, Tenn. (1957). 

Obviously, this program needs to be expanded and made more 
effective. 

I recently sent a telegram to the President of the United States. 
I received a very courteous reply. My telegram was asking him to 
use his broad powers to alleviate unemployment in chronically de- 
pressed areas in our State, and I think I have made it part of my 
exhibits. If not I’ll make copies available to the committee. 

That telegram was on March 28, 1958. 

On April 4, 1958, the Assistant to the President, Mr. Sherman 
Adams, wrote me this back and I have the entire letter which can 
be made available to you. 

Now, the relief that he proposed that we seek was this, detailed in- 
formation on current procedures, including how to get on appropriate 
bidders lists, can be obtained through military procurement offices in 
your vicinity, which are the United States Army Engineering District 
of Nashville and Tullahoma. 

They are in existence. The ordnance works at Chattanooga, which 
has closed down. I don’t know whether Mr. Adams knew that or not, 
but it is closed or closing or doing practically nothing. The ordnance 
works at Kingsport is in exactly the same shape. They may have a 
skeleton force there just to guard the place. 

The Milan Arsenal at Milan which rec ently changed hands and is 
now operating at greatly reduced capacity. 

Mallory Air Force Station at Memphis, another one which has been 
closed. 

It is just not much help to us to be cited to these places which are 
not doing anything. And it is technic ally correct you could write 
them and they would write you back and say you are on the bidding 
list. But what are we bidding for? We are getting nothing out of it. 

Now, going to another subject. 


SMALL FARMS FOR SALE 


The out-migration of young people from rural areas has given birth 
to a number of perplexing problems such as loss of trade by country 
merchants and a declining tax base to maintain needed public services. 

Here is another that is causing concern. 

When the young people move to the cities they leave behind the older 
members of their families. Then, after a few years, the mothers and 
fathers are not physically able to work the land. 

The seriousness of their plight is shown by the number of small 
farms being offered for sale in the Tennessee Market Bulletin. 

Some of them have only 10 to 50 acres; others are larger. The ads 
tell of the houses, barns, springs, wood lots and garden space. A large 
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number of them have electricity and a few have veins of coal that will 
provide fuel for the digging. 

Many of the farms are in easy driving distance from one of the 
large TVA lakes where fishing goes on the year round. 

The pitiable part of the stor v is that these home places, re presenting 
the savings of a lifetime, are being sacrificed at ridiculously low prices. 

There is no one remedy that will apply to all cases, but we, in Tennes- 
see, have an idea that may work in many places, our State as well as 
others. 

Every city in the country has people who have a love for the freedom 
and the wholesomeness of country life. Many of them, with farm 
backgrounds, have independent incomes, or are approaching retire- 
ment. 

We hope that we may be able to show some of them, who are still 
able-bodied, the advantage of settling on these small-farms. They can 
supplement their incomes by having eardens, cows, and chickens. 

Their fuel and water will be free. They will avoid the high taxes 
in cities and can hunt, fish, and enjoy the water sports that are so 
popular in Tennessee. 

You may wonder what this has todo with employment. The answer 
is that such people would spend their money in the areas of chronic 
unemployment and thus help to keep some jobs going. 

The broad out-migration problem is being studied by the Tennessee 
State Legislative Council and several other groups and agencies. 

And I have held a statewide meeting in connection with the 
problems. 

POPULATION GROWING AT BOTH ENDS 


Tennessee's population is growing at both ends—the greatest in- 
creases being in ages under 14 and over 65. 

The pressures brought by population changes are more fully set out 
in the appendix to these remarks. 

One phase we are dealing with through our employment security 
offices pertains to jobs for older workers—those 45 and over. 

The problem requires a selling job that proves to employers that 
merely turning the page of a calendar on a birthday does not make 
men and women unfit for further labor. 

I have always be lieved : and as a young man, relatively young, I think 
I can say that with emphasis because we have gone on for a long time 
letting the pendulum swing to the point where State and Federal 
Governments, industry and business, and other bodies seem to set the 
pace and say when a man or woman reaches a certain age they are just 
automatically too old to work and I think that is just not true. 

Repeatedly tests have shown older workers are usually faithful in 
attendance, stick to their jobs, and are good producers. 

I am sure that you have plenty of material on that phase of our 
problem, for it is nationwide in extent. 

Another threat to job opportunities is that of automation. Books 
have been written on the subject, and I won’t go into its implications 
beyond saying that the transitional period poses a most difficult prob- 
lem as we are finding out in the coal-mining areas of Tennessee. 

And that brings me to TV. No discussion of Tennessee’s economic 
trends could possibly avoid mention of that great agency. 


25491—58 15 








212 LEGISLATION TO RELIEVE UNEMPLOYMENT 
TENNESSEE VALLEY AUTHORITY 


We have been told repeatedly by newspapers and other sources that 
the TVA area uses 15 percent more electrical appliances than the 
national average, probably more than any similar area on the face of 
the earth. 

I am persuaded the claim is true. But there’s a fly in the oint- 
ment—a big one. 

The fly is there because most of these appliances are made in the 
industrial areas of the North and East. And our people are not get- 
ting the benefit of the high wages paid in such industries. 

That provides us not only a discouraging problem but an oppor- 
tunity, and I assure you that our State commissions and our industrial 
development bodies are not overlooking any chance to expand the 
manufacture of appliances in the State so as to provide more good- 
paying jobs. 

But here we run into another artificial barrier like that of the dis- 
parity in freight rates mentioned earlier. There appears to be a 
reluctance on the part of some manufacturers to establish plants in 
the area because it uses public power. They presumably fear reprisals 
by private power companies. 

Thus, our challenge is to convince such manufacturers of appliances 
they owe it to the region to help provide jobs for the people who are 
buying so many of their products. 

it looks to us like skimming the cream for the adult members of a 
family and feeding bluejohn to the growing child. 


TVA COAL CONTRACTS 


While on the subject of TV A, I wish to mention its policy of buying 
coal for its steam plants. 

The problem is many sided and there is not time to go into the 
purchase plan beyond saying that the Authority is required to buy 
coal on a competitive basis. 

Such a policy throws the bulk of the contracts to highly mechanized 
mines. Now, it so happens that Tennessee’s coal is often found in 
thinner seams than in some other States and mechanization is not 
always practicable, or possible, because of lack of finances. 

Yet, some operators find it profitable to use strip and auger mining 
methods. 

Under the competitive system, I understand that the bulk of coal 
bought by TVA comes from other States, including Kentucky, Illinois, 
Indiana, and Virginia. 

Vast quantities come in by barge on the Tennessee River. 

Now, of course we are glad for TVA to help so many States. Its 
coal purchases prove the point so often made that the Authority’s 
operations are of national, and not solely regional, significance. 

But TVA is the principal buyer of coal in Tennessee, a very large 
share of the former market having gone to oil, natural gas, and elec- 
tric power. 

They say that competition is the life of trade but I cannot close 
my eyes to what it has done to thousands of idle miners in my State 
and to the railroad workers who once tr: ansported coal from the mines. 


ie 
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I think that you gentlemen will recognize the fact if we look back 
a little bit that coal miners are a group of people who love their families 
and their home areas and they are the last ones who are going to leave 
home this side of starvation. Some of you from Kentucky know that. 

Coal-mining people are going to stay at home with their people 
and the people they know, and that means we have got to concern 
ourselves with not upsetting traditions of the centuries and family 
ties but concern ourselves with helping them to stay at home and 
still live. 

An official of one railroad says that coal-handling jobs on his line 
are at lower level than during the darkest days of the depression. 

The situation is not new in the United States, and I am sure you 
are aware of similar conditions in other areas. 

The long-range remedy will require intensive research into new 
uses for coal, new markets, improved transportation, and modern 
methods of mining. 

I would suggest that coal mining in Tennessee presents a vivid 
example of human distress in chronic: ally depressed areas where your 
committee may be able to do effective work in helping to find means 
to finance research, and to aid small operators in devising more effi- 
cient mining methods. 

That’s the long-range proposal. As to the immediate needs I have 
wired the President of the situation and urged him to use his great 
powers in channeling purchases by the Defense and other Federal 
Departments into these areas. 

My wire called attention to the fact that Chattanooga is a class D 
area and Knoxville class E, both of which are in east Tennessee where 
most coal mines are found. 

I want to correct one statement I made just a few minutes ago, 
because I don’t want to leave any information before this committee 
which is not accurate as I can make it. I am informed Mallory Air 

3ase at Memphis is not closed but curtailed. Originally, it was 
threatened with complete deactivation. I want the record to show 
I made that correction. 

We are doing everything possible to provide the maximum number 
of jobs for our people during this difficult period. 

I have ordered an immediate acceleration of all possible public 
works on a State level. 

A preliminary report on a survey of Federal, State, and local proj- 
ects shows plans have been completed for construction this year that 
will cost an estimated $183,684,000. ‘These projects are not dependent 
on special State sources, or future congressional appropriations. 

Now, these projects, I may emphasize are not dependent upon 
special State sources or future congressional appropriations but these 
are projects for which the money has been made available. That 
being true we are constructing as I stated earlier highway patrol 
buildings which might have not been constructed for a few months 
yet. 

We have setting up an accelerated highway program, our engi- 
neers have been working day and night, and going to the second and 
third mile to get the bridges off the drawing boards and put people to 
work. 
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We are taking advantage of everything we were going to do any- 
way, but doing it now, just as quickly as possible so that we can be 
of maximum help to you in helping solve this problem. 

And in addition to these another $63,226,000 may go under contract 
before the end of the year, but T have listed this figure separately, 
because they are dependent upon future congressional action and 
other revenue sources. 

Gentlemen of the committee, and to the lady, what I have said thus 
far is a rather general and incomplete statement of the economic 
trends and problems in Tennessee. ‘The matter is developed in greater 
detail in the appendix I am submitting for your consideration. 

Now, I would not discuss the good and the bad things, without 
offering a few suggestions for your respectful considerations. If 
carried out I believe they will improve basic economic conditions in 
Tennessee and in all of the States and I am not trying to be all-inelu- 
sive because after all you have been plowing many economic furrows 
here yourself and there certainly are many things available to you 
which have not been available to me for very long, and I recognize I 
am setting before a group who are bound to know more about this 
problem than probably any other group in the country. 

As you can see by the « ‘ausative information which I have presented, 
our present state of economic ill health did not occur overnight. It 
has been developing over a considerable period of time. Neither can 
it be attributed to a single cause. 

In proposing pertinent remedies, therefore, T shall not attempt to 
prescribe an economic miracle pill which will effect an immediate 
dramatic cure. There is none. I shall, however, propose long-term 
courses of action which are designed not only to improve our economic 
situation, but also to prevent future severe recessions. 

In time of critical human illness it is often necessary to take sudden 
drastic action such as administering shots which bear no relation to, 
nor which have any part in convalescent and future preventative treat- 
ment after the crisis is past. So it is with our economic situation. 

One word of caution. Gentlemen, if you please. Let us not ¢on 
fuse any temporary crisis-type economic action with the desirable and 
necessary long-term action. 

We must not impair the future economic improvement potential of 
our permanent agencies by saddling them with crisis-type procedures 
which may undo much of the progress which has been made through 
long years of thoughtful and intensive program development. 

Although I do not minimize the necessity for some short-time action 
at this time, because I think it is necessary, I believe I can make my 
best contribution by emphasizing and proposing those courses of ac- 
tion which will have permanent long-range benefits. 

Legislation, in addition to being primarily separated into tempor- 
ary-remedial and permanent-preventive, must also be designed and 
intended to: 

1. Improve and expand use of human resources. 

2. Improve and expand use of physical resources. 

3. Promote such interrelationship between human and physical re- 
sources as is in harmony with the general welfare clause of our Con- 
stitution. 





LEGISLATION TO RELIEVE UNEMPLOYMENT 215 


THE HUMAN RESOURCES 


As to the use of human resources I have four comments and sug- 
ee to make: 

. The full services of our joint Federal-State public employment 
sities must be made available in total content to all rural areas as well 
as areas of industrial concentrations. 

It must be realized by the Congress and the Bureau of the Budget 
and the Federal Bureau of E mploy ment Security that in many of our 
rural counties the products of agriculture no longer constitute the 
major sources of income for the residents of those areas. 

I could take you to no other place than one some twenty-odd miles 
from my home town of Dickson, to Waverly, Tenn., where they have 
in nearby Johnsonville a big Du Pont installation, as well as the 
TVA steam plant and they have a crying need for a service we have 
not been able to meet through our department of employment se- 
curity, as presently staffed. 

Secondly, I do not propose any force legislation in reference to 
making full use of our public employment services. I do comment 
to you, however, that voluntary use on the part of all employers 
would have both immediate and permanent benefits. 

I specifically wish to call your attention to the need for more ade- 
quately financing the research activities, State and Federal, of this 
organization; activities which have as their objective the scientific 
determination of individual differences in people and in job require- 
ments in order that they may be more efficiently matched. 

The rural development program sponsored by the United States 
Departme nt of Agriculture and participated in by Federal and State 
agencies of Agr iculture; Interior; Comerce; Labor; Health, Educa 
tion, and Welfare: Small Business Administration; and Council of 
Economie Advisers should be immediately enlarged in scope and 
purpose to include all distressed rural areas. 

Technological changes in industry to keep pace with newly dis- 
covered scientific truths create a lag in the necessary redeployment 
of our work force. In addition to broad general educational im plica- 
tions, there is the more specific problem of retraining formerly em- 
ployed workers who are now unemployed. 

In this connection I propose the creation of Federal grants for this 
specific purpose. 

rHE PHYSICAL RESOURCES 


In order more fully to develop our physical resources, I would 
recommend for your consideration these five proposals: 

1. Strengthen and expand TVA not only for its power and flood- 
control potential, but also for its total improved water resource use 
which encourages the development of important water-using indus- 
tries; for example, chemical and paper. It is also a prime user of 
coal. 

2. Develop immediately the flood control and total water resource 
potential, including recreational, of the Cumberland River and its 
tributaries and similar rivers in other areas of the United States. 

3. Expand the research resources of the Forestry Department in new 
uses of native timbers in all areas. 
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4. Outright Federal grants should be made to appropriate Federal 
and State agricultur al agencies for the specific purpose of develop- 
ing and promoting the use of agricultural products in industry to 
take the place of natural resources which are exhaustible. 

5. Action already consummated in reference to the transportation 
resource as it relates to highways needs no further comment at this 
time; however, there are many water transportation projects which 
need to be improved and/or created; for example, the Tennessee 
Tombigbee Gulf to Tennessee River development. 


INTERRELATIONSHIPS 


The third field of suggested legislation concerns the interrelation- 
ship between human and physical resources. In that field, I suggest 
four desirable actions. These are: 

1. Since we have had considerable experience in an effort to safe- 
guard common interests we have entered into an increasingly broad 
Federal-State cooperative endeavor and recommend that: 

(a) The Federal partner provide to the States leadership without 
domination, and assistance without interference. 

(6) The State partner assume full responsibility for honest and 
Buea functioning. 

(c) The Federal fiscal resource not be used as a policy-forcing 
Gayice. 

In the field of labor-management relations, the constitutional 
wep Eade of the general welfare must override any individual or group 
benefits. This cannot be achieved solely by legislation. A change in 
attitude must first be experienced. 

Those now in the field of public endeavor have a responsibility and 
a grave one for helping to bring about changed efforts for the better. 

3. In the field of taxation, further patchwork will not suffice. We 
need a whole new garment styled to fit current economic problems and 
conditions. 

4. In the field of governmental expenditure through contracts to 
industry, more attention must be paid to the potential of our most 
severely depressed areas in terms of total unemployment. 

When a child gets sick in the family, the mother and father turn 
their attention to the sick child, knowing that those who are not sick 
and are better off can pretty well take care of themselves. 

When a region gets sick or when an area within a State gets sick, 
the Federal Government, which today rightly or wrongly, economi- 

cally speaking, dominates the welfare of this countr y, must turn to the 
afflicted area. We say on the statute books that is already what we do, 
but the fellow back home in the depressed area can’t feed bills passed 
by the Congress and signed by the President, and regulations estab- 
lished by a Federal bureau to a ‘hungry child. 

The child has got to have food. 

In closing my oral presentation, let me repeat what I said at the 
outset. 

Tennessee started almost from zero. It has come through a long 
period of hardship, some of which was imposed by outside influence 
beyond its control. 

But, my friends, the Volunteer State is surely on its way upward 
and onward. We believe we are near the mountaintop where we can 
see the promised land. 
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Nature has blessed my great State with an overflowing abundance 
of good things. 

I don’t want to imply I am here crying “poor boy,” I don’t want you 
to think I am here expressing lack of faith. 

I have faith in our Government, in our country, in my State, and 
in our people, and I know we are going to come out of this thing, 
but we are not going to come out of it by sitting around and doing 
nothing and saying it is going to solve itself. 

We have got to have leadership and the leadership has got to come 
from the Congress and the President, and the rest of us have got to do 
our job back home. 

It has a climate that assures adequate rainfall and sunshine. 

Its hills and mountains are clothed with vast stands of timber and 
in their depths are rich deposits of minerals. 

Its valleys are verdant with grass and a variety of crops, and cattle 
graze on a thousand hills in the rolling lands of the State. 

Its cities and towns offer strategic advantages to industry and its 
lakes, dams, mountains, and valleys attract millions of tourists every 
yeal 

With all of the natural advantages that have been bestowed on this 
region, plus a God-fearing people with natural abilities and desirable 
work habits, is it any w onder that we feel our destiny is written in the 
skies for all to see ? 

It is our challenge, our opportunity and our purpose to make that 
dream come true. 

And as I close, I would like to say this. I would like to summarize 
by emphasizing a couple of points. No. 1 is, I think this committee 
and all of us face two absolute challenging and demanding jobs. 

One is something has got to be done, right now, as temporary 
emergency relief. 

No. 2, there is no need to create a welfare state. We don’t want a 
welfare state, my people don’t. But we want a state where the people 
can fare well and can do a job that needs to be done. So if we will 
create the opportunities, our people want to work. They don’t want 
relief checks. They want to go to work. If we will give them the 
jobs immediately, as part of the long range problem out of this thing, 
instead of coming out billions of dollars worse off and hav ing gained 
nothing, we can feed the people now by letting them work : and trans- 
late that work into long range permanent benefits, more recreational 
facilities, better schools, better roads, and we can have our cake and 

eat it too, economically speaking. We spend billions to kill millions. 
It does look like we can resolve this thing where we won’t have to 
assemble and beg each other for food to give to hungry children. 

I hope you give this your earnest consideration, and I hope this 
and I say this to the chairman, the lady, and you gentlemen, I hope 
we can bring to an end these hearings as rapidly as possible and bring 
into being measures which will give anxious, determined fathers and 
husbands, brothers, wives, a chance to go to work. We have got over 
5 million unemployed. A couple of million of those I understand 
are not drawing any benefits. These people are not nearly so con- 
cerned, when they get hungry, with a way of life, a system of govern- 
ment. 

They are concerned with food. You can’t cram down the throat 
of a starving man, whose children can’t go to school because of lack 
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of shoes—and we have that situation—you can’t cram down his throat 
a bunch of principles, nor can we satisfy him with a bunch of theories. 

But when your distinguished group with your capabilities has 
brought these hearings to a close, I think out of it we can bring into 
being that which needs to be done. And we can do it without doing 
any damage to our traditional way of life. 

We can satisfy our people. But we have to recognize this. We 
may not know it ourselves but the eyes of a critical world are on this 
committee today. 

Our whole way of life is on trial, and at a time when those who are 
our bitterest oponents are acting as though they are being considerate 
and courteous to other nations throughout the world we cannot afford 
to falter and fail in constructive leadership. I appreciate this oppor- 
tunity. I see two more distinguished Congressmen have arrived. 

On my left is my Congressman from my district. He is the only 
Congressman whom I can vote for. Congressman Ross Bass of 
Pulaski, and to his left, a recent arrival who has a distinguished career 
in Tennessee, Congressman Robert A. Everett of Obion County. 

Thank you, Mr. Chairman. Are there any questions? 

The Cuamman. I am sure you are proud of all three of your Con- 
gressmen. They are hardworking and able and conscientious Con- 
gressmen. They are a credit not only to Tennessee, but a great asset 
to this Nation. 

Governor CLEMENT. I am very flattered they are here, because so 
far as I know, none of them have any opposition, and I am just very 
flattered anyway. 

The Cuarrman. I know I speak the sentiments of the committee 
when I commend you on the very able statement you have made here 
today. 

Governor CLEMENT. Thank you. 

The Cuarmman. And I know they will give consideration to it, and 
to your views. 

Governor CLEMENT. Thank you. 

The Cuarmman. I would like to know something about the situation 
wtih regard to the production of bituminous coal in your State. 

What percent of the people are unemployed in the bituminous coal 
industry ¢ 

Governor CLEMENT. I would say this, Mr. Chairman, in our area 
particularly just adjacent to Kentucky. In Overton County, Camp 
Pell C ounty, Scott County, Putnam ¢ ‘ounty, and Grundy County, south 
of there. “That is mostly in middle Tennessee, it is a very, very sick 
industry. My people tell me that 20 or 30 percent of the people are 
unemployed in those areas, and that is higher than most of the State 
though we have counties in west Tennessee involving agriculture with 
somewhat less than 20 to 30 percent unemployed. 

Only recently the Tennessee Central Railway filed a petition which 
I am opposing, and they want even to take up their trac ‘k in a certain 
area and just abandon the railroad in that particular area. But we 
are redoubling our effort to try to get the TVA and others to buy more 
coal from us and we are opposing the petition of the railroad to pick 
up this track. 

I have a figure here indicating coal production has doubled in 7 
years in Tennessee, but employment has been cut in half during that 


period. 





aut 
As 
LO 


oO 
ig 


e 


IS 


tS 


LEGISLATION TO RELIEVE UNEMPLOYMENT 219 


The Cuairman. Is that due entirely to the mechanization of the 
mines ¢ 

Governor CLEMENT’. Partly due to mechanization and partly due to 
an interrelated policy that TVA has a pe by which they have en- 
forced mechanization rather strictly. I do not say that so much in a 
critical tone, as I say it in just a mi itter of fact tone, and as I said, some 
of our mines there are of such thin seams, that, Mr. Chairman, it is just 
not economically feasible for them to spend a whole lot of money on the 
type of mechanization which would be required. 

The Cnairman. Are there as many mines producing as much coal 
as previously or is their diminution in the production of coal in 
Tennessee with fewer mines and fewer employees ¢ 

Governor CLEMENT. The latter part of your statement is absolutely 
correct, but as far as producing as much, yet, sir; twice as much as we 
did in 1950. 

And yet, employment is down 50 percent from that. 

The CuHarrmMan. You have the same condition we have in Kentucky 
in that way. 

Governor CLEMENT. Lthink we do. 

The Cuarmman. What is the basic reason for the farm people leav- 
ing the farms and going to the cities ¢ 

Governor CLeMENT. I think the basic reason is that they are, first of 
all, lured away from the farm by the prospect of higher wages, greater 
income in the cities, and secondly, we have made such great strides 
scientifically in the field of agronomy and related fields that the farmer 
is able to produce more w ith less labor, and there is just not the neces- 
sity for as many people on the farm as there was before. 

Plus this: Even at the Federal level we have seen encouragement 
offered for people to abandon the small farms and go into the large 
farm group, so I think we have rather neglected the agricultural field 
in recent years. 

The CHairmMan. Fundamentally, the same thing that causes the 
migration of the farmers to the city causes the unemployment in the 
coal mines, the improvement in the industry ? 

Governor CLEMENT. That is correct. 

One other thing you might be interested in in connection with this 
analysis of the farm situation is the fact that our studies show us 
there is only one opportunity in the field of agriculture for each 10 
Tennessee high-school graduates in most of our counties. We have a 
limited opportunity for jobs for young people in our rural areas. 

[ think that the committee would do well to place great emphasis 
upon this rural problem. 

I believe, as has been said by others, [ am sure, that we should take 
industry to the people, rather than worrying so much about taking the 
people to industr y: 

The committee will be interested in the fact that you know our way 
of life in Tennessee, and that region, Mr. Chairman, much better than 
I do, and you know how our people are. They may be forced to go 
away from home, in order to get a job, once the opportunity in Detroit 
or Chicago or Philadelphia arises, but once the opportunity for a job 
disappears, they head for home, just like a homing pigeon. 

We are glad to see them back, but hate to see them sit around with 
no work to do when they come back. 
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The Cuatrman. That isa very important problem. 

Dr. Talle ? 

Mr. Tatuz. Thank you, Mr. Chairman. 

Governor Clement, I enjoyed very much your glowing tribute to 
the State of Tennessee. That makes me feel more sorry than ever 
that I have never had an opportunity to visit it. 

Governor CiemMENT. Thank you. You have a standing invitation, 
and if you let us know, we will see that we have a highway patrolman 
meet you at the State border so you won’t get into trouble. 

Mr. Tate. That does not frighten me. I have no fear my pockets 
would be picked. No one would find much in them, anyway. 

I would like to visit the State of Kentucky, also, to see the beautiful 
horses, the bluegrass, and the lovely old homes, and because I have 
great admiration for my chairman who is a worthy son of Kentucky. 
I have good reasons for wanting to see both Tennessee and Kentucky. 

Governor Ciement. I would like to have unanimous consent to go 
on the record as saying I think there are two men here at least who 
will agree that the State of Kentucky is very well represented in the 
Congress. 

Mr. Tatix. I agree. 

The Cuarrman. I will have a policeman escort you around, if 
you come to the State of Kentucky. 

Mr. Tair. I don’t believe that Kentucky and Tennessee would be 
afraid of me. I will be happy to visit both States and the customary 
courtesy accord other visitors will be good enough for me. 

Governor Ciement. I was thinking if we don’t do something about 
this problem, all of us are going to need some protection or something. 

Mr. Tatrr. There are some great names associated with the early 
history of your area, like Daniel Boone, and I am an admirer of 
Audubon, the bird lover, who did a great deal of work in both 
Kentucky and Tennessee. 

I think you pointed to a very serious problem in connection with 
agriculture, and you are quite right in what you say. I won’t take 
time, however, to discuss it here. 

A second point: When you mention the matter of older workers, I 
certainly agree with you, because it seems to me there is something 
wrong about having government, whether it be on the high level or 
on the low level, to say to somebody who is able to work and willing, 
that he may not have a job because of age, and there are restrictions 
that I think are rather cruel. 

Thirdly, I agree fully with vou in what you say about research in 
improved methods in mining. To that I would add research in finding 
new profitable uses—and I emphasize the word “profitable”—for agri- 
cultural products. 

I think those are good points, and I commend you for bringing them 
to our attention, as some other witnesses have done, also. 

And I may say that Governor Chandler, of Kentucky, pointed out, 
too, the importance of research, with special emphasis on the mining 
industry. 

I thank you for your statement, Governor, and I welcome the op- 
portunity to meet those who accompany you, as well. 

Governor Ctement. Thank you, Dr. Talle. 

I might add, to supplement your very courteous remarks, with 
which I agree, this, Dr. Talle: 
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Our people tell me that our outmigration of those who are leaving 
our farms are between the ages of 19 and 44, and those are their most 
productive years, of course. 

Mr. Tatie. That is right. 

The Cuarrman. Mr. Brown. 

Mr. Brown. I enjoyed your statement very much. 

The Governor and his charming wife at one time were constitutents 
of mine. 

Governor CLEMENT. If you don’t quote me, I will let my wife say 
what a nice place Augusta was to live in, too. 

Mr. Brown. We want you to come back, Governor, and if you 
will remain long enough, I think you will find Georgia just as attrac- 
tive as Tennessee. 

Governor CLtemEntT. Thank you. 

Mr. Brown. We certainly appreciate the nice compliments you paid 
the three Members of Congress. We all agree with what you said. 
They are wonderful Congressmen. 

Now, Governor, we should find jobs for those who are able and will- 
ing to work. That should be done quickly. I think that is one of 
the main reasons for this hearing. 

What particular thing would you suggest would give employment 
at once to these people ? 

Governor CLEMENT. During the course of my remarks, as you 
noticed, I made several suggestions, Mr. Chairman. 

I have studied your bills up here before your committee and I have 
prepared a little summary here of my understanding of those bills. 
If 1 might take just one moment to be sure I do understand them, 
because if I don’t, I might have different thinking. 

I understand that these bills, generally speaking—and I would 
appreciate being corrected if I am wrong—that these bills with which 
you are concerned pertain to 2 subjects, and that they are divided into 
3 types. 

In the first type we would have generally what is referred to as the 
Fulbright bill, the Spence bill, and the Rains bill. 

Bills of this type, if I understand them correctly, are all designed 
to amend the Housing Act of 1955, public facilities loan provision, 
title II, by broadening the scope of the definition of the public works 
to be financed, the present policy being to restrict these loans to such 
things as sewer and water projects, control by public boards, and 
communities of not more than 10,000 population. 

The new definition cited in the bills would include such things as 
public parks, sidewalks, and so forth. 

The proposed maturity time for these loans, I understand, is not 
to exceed 50 years, except in special cases where a few additional years 
might be added. 

I won’t go into the interest-rate thing. You are familiar with that 
phase of it, I know. 

The second type bill is the Spence bill, H. R. 6215, a different bill 
than the previous one I referred to, identified as the Area Develop- 
ment Act bill, and this bill provides for both public and private loans 
and also in certain instances for public grants. 

Under the act, the Area Development Administration, the new 
agency created, determines, I understand, rural redevelopment areas, 
and industrial redevelopment areas. 
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— 


Public and private loans are confined to these areas. 

Public loans must meet the criteria as to ultimate relief of employ- 
ment. Other financing must be made available on equal terms. 

Then I understand there is a third type of bill, known as the Patman 
bill, the Multer bill, and the Talle bill, and that eligibility for loans 
under these bills are subject to criteria set out under the respective acts. 

If my understanding of those bills is correct, Congressman Brown, 
I would say this: 

There are features in all of these bills which I think would be help- 
ful. I think what we need to do, right now, just to put it in simple 
Jayman’s terms, because I don’t claim to be an economist, I think the 
thing we need to do right now is to pass legislation which will appro- 
priate money which will grant to these areas across the country, 
where the need is present, the opportunity to create jobs right now, 
but the temporary job being created being a job which will produce, 
as its ultimate result, permanent benefits which will give us a better 
way of life. 

We are doing that at home. As I said, we have pushed forward 
millions of dollars’ worth of projects. We are not spending $1 
we were not going to spend otherwise, but, of course, the Federal 
Government is in a better position to create something than we are. 

We can accelerate, but it is difficult at the State le vel, Congressman 
Brown, for us to create. 

Mr. Brown. We have had a recession on the farms for several years. 

Governor CLEMENT. Yes, sir. 

Mr. Brown. And in the urban areas it seems the recession has just 
begun recently. 

Governor CLEMENT. That is correct. 

Mr. Brown. How severe do you think the recession is now / 

Governor CiemMenvt. I think it is very severe. All we have to do is 
go back to the period where there were 2 million unemployed. Nat- 
urally, there is always going to be some unemployed, and, of course, 
if one man is out of a job, you have a depression as far as he is 
concerned. 

These depressions and economic downturns are for other people, but 
that is a depression to him. We are concerned about the 1, but the 1 
can be absorbed. ‘Two million can be absorbed in the economy through 
the good will, the generosity, and the cycle of events of the country. 
But when we get more than 5 million people out of a job, as we have 
got now, I think we are in real trouble, and [ will give you what we 
have got in Tennessee. 

My latest available figures show 64,528 people actually drawing 
unemployment compensation for the week ended April 12. 

A comparable figure back in April 1957 was 44,831. So it is up 
40 percent in my State in 1 year. 

Mr. Brown. My time is up, Governor. 

Governor CLemMentT. I have taken up your time, Congressman 
Brown. I didnot realize that. 

Mr. Brown. I just want to say I appreciate what you said about 
the farm areas. Iam concerned about the urban areas, but I also want 
to see that the farm areas have equal treatment. 

Governor CLEMENT. I think you are right, and I think recent events 
prove there is a limit beyond which the urban areas cannot absorb the 
farmers. Apparently we have been operating under the economic 
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misapprehension that the urban areas can, from time to time, just 
absorb the farmers, which I just don’t think can go on. 

The Cuarrman. Mr. McDonough. 

Mr. McDonoveu. I am very pleased to hear your testimony, 
Governor. 

We should certainly look at the present suspension of economic 
progress in the United States as a very serious matter. There were 
Y or 3 things you said that I would like to review rather than ask so 
many questions on the matter, at the end of your statement, concern- 
ing the location of industry. 

Southern California, 50 years ago, was a desert. There was not 
even an indigenous tree on the land there. We brought in our own 
foliage. We planted orange groves. We developed it into an in- 
dustry later. We had no harbor. We dug into the mud and with 
our Own resources made a harbor. 

We had to draw water from the Colorado River, 250 miles away, 
to take care of our industrial development, and power from that 
distance, and I do not want to give you the impression that I am 
oversold on southern California, or anything like that, but today we 
are one of the large industrial areas of the United States, and in 
diversification of industry ; and 90 percent of that development has 
been because we went after it. 

We had to do something, because so many people were coming there. 
There are about 10,000 people a month coming into southern Cali- 
fornia today, and out of the outmigration you speak about, some 
100,000 out of the State of Tennessee, perhaps more than half of 
them have gone to southern California. 

Now, there is an effort that can be expanded as far as local people 
are concerned. 

You have more natural resources in Tennessee than we have in 
southern California. You have the development of the Tennessee 
Valley Authority for power. You have natural water there. In re- 
spect to the amount of unemployment you have now, and the years 
you have been established as a State, it seems the local people ought 
to try to assume responsibility for getting some industry there, even 
if you have to go out and fight for it, because that is the way we did 
in southern California, and it can be done in other places. 

We have a large number of unemployed in southern California, but 
the banks are loaded with money, prices have not gone down, and 
considering the number of people who have been there for the last 
10 years who are now unemployed, we have the added responsibility 
of some 10,000 a month coming in that either come with their own 
money or come looking for a job. 

I don’t know how extensively you have made an effort to bring 
industry into Tennessee, but it cannot remain an agricultural State 
forever, unless you have a monopoly on some of those particular things 
you grow there that you may sell to other parts of the country 

I know there is no lack of ingenuity so far as the people of Ten- 
nessee are concerned. You have demonstrated that to the people of 
this Nation. You are energetic, strong, and capable. I think you 
can do a lot for yourself in helping yourself out of this situation. 

Governor Ciement. Thank you very much, Congressman 
McDonough. 
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I owe you a debt of gratitude, because you have given me an 
opportunity, in spite of adversity, to do a little bit of bragging here, 
which I am never unmindful to do if it will help me. 

We have the first agricultural and industrial development Com- 
mission, with emphasis on “industrial,” in Tennessee history under my 
administration. 

I recognize the very thing you pointed out. I cannot take issue 
with you, first of all, on the point you very ably presented. 

There are things people can do at local levels, and we have a respon- 
sibility to do it. And second, we have done it. 

I have made a couple of trips already this year, and have four more, 
I believe, planned, going across the country. 

As I said, we went to Chic ago. I believe you were in the room at 
the time, maybe not. I took 10 men from chambers of commerce, 
industrialists, mayors, to Chicago recently. We made 107 visitations. 
We didn’t give a cocktail party. We didn’t give a reception. We 
went out to see these people in their plants, their offices, on their 
home ground, and we did everything we could to interest them, and 
of course we are doing some good. 

But we are faced with this: 

If Tennessee stood alone in this crisis, there would be no answer 
I could give to you. But while a few thousand of these people are 
from Tennessee or in Tennessee, who are unemployed, the figures 
show us more than 5 million across the Nation, and I am happy if 
southern California has not suffered any more than they have. [f 
hope they don’t. There is no greater part of the country in the world 
than southern California, unless it is Tennessee, and I have been 
there and enjoy ad it very very much, and hope to go back again time 
and time again. But I do think we face a general crisis, and the gen- 
eral crisis is of such a nature, while there are some things we should 
do for ourselves and we are doing, to work hard on a local level. The 
mayors organized the Tennessee Municipal League and_ recently 
joined in a cooperative venture with me and with State officials to 
put forward what we call a community improvement plan, and we 
are going to have these communities evaluate themselves. 

In Shelbyville, Tenn., right on the front page of the newspaper, 
they set forth to the people the reasons why they lost an industry 
to another town. Here is why ~ lost them. ‘They didn’t like a 
certain thing about the school pl: in, or they didn’t think their schools 
were adequate or their streets were ‘wine ite. They are evaluating 
themselves right now. 

So I can summarize: 

I cannot find fault or take issue with the theory you advance, and 
we must do what you say. But I will say this: The record will show 
we are doing it. Wearetrying. 

The Carman. Mr. Patman. 

Mr. Parman. Governor, the people of Texas feel greatly indebted 
to the State of Tennessee for the sacrifice made by them in gaining 
our independence from Mexico. 

Governor Clement. Congressman, we had enough foresight to 
realize if we didn’t, fellows like you ‘would be down in Mexico City, 
and we wanted you in Washington. 

Mr. Parman. TI have a close connection with Tennessee. I had the 
privilege of going to Cumberland University. 
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Governor CieMEnt. I did, too, and I think Congressman Loser did. 

Mr. Parman. And am glad of it. 

You know, David Crockett came through my district a little over 
100 years ago, and a few days later, in St. Augustine, Tex., he wrote 
back to his children an inter esting letter which I shall read here. 
It is very short. 

I must say, as to what I have seen of Texas, it is the garden spot of the world, 
the best land and the best prospects for health I ever saw is here. I expect in all 
prospect to settle on the Bodark or Chochaw Bayou of Red River, that I have 
no doubt is the richest country in the world, good land and plenty of timber, 
and the best springs and good mill streams, good range, clear water, and every 
appearance of health. Game a-plenty. It is in the path where the buffalo 
passes from north to south and back twice a year, and bees and honey plenty. 

I have great hopes of getting the agency to settle that country. I have but 
little doubt of being elected a member to form a constitution for this province. 
I am rejoiced at my fate. I would rather be in my present position than to be 
elected to a seat in Congress for life. 

Govert.or CLEMENT. I would not take issue with anything he said 
if he had left the word “best” out of there. I have always thought of 
Texas as second only to Tennessee, but I tell you he wasn’t in the best 
frame of mind when he wrote that letter, that he might have been. 
He just had finished losing a congressional race down in Congressman 
Everett’s district, down there, and they were all in the tavern, and 
somebody said, “David, don’t you want to make a speech ?” 


He said— 


Not in here, but if you will gather under yonder tree, after a round of drinks, 
T will say a few words. 


“> 


He got up on the bed of a wagon. He said: 

From the most recent returns, it seems the people of this district no longer 
desire my services in the Congress. That being true, I am going to Texas, and 
you can go to— 
you know where. 

But you truly have a great State, and I have lived in your State, 
too, as well as Congressman Brown’s and Congressman Spence’s. 

Mr. Parman. You made a very helpful statement. It will be very 
helpful to the committee. I personally appreciate it. 

Don’t you think any bill to aid the States that the Congress passes 
should have some protection to the States against extortionate interest 
rates in the sale of their bonds or securities ? 

Governor CLemeENv. I definitely think that the States ought to be 
protected, and I further think that the Congress should take steps 
to see that we don’t let the Government make a profit, so to speak, off 
of this. 

In other words, I think the money should be made available to the 
States on a protective basis. 

Mr. Parman. Don’t you think, Governor, the Federal Government 
could very well afford to lose just a little money on interest to help 
bring the entire country back from this depression, and that the Fed- 
eral Government has a great responsibility because it permitted the 
economy to get in this depressed condition ? 

I refer to the fact that if we just offer the States an opportunity to 
permit their local districts to vote more tax-free bonds, they could 
help themselves. We are not helping them much. People pay local 
taxes largely on what they owe rather than on what they own, and 
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there should be some step on the part of the Federal Government to 
relieve them somewhat of that hardship on the local level / 

What I refer to, Governor, is the fact that so many people owe 
money, for instance, on their homes and farms. The veterans in par- 

ticular who have returned from recent wars are purchasing homes 
on a small downpayment; many of them now owe for about 90 percent 
of their homes. They have paid for only about 10 percent. But their 
homes are assessed and taxed under our archaic system of taxes—the 
ad valorem tax which is the prevalent system over the Nation—and 
they pay taxes on what they owe as well as on what they own. 

In view of this fact, don’t you think this places a responsibility on 
the Federal Government to make an interest rate of, say, not more 
than 2 percent or 21% percent on these obligations that we expect the 
local communities to assume ? 

Governor CLEMENT. I would think so, Congressman. 

You have made a very interesting statement, ane | when you say we 
pay interest on what we owe rather t han what we own, | ‘have nev: 
thought of it in that phraseology, but it appears to me Tam in that 
category right now more than out of it. 

I think not only the Federal Government has responsibility. I 
think the Federal Government has a great interest in this. I don't 
think of the Federal Government as the parent of all of us, but as some 
thing we are a living, human part of here, and as something that should 
not take us over, but should stand between us and disaster, and the gain 
to us all in the long run, if some course of action similar to that which 
has been suggested by several of you on this committee is followed, 
the gain is an increased, higher standard of living for all of u 

rhe loss is the tragic opposite of that, if something is not done. 

The C HAIRMAN. Mr. Henderson. 

Mr. Pat AN. My time is up. 

The CuHarrMan. Yes. 

The Cuarmman. Mr. Henderson. 

Mr. Henperson. Governor, you have given us much food for thought 
in your statement here today. 

What partic ularly struck my attention was the statement you make 
on page 23, in which you recommend the Federal partner provide to 
the State the leadership without domination and assistance without 
interference. 

In any connection that I have had with partnership, that is not 
the usual role of a partner, and certainly it is not the role of a partner 
when the partnership is made up of the Federal and State governments. 

Possibly the first year or two that funds of the Fede -al Government 
is sent into a State, there may not be any control or strings attached. 
But it has not been the experience of the Federal partner to let even 
your own money come back to the State of Tennessee, without some 
attempt at control. 

Certainly, it is true in relief legislation. When the money comes 
back to the States there are some strings attached. 

Certainly it is true in the method of building roads with Federal 
money. The method in which you will employ people in building 
public roads is a condition of your receiving Federal aid. Certainly 
it is true in other types of public works. 
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Certainly it would be true in federally assisted schools as well. 
You would be told how those schools would be built and who will use 
those schools. 

So the recommendation that you make is one I personally feel that 
Congress would not be inclined to follow. 

You mention the rural development program on page 21 of your 
statement. 

Are there some so-called pilot counties in Tennessee / 

Governor CLemMEN'. I believe we have five of what you would call 
pilot counties in Tennessee. 

Mr. Henprrson. Those are counties that have been selected because 
of their economic situation in which all elements of both Federal and 
State Government are working together in an effort to improve at least 
the outlook of the people living in those counties # 

Governor CLEMENT. That is correct, sir. 

Mr. Henprrson. Do you find that program has been helpful 
making suggestions / 

Governor CLement. We think the program is helpful, Congress- 
man Henderson. We do suggest and hope at this time we need to 
go beyond it and strengthen it. 

The five counties are Grainger, Hardin, Macon, Marion and my 
wife’s home county, named after Sam Houston, Houston County. 

You will be interested to know, in glancing over the pamphlet which 
was prep ared at the direction of your committee by your staff, I notice 
that 38 rural Tennessee counties meet the criterion for aid. We have 
95 counties. 

Mr. Henperson. It is my understanding the pilot counties have been 
set up more or less as just that, to foster ideas or bring about practices 
that may be in future years extended to other counties. 

I would agree with you it is probably one of the most useful pro- 
grams that the Department of Agriculture has suggested and one 
that can well be expanded. 

I have had a little bit of experience with two of my own counties 
being pilot counties in Ohio. 

Governor CLement. In your pamphlet, Congressman Henderson, 
it is set. forth that Macon County, Tenn., is used as a prime example 
in that pamphlet. 

Mr. Henperson. Now, changing the subject just a little bit, Gov- 
ernor, one quality our economy does not seem to have is two- way 
elasticity. In other words, we seem to be able to wonderfully expand 
our producti ivity to meet any economic situation such as a war situa- 
tion, but we do not have the elasticity to contract when great pro- 
duction is not needed. Agriculture expanded during the war, when 
many many less men produced much more food and fiber, but when 
less products were needed it was not able to snap back. 

I wonder if we were to inject a great public works program into 
Tennessee at this time what the effect would be, say, 5 or 6 years 
later when that public works program was suspended. What then 
would those new bricklayers, those people who had left the farms, 
those people who had come out of the mines, what then would they do? 

Would we be actually doing them greater harm by someday discom- 
moding them through the cessation of public works? 
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Governor CLEMENT. Well, you have asked a question, of course, 
Congressman Henderson, which is most pertinent and very proper, 
and at the same time one on which I could talk for a hour or two 
and would not still know whether I have the answer which you seek. 

I believe this is the third recession we have had since World War II. 
My opinion is the results of this one, unless something is done, is 
going to most severely affect all of us. 

Mr. Henperson. Let me ask you directly : 

Do you feel a public-works program in Tennessee will help the 
agricultural situation ? 

Governor Ciement. I don’t think there is any question about it, 
but I think we should get away from the idea of centering our atten- 
tion on the urban area to the exclusion of the agricultural field. That 
is the reason I made the suggestion we should strengthen this program 
which you and I agree seems to be a very fine program, as a starter. 
But I think in direct response to your question I will h: ave to say this: 

I can’t argue, it is hard, once the Federal Government is into a field, 
it is hard for them to get out. But I think right here in this commit- 
tee is where the groundwork is going to have to be laid for two pro- 
grams, a temporary one and a long-range one, and those things which 
are priming the pump and which are necessary to get the pump started 
and get us on our feet should be absolutely tied down right here. And 
on this partnership basis, I cannot argue with that either. It is hard 
for the Federal Government to get in and not start dominating. That 
seems to be the pattern. 

But we have a President who has stood before the governors of 
the 48 States in a recent public meeting, and he has emphasized and 
reemphasized that he believes in partnership between the States and 
the Federal Government and whether the partnership is dangerous 
or not, I think the most dangerous thing to do is to let people starve 
in the face of world conditions today, and there are people who are 
going hungry in spite of our surplus commodity program. 

The Cuatrman. Mrs. Sullivan. 

Mrs. Sutirvan. Mr. Governor—— 

Governor CLEMENT. Yes, Mrs. Sullivan. 

Mrs. Sutiivan. I was very much impressed with your well written 
and well developed and extremely well delivered statement. 

Governor CLtement. Thank you, Madam. 

Mrs. Sutxivan. It has brought up a number of questions in my 
mind that I think are in the minds of many people. 

You mention that industry should be brought to the people and not 
the people to industry. 

Assuming industry pays rural workers at the same rate they pay the 
city worker, could the plant operate at less cost by moving to rural 
areas—not by cheaper labor but by less costly land, lower taxes, and 
other lower cost factors which might exist in an area attempting in- 
dustrial development on a small scale ? 

Governor CLEMENT. Yes, Mrs. Sullivan, I think so. 

I think some experience we have had in this field in Tennessee 
would tend to indicate this and to prove the point to at least a limited 
degree. 

We have some rural counties in Tennessee where some very fine 
smaller industries, particularly those employing from 50 to 300 peo- 
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ple, have moved in. I notice two of these Congressmen at least are 
from districts where we could cite examples of that. 

I am saying this only as an observation, so we can put all the 
cards on the table. 

I have had them tell me in certain cases that they are much sur- 
prised at the rapid rate they can train these rural workers to go into 
these mechanized plants, and secondly, I don’t want to bring other 
States into it, because this might be a coincidence, just an example 

out of context, but one man who is the president of a company that 
has a plant in rural west Tennessee, and has another plant in an- 
other urbanized section of the country, told me that his workers, 
believe it or not, and he told me this, were producing at a rate of two 
to three times as high as the productivity rate in the urban area. 

As I said, I have no way of telling you that this is anything other 
than an isolated example. It may ‘be. But I have had others ex- 
press great satisfaction with these rural workers. 

I come from a town called Dickson, Tenn. My dad is the mayor. 
They recently expanded the city limits and annexed some territory. 
It is now 5,000 population. It was 3,000 inside the city limits when 
I was there. We have several hundred workers who live out in the 
country on farms but who will come in and work at the pants fac- 
tory or shirt factory or boat factory every day. They are very very 
high-type workers, as far as their productivity is concerned, and I 
feel there is no question they can operate the plant cheaper. 

Mrs. Suurrvan. I am from a highly industrialized area and for 
years we have suffered from industry going out into the country— 
the rural areas—not with the idea of operating with lower overhead, 
but with the idea of getting cheaper labor. 

That, of course, is the danger of industry moving out into the 
rural areas. I am very much opposed to the down-grading of labor. 
That is what I fear may be encouraged in a bill of this type—busi- 
ness establishing a branch factory in the rural area of low pay— 
then later closing the urban plant. 

We are experiencing a different type of problem right now in the 
city of St. Louis. Industry is moving out of the city; some 10 to 
15 miles out of the city limits, to erect new plants in sparsely settled 
areas. Industry in the city area is getting old and rundown, and 
taxes are going up; and this is a threat to our city proper. 

Industry is moving out into our county, and developing industrial 
areas in these new sections. They are taking the people from the 
city out a few miles into the country with them. They are not going 
into areas of high unemployment. They are going into new areas. 

So it is not helping those areas which might be depressed, but it 
is hurting our city. 

The problem [ am trying to focus attention on is this: How do we 
help the depressed areas without hurting our existing industrial 
centers? How do we avoid a migration of industry to low-w age or 
low-cost locations at the expense of the existing industrial centers? 

Governor Crement. I think I failed to cover one point which I 
should have, and you made a very good point there. 

There is a danger in the thing that you cited. 

I think that wages are re: lly influenced more by the type of indus- 
try than by where ‘it is located. 
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[ hope industry will not start trying to reduce wages too much. If 
it is necessary to reduce the wage in order to stay in business, we all 
have to stay in business. We have to alw avs face that reality. But 
if you set out to reduce the wage at the expense of human resources, 
human beings, that is another thing. 

But I believe our better rural industries in Tennessee try to pay a 
wage comparable to what they would pay if they were in Nashville 
or in Memphis. because they seem to feel a satisfied worker is a greater 
asset than a lower wage. We have had a very happy experience with 
some very good industries in Tennessee. You may be interested. 
The Tennessee weekly average wage in manufacturing employment 
was, in December 1957, $67.70. That is one of the highest in the 
South or Southeast. So I may be talking at the extreme end of this 
question. 

Mrs. Sutuivan. One other thing: 

On page 8 of your statement, Governor, you list some five causes of 
the present economic difficulty in which your State finds itself. In 
addition to those, do you belteve _ present administration’s hard+ 
money policy y was one of the m: “960 ‘auses for the present economic 
recession in Tennessee and in the Nation, as well / 

Governor CremEent. I would say this: I am most cognizant of the 
fact I come up here in the midst of partisan statesmen and states- 
women and we all have important party affiliations, and I think mine 
is well known. But in spite of that prefaced remark, I will say I do 
think they have gone too far in that direction, and I think that can 
very prope rly be listed as one of the causes. 

Mrs. Surrivan. Thank you. 

I think that is all, Mr. Chairman. 

Thank you, Governor, 

The CuatrmMan. Mr. Rutherford. 

Mr. Rutnerrorp. Thank you, Mr. Chairman. 

Governor, I think your statement is rather comple te here, as well as 
your appendix, and it does not leave too much for questions. 

My colleagues to the left of me have some questions. 

The first thing I wish to comment on is what Mr. Patman, my 
colleague from Texas, has said on the great contribution of Tennes- 
see in winning the battle of the Alamo. I would like to follow that 
by remarking that Tennessee produced and sent to Texas a great 
national leader, House Speaker Sam Rayburn. My predecessor as 
Congressman from the Sixteenth District of Texas—Federal District 
Judge Robert E. Thomason of El Paso—also came to Texas from 
your State and proved to be one of the outstanding leaders in my 
State. 

I have enjoyed so much reading Robert Love Taylor’s The Fiddle 
and the Bow. 

I compliment you on a very fine statement, Governor Clements. 
You are to be commended for your desire to do something for your 
State, and your drive in carrying out your programs without rely- 
ing entirely on the Federal Government. 

Governor Crement. Thank you, Congressman Rutherford, and 
since you did not take the time, with the chairman’s permission, may 
I say Robert Love Taylor went to Texas once. He went to Texas 
once and he had to make a speech and he asked, How many of you 
are from Tennessee ?” ; 
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A bunch of them stood up. 

He said, “Boys, you needn't have run. We weren't going to do 
nothing to you, anyway.” 

Thank you, sir. 

Mr. Ruruerrorp. Thank you. 

The Cuarrman. Mr. Coad. 

Mr. Coap. Mr. Chairman, Governor Clement, it has been a most 
splendid occasion for this committee to have you come before us and 
present so ably this very well prepared document. 

Governor Ciement. It is good to see you again, having seen you 
in Fort Dodge. 

Mr. Coan. It is nice to renew our acquaintance. 

I would like to ask just a couple of questions. You have spoken 
about industry, and while you have declared that you are not going 
to pirate industry, you are still interested in getting it to Tennessee, 
as we are all to our own States. 

Inasmuch as we now have an average nationwide capacity for 30 
percent more production than what presently is being produced in 
all industry, do you feel the mere moving of industry around or the 
expansion of present facilities is an answer ? 

Governor CLeMEN'T. Certainly not a sufficient answer, Congress- 
man Coad. ‘To the contrary the mere moving of industry can be very 
harmful, unless there is some real underlying reason which will bene- 
fit the industry and through the industry benefit the people and the 
country. I am sure there are cases where that is necessary, but the 
moving around of industry, like checkers on a checkerboard is not 
an answer; no, sir. 

Mr. Coap. Let me ask you this, then: We have seen the coming of 
greater expanded facilities for industries. 

We have seen almost full employment in months passed. 

We have seen high wages being paid. 

In fact, there have been some who have been critical of labor unions, 
because they were charging exorbitant wages. 

[ disagree with that, because in looking over the reports I find 
working people have gotten no more than a fair share. Industry has 
been able to apture large sales blocks for their items. 

They have fared very well by the fact they have made money and 
paid high dividend rates. 

Then how come we have a recession / 

Governor CLtement. I think as far as we are concerned in Tennes- 
see, and the reason I have tried to restrict my remarks to Tennessee 
examples, Congressman Coad, is to try to show you the sincerity with 
which I appear before you because I do not claim to know other State 
government’s problems as well as they know it, and what reasoning 
applies i in Tennessee might well not apply to another. 

I think there are the five reasons I have listed for our State of Ten- 
nessee and they are: 

1. Curtailment of defense employment. 

Relative decline in agriculture as a means of livelihood. 

3. Mass movement of rural population to cities in and out of the 
State. 

4. Rapidly growing population and labor force. 

5. High seasonal and cyclical variations in business. 
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Now, the third point is an answer in reverse, you might say, to your 
earlier ‘question. It is true this moving around of people or of indus- 
try is not going to do the job. 

I think the answer , Congressman Coad, is we have got to make an 
immediate start and have ‘long range, immediate research and local 
and Federal and State action. 

We have got to develop new markets both here and abroad I don’t 
think we can wait until tomorrow to do it. We should have done it 
yester day : and we have got to get started today. 

But in the meantime expert minds like those I have faced here to- 
day have got to, after conferring with those officials at the grassroots 
level, have to come up with an immediate answer to put in effect now, 
and then we have got to now start on the long-range program. 

Mr. Coan. Do you feel that the subdued price of raw materials, both 
agricultural and mineral, has been contributing as a factor to this 
while situation ? 

Governor CLEMENT. In spite of the fact that savings are present in 
the banks, as was pointed out earlier, and in spite of the fact that 
consumer prices have not declined considerably, over a period of time, 
I still cannot feel but that istrue. I would have to answer your ques- 
tion yes. 

Mr. Coap. I have one final question. 

I notice nationwide the production of soft coal, to and through this 
year up to April 5, is running about 22 percent behind that of 1957. 
Is that true, also, of Tennessee ? 

Governor CLemeEnt. As of this year, it is down some, but the real 
figures we have to look at is in a period of 7 years we have doubled 
our production and we have cut our employment in half. But it 
is down some this year. 

Yes. 

Mr. Coap. Thank you, Governor. 

The Cuatrman. Mr. Anderson. 

Mr. Anperson. It is a pleasure to see you again. We certainly 
enjoyed your fine presentation and will benefit from a study of the 
many additional items of information you have included in the book 
which you have given the members of the committee. 

Governor Crement. Thank you, sir. 

Mr. ANDERSON. My first question will be a rather selfish one, hop- 
ing to find some benefit for my State of Montana in your answer. 

You spoke of freight-rate discrimination having been eliminated 
in Tennessee in 1953, as I remember it. In Montana the situation 
still exists. They can ship freight through our State and deliver 
it on the other side for less than we can get it in Montana. They 
can ship it into adjoining States and then truck it into Montana 
cheaper than we can ship it direct into the State. 

I think we are the most discriminated against State left in the 
United States since the situation was cleared up down your way. 

I wonder if you could tell me in general how you accomplished the 
correction of the situation ? 

Governor Crement. Well, Congressman Anderson, I sympathize 
with you, because it is not only ‘discrimin: atory and wrong in my 
opinion, the discriminatory freight rates, but I sympathize with you 
because I know what you are up against in the fight you are going 
to face to doanything about it. It isa hard thing to solve. 
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Some of my best friends are in the industry but at the same time 

‘ou have told them and I will go on record as telling you. 

I think it is something that deserves an equitable solution. The 
best advice I can give you would be to get you in touch with one of 
the persons who helped lead the fight all through the years in our 
area, and that is Mr. Walter McDonald, of the Georgia Public Serv- 
ice Commission at Atlanta. He has a wealth of material and it may 
be we could save you and the people some money by putting some of 
that material in your hands. 

Mr. Anverson. I thank you for that help and will certainly take 
advantage of your advice. I would like to ask you whether industry 
came to Tennessee quite readily as soon as the low-cost power of the 
TVA became available? 

Governor Ciement. I have to answer it by saying this: We think 
it is attractive to industry but we have not found that they come 
there just because of TVA. 

Electric rates seem to—I have inquired into that to a considerable 
extent—low electric rates seem to be one attractive feature but ap- 
parently, or at least I have not found a case yet where it was the 
only factor that brought them in. 

Some of our friends to the north and the east claim we steal indus- 
try from them with the lure of electric rates and they cite a specific 
example and in getting specific they made a mistake because that par- 
ticular industry came there before TVA and not afterward. 

Mr. Anperson. I gather from your statement that without commit- 
ting yourself fully to each of the specific proposals, you do believe the 
committee should act both on the community fac ilities bill and the 
depressed areas bill, one being short term and one being long term. 
Do you believe the community facilities bill will provide a more im- 
mediate shot in the arm to the economy ? 

Governor CieMENnT. I believe so, sir, and I think your question 
would have to be answered in the affirmative. I think the committee 
should act double barrelled. 

Mr. Anperson. I see some of the columnists are finding fault with 
the community facilities bill, as being one that could not be put in 
effect rapidly enough. Do you think the communities in your areas 
could go ahead with their community programs and get this money 
and act on the community facilities, under the community facilities 
bill in time to be helpful ? 

Governor CLEMENT. I cannot speak for other areas, Congressman 
Anderson. 

But our people are very anxious, ready, willing and able to act and 
to act at once if we have the facilities with which to act. 

Namely, the money. 

Mr. Anperson. Do you think the time allotted, 13 weeks only for 
retraining under H. R. 6215, is enough? 

Governor Crement. I would have to answer that by saying this. 
That particular point has not been given attention by me which would 
justify me in giving you an answer that you deserve. 

Mr. Anperson. In the Army, just to remind you, we had the 13 
weeks program, that was only just a bare starter. Currently, we 
think they have to have at least 6 months training to become basic 
soldiers. Do you think in order to train a man in a new profession 
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that 13 weeks is enough or for some professions might he need 
much as 6 months? 

Governor CLEMENT. I think that could be a variable figure, because 
sometimes they could be trained sooner and other items it would take 
a good deal longer. 

"The one thing we boast of is the people down our way have found 
adaptability of our workers is such it does not take as long as you 
might have thought otherwise. I don’t mean to say our people are 
more adaptable than yours, but that is just an experience we have. 
Other than that I don’t believe I could get more specific because I am 
sure you have mroe information on that than I do. 

Mr. Anperson. Perhaps you would suggest that there be a little 
flexibility in it, then. 

You have suggested some industries, some jobs, would take a longer 
period of time than others. 

Governor CiemMent. I think the skill factor and the nature of the 
job would justify a sliding scale of some kind. 

Mr. Anperson. Thank you very much for your interesting presen- 
tation. 

Governor Crement. Thank you very much, Congressman. 

The Cuarrman. Mr. Breeding—— 

Mr. Breepinc. Thank you, Mr. Chairman. 

Governor Clement, it is a pleasure to have you in our committee 
this morning, and I want to compliment you along with my col- 
leagues on a statement so well delivered. It is the first time that 
[ have met you, although I have heard you and saw vou on television 
on Various occasions and alw ays enjoyed you very much. 

Governor Ctement. Thank you, sir. 

Mr. Breeprnc. I notice on page 13 of your testimony in regard to 
agriculture, in one small paragraph there you say there is one remedy 
that will apply to all cases but we in Tennessee have an idea that many 
work in many places, our State as well as others. 

Do you mean that you have other suggestions which will solve 
the farm depression which exists in your State as well as other 
States ? 

Governor CLemMEentT. Excuse me. I don’t believe I quite follow 
your question. 

Mr. Breepine. On page 13 you have made the remark, “We as 
Tennesseeans have a remedy that may work in many places.” Does 
this apply to some other idea other than set out in your brief? 

Governor CLtement. [ just don’t think I made myself, in the brief, 
as clear as I should have and I realize that as you quoted my re- 
marks back to me. 

In that particular case I was referring principally to the fact that 
through this community development facilities, through the develop- 
ment of parks, recreational facilities, things the people can use 
looking forward some people are talking now in terms of a reduced 
workweek, and I have said many times while we have a problem it 
is great to live in a country where three of our biggest problems are 
to find a place to park your automobile, how to keep from getting fat, 
and what to do with your leisure time, and I think what to do with 
our leisure time is one of the major problems we are going to face 
in the future, that it can affect our whole way of life and we should 
continue to develop recreational facilities for our people and we are 
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peculiarly adapted to that type program and we are doing it on the 
State level. 

That was really the specific thing I had reference to. 

Mr. BreepinG. I thought perhaps you might have a solution to the 
farm situation nationally. 

Governor Clement. Well, I forgot and left it at home. [Laugh- 
ter. | 

Mr. Breepinc. I would like to ask you—has the loss of agricul- 
tural income in your State helped to bring on the unemployment sit- 
uation in a large measure? 

Governor CLEMENT. Definitely, sir, and that is one of the things 
I set out, I believe, in my five specific items. It definitely has been 
a major factor. 

Mr. BreepinG. That is true in my State. I come from the Fifth 
District of the State of Kansas, which is principally agricultural and 
the same thing applies to my area. 

Governor CLEMENT. Yes, I think in my talk of my State and others, 
that we are changing from agriculture to industrial and whatnot, 
that we have forgotten, while that may be true, when we remove 
emphasis on agriculture, as the very basis of our economy, we are just 
cutting our own throat. 

Mr. Breeprxg. One final question. Do you feel we are in an ex- 
ceedingly serious situation because of the fact that on a seasonal 
adjusted basis unemployment is now 7 percent of the total labor 
force of our country, the highest level since the end of World War IT? 

Governor CLEMENT. Yes. sir, I do. I think we are in a very seri 
ous situation. 

Mr. Breepine. Thank you. 

Governor CLEMENT. I want to make this clear. 

I think T have an obligation and think every other public official 
in a similar position does to tell the people the truth because the 
(good Book teaches us: You shall know the truth and the truth shall 
make you free. 

I think we also have an obligation and I remind myself of it many 
times publicly, and privately, to keep myself conscious of my obliga- 
tion not to engage in unfair tactics or political prog: aganda’ for that 
purpose, and to go no further than to bring out the seriousness of a 
situation which must be solved but on the other hand to emphasize 
we have faith in our ability to solve the problem but the Lord helps 
those who help themselves, and I think we have to do something to 
help ourselves. 

Mr. Breepine. Thank you, Governor, and thank you, Mr. 
Chairman. 

The Cuatrman. I want to thank you for the very excellent state- 
ment you made, and the very eloquent speech you have made about 
your own State. 

I want to congratulate you also on the fact that some of your able 
delegation from Tennessee had the opportunity to hear you. I also 
want to thank you for bringing so many distinguished Tennesseans 
with you, and IT hope you will go home through the friendly State of 
Kentucky, and use your eloquence to ascribe the beauties of our own 
State. 

Governor CLeMEN?T. Thank you, Mr. Chairman. It has been a 
pleasure. These people are not only here with me today. They are 
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available at your call, and the call of your staff to work with any of 
your people at any time and furnish any information we have. 

May I take a moment in closing to say this. We are proud of these 
gentlemen here from Tennessee, and proud of those from Texas who 
originate in Tennessee, Mr. Sam Rayburn, and others, but when you 
stop and think whenever the Nation has been in trouble, they have 

‘alled on a Tennessean. They called on Andrew Jackson when they 
wanted someone to ride a horse from Nashville to New Orleans. 

When they wanted somebody to make good friends of our Latin 
American neighbors, they called on Cordell Hull. 

When they wanted to save Mr. Patman and Mr. Rutherford for 
the Nation and from Mexico, they called on Sam Houston. When 
Hollywood needed a king of the wild frontier, they called on Davy 
Crockett. 

We are so patriotic and thankful for the good things when we 
heard responsibilities were being shifted from a man from General 
Motors to a man from Procter & Gamble, another estimable gentle- 
man, we gave Elvis Presley, Hounddog, and all. 

Thank ° you Mr. Chairman. 

The Cuarrman. My father was a Tennessean. 

Governor CLEMENT. Yes; I am sure you are proud of that. 

The Cuatrman. And when the State seceded, he with it. 

Governor CLement. Thank you. 

(At 12:15 p. m., the committee adjourned.) 
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MONDAY, APRIL 21, 1958 


House or REPRESENTATIVES, 
COMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10 a. m., Hon. Brent 
Spence (chairman) presiding. 

Present: Messrs. Spence, Brown, Patman, Multer, Mrs. Sullivan, 
Mrs. Griffiths, Messrs. Vanik, Rutherford, Coad, Anderson, Breeding, 
Talle, Kilburn, McDonough, Widnall, Betts, Mumma, Hiestand, 
Seely-Brown, Hender son, and Chamberlain. 

The Cuarrman. The committee will be in order. 

I desire to insert in the record a letter I have received from Mr. 
Truman, enclosing a letter he has sent to Mr. Krock of the New York 
Times, and the letter I have received from Mr. Krock, enclosing a 
letter which he has written to Mr. Truman. 

Tf there is no objection, they will be inserted in the record. 

Mr. Mumma. Mr. Chairman, was that the letter of apology that he 
has written ? 

The Cuarrman. In the letter to Mr. Krock he admits he made a 
mistake. I think if the whole thing was brought to mind, he wouldn’t 
have made that statement, but he frankly admits he didn’t remember. 

Mr. Vantk. Mr. Chairman, I might say that that is in keeping with 
democratic tradition, to admit a mistake when it is made. 

Mr. Mumma. How long does that have to be in effect to be a tradi- 
tion ? 

Mr. Mc rer. It goes back at least to the beginning of the Roosevelt 
days and was ¢: arried on all through the Truman days to today. 

Mr. Kirsurn. Mr. Chairman, observing the right to object, IT am 
very glad to have this thing put in the 1 ecord and fam glad the chair- 
man is putting itin. I certainly would not object. 

Mr. Mumma. No objection. 

Mr. Tauie. Mr. Chairman, it is always commendable when a person 
has made a mistake to recognize it and admit it. 

The CuarrmMan. I think so. If he who is without fault had thrown 
the first stone, there wouldn’t be many stones thrown at him. 

(The letters referred to are as follows :) 

APRIL 16, 1958. 
Hon. BreNT SPENCE, 
Chairman, Committee on Banking and Currency, 
House of Representatives, Washington, D.C. 

DEAR CONGRESSMAN SPENCE: I do not know when I have ever had a grander 
time or been more courteously treated than before your committee. 

Unfortunately, I made one mistake and I am sending you a copy of the letter 
I have just written to Arthur Krock. I want you to put it in the record and tell 
that Republican Congressman that because of a memory slip at the time, I 
thought he was trying toembarrass me. I regret that it happened. 

Sincerely yours, 
Harry 8S. TRUMAN. 
237 
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APRIL 16, 1958. 
Mr. ARTHUR KrRock, 
Washington Bureau, New York Times, 
Washington, D. C. 

Deak ArTHUR: The situation which developed at the time of ny appearance 
before the Banking and Currency Committee of the House was an unfortunate 
one. I was taken by surprise and thought an effort was being made to embarrass 
me at your expense. 

I talked to Dean Acheson in Kansas City yesterday, and he remembers that 
the individual sentences quoted from the interview by one of the Republicans on 
the committee were correctly reported. If the interview had been quoted in full, 
as it should have been, perhaps I would have remembered it. 

As you know, I never go back on a concrete statement I make to any man, but 
please remember that that was some time ago, and my memory, like that of most 
people, sometimes fails to work quickly. 

I regret it very much, but I still cannot see why it was necessary to dig up 
dead horses, and situations long since successfully concluded, merely to justify 
the fact that nothing had been done to correct our present problems. 

As I said, I thought you were being used to make a whipping boy out of me. 

A copy of this letter is being sent to the chairman of the House Committee on 
Banking and Currency with the request that he put it in the record. 

Sincerely yours, 
Harry S. TRUMAN. 


APRIL 17, 1958. 
Hon. BRENYr SPENCE, 
The House of Representatives, Washington, D. C. 

DeaR Mr. CHARMAN: I have received a letter from former Presideut Truman 
of which he has sent you a copy with the request that it be put in the record of 
your committee hearings. 

If you so desire, you may also put in that record the enclosed paragraphs from 
a reply I sent to Mr. Truman today. 

Yours faithfully, 
ARTHUR KROCK. 


Aprit 17, 1958. 
Hon. Harry S. TRUMAN, 
Independence, Mo. 

Dear Mr. PRESivpENT: Thank you for your letter of April 16, and for your 
generous act in sending a copy to Chairman Spence with the request that it be 
included in the record of his committee hearings. 

I agree with you emphatically that the Republicans were using me to make a 
“whipping boy” of you. And I agree with equal emphasis that the entire para- 
graph in the 1950 interview that included those two sentences should have been 
quoted. It justified no attack on the ground of inconsistency or any other, and 
your statement that a certain amount of unemployment was “supportable” in 
our economy is wholly different from, and indeed exclusive of, any implication 
that this is “desirable.” 

Yours faithfully, 
ARTHUR KROOK. 

The Cuarrman. We have Governor Harriman with us. He has been 
Ambassador to Russia, Secretary of Commerce, and now the Governor 
of the most powerful State in the Union. I am quite sure he will have 
something to say to us that will help us in the task we are now under- 

taking to relie »ve the une inploy ment situation. 

We are very glad to have you here, Governor Harriman, and we 
are ¢ »omplimented that you would come down here and give your views 
to us. 
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STATEMENT OF HON. AVERELL HARRIMAN, GOVERNOR OF THE 
STATE OF NEW YORK 


Governor Harriman. Thank you, Mr. Chairman and members of 
the committee. 1 greatly appreciate this opportunity that you have 
extended to me to appear here today before your dis inguished com- 
mittee. 1 will try to be brief. It is a very difficult subject to discuss. 

In the face of the recession, | should like to express my deep con- 
fidence in the long-range economic soundness of our country. At the 
same tine, I wish to state with equal emphasis that it is the respon- 
sibility and the duty of the national administration to provide the 
leadership necessary for recovery from the present contraction of 
business activity and for a resumption of growth. As Governor, I 
offer the full cooperation of New York State to this end. 

I repeat what I have said before: This recession was not necessary, 
at least to the extent it has developed. It has been brought on by ill- 
advised policies, and inaction on the part of the administration has 
permitted it to deepen. 

The administration has tried to minimize its responsibilities in the 
domestic economic sphere. But it cannot deny that the conduct of 
foreign :ffairs, is the President’s responsibility. Recession in this 
country doesn damage us alone. It is infectious, and since our econ 
omy is such at enormous percentage of the world economy, it affects 
people the world over. I want to speak about this aspect first, as we 
ean recover from blunders here at home, but the damage they do in 
the world to our vital interests and security is more difficult to remedy. 

The lagging state of our economy is in startling contrast with the 
new data released by the Soviet Union, claiming that production in 
their coal, steel, oil and electrical industries has exceeded planned goals 
for the first 2 months of 1958. Their total economy is probably 
increasing by 7 percent annually. Our economy and particularly our 
heavy industry currently is going in the opposite direction. 

In the fateful struggle w ith Kremlin-led communism, it is crucial 
to maintain the economic health and strength of the free world, and 
to demonstrate to the uncommitted or wavering nations that freedom, 
economic security, and progress can be achieved together. 

There are vast sreas of the world where the standard of living is 
frighteningly low, where the average income is only $100 a year, and 
many people have only a fraction of that. It is vital to our interests, 
and in the long run to the peace of the world, that communism not 
succeed in seducing with its false promises the peoples of these under- 
developed areas. A recession in our country means a reduction in our 
purchases of raw materials in their countries. When we stop buying 
from them, they can’t buy what they need, and misery and hunger 
follow. This also causes a setback in their development programs, 
on which the hopes of the people for a better life are based. 

In addition, conditions in our country today are handing the Com- 
munists a propaganda weapon of the most damaging nature. They 
can point to their historic claims of instability and weakness in the 
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capitalistic system, and of the “inevitable”’—as they call it—tragedy 
of unemployment. They can point to the Soviet as having no unem- 
ployment. This propaganda is bound to have an adverse effect every- 
where, in the underdeveloped countries of Asia, Africa and South 
America, and particularly in countries such as India, which is plagued 
with a serious unemployment problem, especially among the young 
intellectuals. In certain European countries, unemployment has for 
decades been the major social and political problem, and has given 
communism a foothold. And reports of unemployment in the United 
States cannot fail but to strengthen the Communist influence. 

A continuation or worsening of the recession would have a serious 
weakening effect on the NATO alliance, and on the economic well- 
being of our friends and allies. Building on the Marshall plan, the 
economy of Western Europe has been strengthened to such a point 
that these nations have not as yet been seriously affected by our reces- 
sion. In time, the reduced earnings in the primary producing coun- 
tries, caused by our reduced purchases, are bound to cut back the 
demand for European industrial products. As a matter of fact, this 
is already reflected in the order books of capital equipment producers 
in Germany and Britain, although to date their rate of production 
has not slowed down. It is vital, therefore, that we should continue 
to maintain a normal level of purchases from the underdeveloped 
countries. But we will not be able to do so if the wheels of our 
economy continue to turn at low speed. 

We must also take into account the psychological impact of the 
recession. The crash of 1929, and the depression which followed, with 
its disastrous international consequences, is still a specter in the minds 
of the European peoples. Our political influence and prestige are 
bound to be diminished if our present economic malady is not rapidly 
cured. Our basic economic strength in contrast to the Soviet’s has 
been a fact of tremendous importance. We have been able to speak 
proudly of steel capacity, for example, far in excess of the Kremlin’s. 
But if half our steel capacity remains idle, the comparison is unfavor- 
able. In brief, we become a less formidable power, to our friends 
as well as our foes. 

Sputnik was a telling blow to our prestige as the outstanding scien- 
tific Nation. The recession can become an even greater blow to con- 
fidence in us. Perhaps in the long run the scars of the recession on 
our domestic scene can be erased, but it might not be possible to repair 
the damage to our vital interests in the cold war caused by Communist 
gains resulting from a continuing recession in our country. 

We cannot afford to allow this situation to goon. We cannot afford 
idly to wait in the hope that it will cure itself. For our future security 
the administration must recognize its responsibility. I certainly hope 
the Congress will continue to press for effective action. Of vital 
importance to the cause of freedom in the world is the maintenance of 
a stable and expanding economy at home, and a consistent policy to 
assist the free countries achieve similar ends. Failure to act vigor- 
ously now plays directly into the hands of the Kremlin. 
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CONDITIONS IN NEW YORK STATE 


New York State has not been hit as severely as some parts of the 
Nation. But it is impossible to quarantine the effects of a recession 
among the States, as among the nations. Consequently, business 
activity in the State has declined sufficiently to be of great concern. 

Unemployment already has increased so that Buffalo, Syracuse, 
Utica, Rome, and three smaller regions within the State have been 
designated as areas of “substantial labor surplus.” lyrane unemploy- 
ment is about 8.5 percent—tw ice as high as a year ago. 

Already, more than 30,000 unemployed See “have exhausted 
their insurance benefits. ‘Two weeks ago, exhaustions reached the rate 
of 3,000 a week, and this is sure to increase in the weeks immediately 
ahead. As a result, there is already mounting evidence of heavier 
burdens being plac ed upon local welfare authorities. Applications 
for home relief are 50 percent higher than a year ago. The President’s 
proposal in his budget message to cut bac k Federal assistance to the 
disabled and blind ‘people, the aged and children, was particularly 
poorly timed. 

In 1955, housing starts and authorizations in New York totaled 
100,000. Last year, there were only 65,000, the lowest in a decade. 
Looking ahead we need annual home construction at the level of 125,000 
reached in 1950. In February just past, starts and authorizations ‘fell 
15 percent below a year ago, and were the lowest for that month in the 
past 9 years. This was ‘the 28th consecutive month in which there 
were fewer housing starts than in the same month of the preceding 
year. Offsetting this, business construction was at a high level. 

These trends have been reflected in the State’s index of business 
activity which fell in February to six points below the level of a year 
ago. The average workweek has continued to decline, falling to the 
lowest point since 1954. Some industries are working a short work- 
week, and there is considerable underemployment. 


NEW YORK STATE'S PROGRAM 


While it is the primary responsibility of the Federal Government 
to take action to reverse the recession and reduce the suffering and 
waste of idle hands and idle machines, we in New York State have 
not sat by passively. We have acted to bolster consumer income, and 
to increase and to accelerate expenditures for public works. Some of 
the steps we have taken antedate the onset of this recession, but they 
are nonetheless effective in helping to offset. the consequences of the 
current decline. 

Last month, maximum unemployment insurance benefits were in- 
creased by 25 percent, from $37 to $45, and the increases made retro- 
active to ‘July 1, 1957. Workmen’s compensation benefits are being 
increased to a maximum of $45 a week, the same as was fixed last 
year for disability benefits. Under our disability benefits program, 
coverage is being extended from 20 to 26 weeks, which is the same as 
our unemployment benefits. 

Minimum wages have been increased in 6 of the 10 industries under 
the jurisdiction of our wage boards. We estimate that 600,000 em- 
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ployees in New York State will benefit from this either directly or 
indirectly. 

I have been concerned about the increasing difficulties confronting 
small-business men, and in New York we have launched two effective 
programs to assist them. One is a small-business assistance program 
which provides technical advice usually available only to larger cor- 
porations. The other, the Business Development Corp., m: ikes loans 
to smaller business firms which cannot. obtain financing in normal 
commercial channels. Through March 30, the corporation, with par- 
ticipating banks, had approved loans of about $9 million. 

Our housing needs in New York State are great, and the steady 
decline in new starts and authorizations I have referred to has inten- 
sified the shortage. At the recently adjourned session of the legisla- 
ture, with my endorsement, 2 State housing bond issues aggregating 
$200 million for additional public and middle income housing were 
approved, and will be submitted to the voters in November. 

In January I appointed a committee on une mployment headed by 
Edward T. Dickinson, commissioner of commerce, and ine luding Dr. 
Isador Lubin, our industrial commissioner. The committee has been 
working with business, labor, and local government officials to stimu- 
late maintenance and construction spending. A “Do It Now” cam- 
paign has been initiated. 

In the public works field, we have accelerated our rate of expendi 
tures. With regard to highways, due attention has been paid to 
awarding contracts in those areas of the State where unemployment 
has been more severe, and thus we are letting contracts totaling $82 
million on Long Island and on the Niagara frontier during the pres 
ent construction season. Of the funds available to us in connection 
with Federal highway programs, we have committed $257 million in- 
cluding, through use of State advances, $82 million that will be avail- 
able only after July 1. In the State fiscal year just ended, our total 
program for toll-free highways reached $326 million, triple the rate 
of just 3 years ago, and this year’s program will be above last year’s. 

Our State will make full and immediate use of the additional $40 
million made available under the new Federal highway law. With 
matching State funds, our current year’s program will thus be in- 
creased by $54 million. We can place additional contracts this year, 
should the necessary Federal aid be provided. 

Money is avails ible for certain construction programs roads, the 
State university and mental hygiene hospitals—since the voters have 
recently approved bond issues totaling more than $1 billion for these 
purposes. But all of this can only go so far without a Federal 
program. 

NEED FOR A FEDERAL PROGRAM 


I want to stress today my conviction that the Federal Government 
must take measures to support a strong economy with maximum em- 
ployment. This was laid down as a matter of national policy in the 
Employment Act of 1946, and it has distressed me to see that current 
national economic policies have abandoned responsibility for the 
maximum employment, production, and purchasing power objectives 
of this act. 

There is still evidence of the sentiments expressed last fall when 
there was too much feeling that conditions would right themselves 
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without any Federal action. This attitude, I fear, is based on a fail- 
ure to recognize the differences between the present recession and the 
setbacks in 1948-49 and 1953-54. In the two earlier recessions, much 
of the effect could be explained by a substantial inventory liquida- 
tion. Investment in new plant and equipment was not greatly 
affected. 

By contrast, in the present recession plant and equipment outlays 
have been substantially affected. In the third quarter of last year, 
they were at an annual rate of $37.75 billion. During the present 
quarter, they are down to $32.55 billion, and this figure, reflecting a 
change of more than $5 billion, may not reflect recent further cut- 
backs. While quarterly data show a greater fluctuation, it should be 
noted that plant and equipment expenditures for all of last year 
totaled $36.96 billion and are officially, but liberally, estimated for 
this year at $32.07 billion. So on this basis the contraction is much 
greater than in the 1953-54 recession, and substantially greater than 
in 1948-49. 

Needless to say, there has also been a substantial contraction of 
inventories. 

An inventory recession can come quickly and be quickly over. But 
plainly, cutbacks in durable investment and construction are much 
more serious matters. These involve much more deliberate decisions 
and are not nearly so quickly reversed. It is this more serious situa- 
tion which confronts us now. 

To date, I regret to say, I see no signs that the administration has 
any clear understanding of what it must do. This indecisiveness and 
failure to arrive at a firm, constructive program has instilled a lack 
of confidence among private investors and consumers which is multi- 
plying our difficulties. We know from bitter experience that we can- 
not talk ourselves out of a depression, and this technique won’t work 
with a recession either. The way to restore confidence is for the ad- 
ministration to face the facts, tell the people the truth, and act posi- 
tively and convincingly. 

More than a year ago—I think more than 18 months ago—I ex- 
pressed my deep concern that the tight money policy would reduce 
employment and constrict investment and business activity without 
stopping inflation. This regrettably has proved all too true. Be- 
cause these risks were ignored our task today is one of applying re- 
medial measures—a task immeasurably more difficult than would have 
been the taking of preventive measures earlier. 

There should no longer be any debate over what is required. The 
clear and urgent need is to remedy the conditions which have caused 
unemployment and resume the economic growth which is normal and 
necessary for our economic system. The tools are at hand, and we 
should use them. Here is some, although I don’t contend that this is 
all of them: 

1. Monetary policy: The relaxation of the tight money policy 
has been tentative and halting. Even the steps taken last week 
were, I believe, still inadequate. I would like to see the Fe 'eral 
Reserve Board undertake the purchase of several billion dollars of 
Government bonds, the effect of which would be to increase the avail- 
ability of credit and further lower interest rates. 

2. A large and diversified program of public works: These should 
be expedited vigorously, with a view to getting the maximum amount 
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of work underway in the shortest possible time. The Congress has 
already done well in expediting legislation to step up home and high- 
way construction, although more should be done in these areas. And 
there are other urgent needs, including an additional Federal pro- 
gram for housing and urban renewal, school construction, irrigation 
and flood control, and hospitals. 

After initially proposing a curtailment of Federal hospital aids 
under the Hill-Burton Act, the President more recently asked that 
funds be continued at the current rate, $120 million. But the present 
Federal program is inadequate to our needs. In the next fiscal year 
New York’s share will be only $6.3 million. If these funds were 
increased sufficiently to meet the applications filed by the communi- 
ties, work could begin on 39 projects within the year, involving $41 
million in Federal aid and a total investment of $122 million. 

It is important, too, that the Federal airport aid program, which 
was initiated in 1947 when I was Secretary of Commerce, and which 
expires after this year, should be not only extended, but expanded. 
From the funds which become available July 1, municipalities in my 
State have a need for and requested $23.4 million in Federal aid. 
They are receiving only $3.4 million. 

Providing employ ment ‘and a stimulus to the economy is our main 
purpose, but it should not be overlooked that public works of this 
sort, and many other types, are all investments needed for better and 
healthier America 

3. Federal standards for unemployment insurance and minimum 
wages: Federal standards should be established for unemployment 
insurance at an adequate level in benefits and period of coverage, and 
the numbers eligible expanded. Not only would this lead to greater 
benefits for ere in many States, but would afford protection 
to States like New York which already have high standards. In 
addition we need an extension of the protection of ‘Federal minimum 
wages to millions now unprotected. This is particularly important 
now to protect against exploitation of the unemployed s seeking jobs. 

4. Farm income: The farmer’s income should be effectively pro- 
tected, not alone for the benefit of the farmers, but for the helpful 
influence in buying power of a prosperous agriculture. 

5. Tax rk I join with those who believe emergency tax reduction 
is necessary. I do not believe this would have been necessary if there 
had been affirmative action by the Federal Government 6 or 8 months 
ago, as we are of the advisory council of the Democratic National 
Committee recommended. 

[ joined with 10 other governors, sending a telegram in early Feb- 
ruary, urging action. We recommended holding off tax relief and 
taking other action first. The tax relief should be designed to go 
largely to those in the low and middle income groups. If done in 
this fashion, we have greater assurance that the tax relief would im- 
mediately find its way into consumer expenditures. A measure of tax 
relief should be considered for small business. 

I was interested to note that Secretary of the Treasury Anderson, 
in an address last Friday before the American Society of News- 
paper Editors, said that the administration has revised its estimates 
for next year’s budget from a $466 million surplus to an $8 billion 
deficit. This startling change of estimates in a period of 3 months 
would indicate that either the administration had had little under- 
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standing of the seriousness of the economic recession which was al- 
ready in progress, or the Secretary now wishes to paint such a pessi- 
mistic picture of the state of the budget that it will deter the Congress 
from taking action. Perhaps it’s fair to say that it’s a bit of both or 
a lot of both. 

A week ago, before your committee, President Truman suggested 
that there would be a deficit from $4 billion to $8 billion. The Secre- 
tary seems to have jumped upon President Truman’s highest figure. 
For my part, I wish to emphasize that Federal income during the 
next 2 years will be substantially affected by the vigor of the measures 
taken now to end the recession and start expansion again. Money 
that is effectively spent now for this purpose will increase business 
activity and, thus, Federal revenue, and over a period of 2 years will, 
in my opinion, reduce the deficit rather than increase it. Far from 
being deterred by Secretary Anderson’s gloomy prediction, I suggest 
to this committee that his figures emphasizes the need for prompt and 
full action. In my opinion, it would be reckless to do little, and 
sensible and safer to take strong measures. 

We should bear in mind that there has been a tremendous loss of 
production, estimated at between $20 billion and $30 billion in the last 
year, because of the failure to make full use of our economic potential. 
Our security needs and the needs of our people demand that we make 
full use of our increasing productivity and expanding labor force. 
We cannot afford the waste of idle hands and idle plants. 

In conclusion, I would like to refer to several bills before your 
committee, pertinent to the problems we have been discussing and 
within the scope of these hearings. 

One of these, introduced by your chairman, is the community 
facilities bill, which provides for up to $2 billion in loans to States and 
to local communities for many types of nec essary improvements, in- 
cluding schools, public hospitals, streets, parks, and other facilities. 
In making available funds for these purposes at reasonable interest 
rates, this proposal would serve a most useful purpose. I prefer the 
bill as it is before this committee to the amended version adopted by 
the Senate last week. 

Also before the committee is the area-redevelopment bill, intended 
to help solve the difficult problem of chronic unemployment and under- 
employment in localized areas, even in generally prosperous times. 
A year ago, Edward T. Dickinson, commissioner of commerce in New 
York State, testified before the Banking and Currency Committee of 
the Senate, and expressed his agreement with the purposes and ob- 
jectives behind this legislation. “He indicated some areas of the bill, 
however, which he felt might be detrimental to New York. 

I have felt for many years, since I was Secretary of Commerce, that 
Federal assistance should be provided to employers, employees, and 
communities dislocated as a result of adjustments in our tariff sched- 
ules under the reciprocal-trade program. In my opinion, this is 
definitely a Federal responsibility, and an effective program should be 
developed to that end. 

I might mention at this point that in New York we have launched 
a comprehensive study of the causes of low income and we have under- 
taken an action program to attack poverty. Through these studies 
and pilot projects, we have learned much about how ‘individuals and 
families can be helped to help themselves increase their incomes, par- 
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ticularly through vocational education, rehabilitation, and the elimi- 
nation of discrimination in employment and promotion. 

Finally, you have before you several bills which provide for long- 
term financial assistance to small business. Among them, I commend 
to your attention the bill introduced by Representative Multer (H. R. 
10980). With the spectacular increase in the larger corporations, and 
the increasing difficulties of small business, we must give every pos- 
sible encouragement and aid to small business if we are ‘to preserve our 
American system. Small business requires long-term capital and, 
also, technical assistance. When I was Secretary of Commerce, we 
developed a technical assistance program which, I understand, has 
since been sharply curtailed. This service is today needed to enable 
small business to compete with the larger combinations. May I com- 
mend your committee for its initiative ‘and determination in this field. 

The Cuairman. Thank you very much. New York State is a 
State of highly diversified industries. There is no predominant in- 
dustry in New York? 

Governor Harriman. New York State has the largest employment 
in industry of any State in the Nation—I think 35 percent more 
than the next industrial State, and the value added by manufactur- 
ing is larger than any other State. 

The garment industry extends throughout the State, and we have 
the Nation’s third-largest steel-production center on the Niagara 
frontier. In the Buffalo area, we have large electrical manufac- 
turing and other heavy industrial manufacturing. We have rather 
stable employment in such activities as banking and insurance and 
general activity in which New York is so generally predominant. 

The Cramman. Have all these industries felt the effect of a 
recession ? 

Governor Harriman. Some more than others. That is why I spoke 
of the fact that in some areas we had more unemployment than 
in others. For instance, although the State as a whole has but 
814 percent, in Utica there is 12 percent unemployment; Amster- 
dam, 13.5 percent; and in the Gloversville area and Fulton County, 
22 percent. 

The CuHarmman. In numbers, what is the unemployment in New 
York; how many people? 

Governor Harriman. It is about 440,000 of insured unemployment, 
but I would think, taking unemployment as a whole, it probably 
runs close to 800,000. 

The Cuamman. What is the condition of the farming industry 
in New York? 

Governor Harriman. New York State is the second largest dairy 
State in the Nation, second to Wisconsin. The milk industry is 
suffering and that accounts for half of our agriculture, so you can 
see there is a substantial difficulty among our farmers. 

The other industry is fruits and vegetables which fluctuates de- 
pending upon the supply of apples, potatoes, and other vegetables 
in other States. They have their ups and downs, but the dairy in- 
dustry is very seriously affected by the low price of dairy products, 
We have protected the fluid milk market by new orders, State-Fed- 
eral orders, but we cannot protect about half of our production 
which goes into butter, cheese, and other milk products. 

The Cuarrman. How long has that condition lasted in New York? 
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Governor Harriman. Well, we have had a depression in the farm 
industry since 1952. It has been increasing. 

The Cuamman. Dr. Talle. 

Mr. Tatts. Thank you, Mr. Chairman. 

I am glad to see you as a witness before the committee, Gov- 
ernor Harriman. Aside from your duties as Governor of the Em- 
pire State, you have had broad financial experience. ‘That is — 
{ would like to spend a little time on the community facilities aspect 
of the legislation, and have your comments on it. 

You would agree, would _ not, Governor Harriman, that States 
and municipalities generally | lave iN process a substantial volume 
of community fac ility projects on which voter approval of the bonds 
has been obtained and plans drawn ? 

Governor Harriman. I didn’t hear the last of that. 

Mr. Tatte. That States and municipalities generally have in proc- 
ess a substantial volume of community fac ility projects upon which 
voter approval of the bonds has been obtained and plans drawn ! 

Governor Harrrman. Yes; that is true. The largest single prob- 
lem in our local communities is a school program. We have been 
building something between 350 and 400 million dollars a year in 
recent years in our schools and there has been voter approval of 
these projects. Unfortunately in the last 6 months there has been 
a tendency on the part of the voter to disapprove some of the school 
bonds. That was largely, I think, because of the very high cost 
of money. But each community, of course, has a diiferent situation. 
By and large, New York City is up to its debt limit, whereas some 
of the other communities are not fully up to their debt limit. 

Mr. Tatxx. Certainly the 18.2 billion dollars of State and munici- 
pal financing in the private market in the past 3 years supports 
my point, and the record of 1.7 billion dollars of financing 
in the first 2 months of 1958 emphasizes the fact I point to even more. 

Now the second question: You would also agree, would you not, 
that States and municipalities will not sell their bonds in the private 
investment market if they can sell them at a lower interest cost to the 
Federal Government. That would be just ordinary good business. 

Governor Harrman. That is correct. I want to point out that the 
interest rates that have occurred during the tight money policy was 
a discouragement, and I hope that the policies now will encourage a 
reduction of interest rates to make it possible for communities and 
school districts to borrow at the rates they used to. These interest 
rates have not returned. Although they are lower than they were, 
they have not returned to the level that they were 4 or 5 years 
ago. Certainly it is true that if the Feder: al Government offers 
low interest rates, the communities will go wherever they can get 
money the cheapest. I am not suggesting Federal loans where the 
communities can borrow in the private market. 

On the other hand, for some types of improvements it is very 
difficult to get money because the bank always looks at the purposes 
for which the money is used, and whether there are adequate reve- 
nues to repay those loans. 

Mr. Tauix. The net effect of these bills would be simply this, that 
there would be no new jobs, no new jobs at all, but the F ederal Govern- 
ment would take over the financing that is now done in the private 
market. 
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Can you point to any restrictions in any of the community facility 
bills—and there are several bills—other than interest rate pro- 
visions which would prevent local communities from rushing in to 
get the Government funds at low rates while the funds lasted ? 

Governor Harrrman. May I say that I understand the rate fixed in 
this bill is 3.5 percent. As far as New York State school districts 
are concerned, their recent borrowings, if [ am correctly informed, 
have been at 3.2, so you won't find New York State school dis- 
tricts rushing to the Federal Government. 

You may find some school districts whose credit is not too good 
coming to the Federal Government and it would encourage those 
school districts who are finding it very difficult to get money. 

For instance, a community where there is substantial unemploy- 
ment, the bankers charge a very much higher rate of interest. ‘Those 
communities are the ones that are finding it difficult to collect taxes 
when there is a lot of unemployment and they would be helped. 

In other words, it would help those communities that need help, 
as far as New York State is concerned, and those communities which 
do not need help would go to the private market. I want to make 
it very plain, sir, that I am strongly in favor of all the financing 
being done through the private market where it is feasible to do so at 
reasonable ‘rates of interest. 

Mr. Tauiz. May I point out specifically one bill, the Rains bill, 
that proposes two and a half billion dollars to be lent at 2 percent. 
Now, none of the $1.7 billion of privately financed municipal 
projects in the first 2 months of 1958 was financed at a 2 percent 
rate. So all of those would turn to the Government for funds, and 
the two and a half billion dollars provided would last about 3 
months at the rate of private financing actually prevailing in the first 
2 months of this year. So we might go on to the bill introduced by the 
chairman, $2 billion at a rate of about 3 percent. 

Do you realize, Governor, that 45 percent, or over $766 million of 
the municipal bonds actually sold in the private market in January 
and February of this year would have been eligible for Government 
purchase, so we can conclude $2 billion would last about 6 months? 

Governor Harriman. Well, sir, I think the bill should be drawn 
in such a way as to assist those communities that cannot get funds 
in the private market. I am frank to say I have not studied the 
details of the bill but I think that should be the principle. I do 
believe money should be available from the Federal Government 
to help communities which are having difficulty borrowing today. It 
is those districts that have high unemployment which find it difficult 
to borrow, and it is that kind of thing that makes it difficult for 
them to borrow. 

I think the Federal Government can stimulate borrowings by a 
community if there is a loan fund appropriately set up and appropri- 
ately administered. 

Mr. Tate. It is clear to me these bills will not do what some 
people think they will. 

Governor Harrman. I cannot speak of the bill, but I can speak 
of the objectives and I understand that is the objective of the bill. 
I have no doubt that your committee with its long experience can 
draft a bill to accomplish the objectives for which it is put forward 
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and bring about something that would not be just a transfer from 
the private market. 

Mr. Brown. We are glad to have you before the committee. Sec- 
tion 10 of H. R. 6215 authorizes a revolving fund of $100 million 
for development loans in industrial depressed areas but only $50 
million for development loans to rural areas suffering from economic 
unemployment. 

There are over 300 counties in the United States with a population 
of 7 million that are suffering from substantial unemployment. 
Several of these are in the Southeast. Don’t you believe that this 
committee should amend the bill to give serious consideration to 
the rural areas so that they will have equality with the urban areas? 

Governor Harriman. I am unable to analyze the exact sums needed 
in other States. Ihave not had that opportunity. 

When I was Secretary of Commerce, we did have a program of 
technical assistance to the depressed areas. I think we started it while 
I was Secretary of Commerce. Adequate funds are necessary—$20 
million sounds rather small to me. Whether $100 million is the right 
figure, I cannot say. I think it should be directed to technical assist- 
ance, given to communities to analyze their situation, and for voca- 
t ionaltt training for the unemployed of other industries. 

I do want to state one word of caution and that is that we want to be 
careful in this area not to take away from one community and take it 
to another community. 

Mr. Dickinson, the commissioner of commerce, testified about that 
before the Senate committee. I will be glad to leave his testimony 
here. He warned against a program which would simply transfer 
industry, create unemployment in one community in order to hel 
another. I do believe that there are new facilities that can be sieeaanad 
to the depressed areas and it is very important to get rid of those 
blocs in our community. We have one of them in the Mohawk Valley 
to which I have given a good deal of attention and we have been help- 
ful prior to this recession in bringing industry in. A lot of it was by 
educating the community and making it an to present the advan- 
tages of the community to attract an industry to that area. 

It is both technical assistance, sir, as well as money that is important. 

Mr. Brown. In rural areas we have had a recession for many years. 
In my section of the country people leave the farm and go to the cities 
where they failed to find employment and were therefore put on relief. 

Governor Harrman. I agree, Mr. Brown. I think that poverty 
in the rural areas, resulting from underuse of manpower, is one of our 
great problems. We would support enthusiastically anything that 
could be done to help employment for some of the members of these 
families living on farms, where all of the members of the family are 
no longer use fully engaged. 

I think itisa splendid objective. I congratulate you on your inter- 
est. We would like to apply it in New Y ork State as well. 

The Cuarrman. Mr. Kilburn. 

Mr. Kitsurn. Governor Harriman, I heard the first part of your 
statement and I am just wondering about this: What happens to our 
national debt if the Federal Government does all the things that you 
outline ? 

Governor Harrtmman. Secretary Anderson said under existing cir- 
cumstances we are going to have an $8 billion deficit. I think we will 
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have a lower deficit if we get our economy moving again. If we have 
a depressed situation for a long time, our Federal income will decline. 
Many of these measures, I think, will increase business activity to a 
point where it will affect the Federal rev enue, and we will have less 
of a deficit over a period of 2 years. 

A step should be taken, regarding the tight-money policy. That 
has cost the Federal Government at least a billion and a quarter 
dollars, if not more. 

Going back to a lower interest policy will certainly save the Gov- 
ernment money there. It has not cost the Federal Treasury money 
to have adequate credit available to lend to business, for housing 
and for other activity. 

Mr. Kirgurn. You say, “as I know.” I do not know that. I think 
the money policy of the Federal Reser ve has been just exactly right. 

Governor Harriman. I am afraid, sir, we totally disagree. That 
is the privilege in American society. 

Mr. Kiigurn. When you say we save some of the interest and that 
would take care of all the things you recommend, I don’t think that 
is quite true. 

Governor Harriman. I think you put the words in my mouth. | 
said we would save money by that. Changing the tight-money policy 
wouldn’t cost the Federal Treasury anything and in fact would re- 
duce the expense. Other factors would cost the Federal Treasury 
money. The appropriations for needed public works would, and 
so would a tax cut. But again it is a questiom of judgment as to 
how low our revenues will fall if we do nothing and how much effect 
this would have in stimulating Federal revenue over a period of 2 
years. 

Now that is a matter of judgment. Regardless of it, I am satisfied 
that we have to do something because we can’t afford the waste of 
idle hands and idle plants. 

Mr. Kitsurn. Governor, don’t you think this: that we have to pro- 
tect the inflationary tendencies in this country ? 

Governor Harriman. Yes, I certainly do. 

Mr. Kuzurn. And if the national debt goes up, that hurts everyone; 
and that is a thing to be considered, in my judgment. 

Governor Harrrman. I agree. I think it is unfortunate that we 
have had the highest inflation during the past 18 months I think 
that we have ever had in peacetime. But it has been quite clear that 
the tight-money policy which was supposed to affect inflation did not 
accomplish the objective which ‘ was purported to achieve. I am 
frank to say I pointed that out. I don’t want to appear to be always 
right, because I am not. I make as many mistakes as the average 
fellow, but in this case I think the record shows that the tight-money 

olicy has not checked inflation and therefore there is no reason to 
balers it will continue to do so. 

The Cuatrman. Mr. Patman. 

Mr. Parman. Governor, I want to congratulate you on presenting 
a very fine statement. It will be very he Ipful to me and I feel like 
it will be helpful to other Members of Congress. I appreciate it very 
much. 

You are aware, I know, that our good friend, Mr. Kilburn, is sin- 
cere in his views that the Federal Reserve policies have been satis- 
factory. But I entertain different views. I feel that the Federal 
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Reserve policies have been disgraceful. It would surprise you if I 
told you of the number of letters I get demanding that the Congress 
impeach the Federal Reserve Board. The people are getting 
impatient. 

When the Federal Reserve wanted to tighten credit, it operated 
through the Open Market Committee so as to raise interest rates, 
and it raised the discount rate claiming it had to follow the market 
and as the market went up, thus helpmg the banks and the money 
lenders all the time. There were other ways of tightening credit, 
by increasing required bank reserves, but never once did it raise re- 
quired reserves. Then since it has ‘wanted to loosen credit, it has 
been reducing required reserves, helping the banks more. And as 
interest rates in the money market came down, it was very slow to 
follow with any reduction in the discount rate. 

They wanted to keep interest rates high. People can’t understand 
that. Further, they can’t understand why the Board would use the 
interest rate as a weapon to fight inflation, when every time they 
raised interest rates, costs went up—as necessarily they would—and 
prices went up. The Board claimed it was fighting high prices, yet 
is making higher interest rates all the time, and it got just the reverse 
of what it claimed it was trying to accomplish. That went on for a 
long, long time, as you know, Governor. People just cannot under- 
stand any such illogical reasoning as that, and they are getting im- 
patient about. it. They feel that the Federal Reserve Board has 
created a manmade depression. And it is a depression; it is a 
depression for the farmers as Mr. Brown said, for the small business 
people, for the homebuilders, for the 5 million unemployed, for the 
railroads and for many others. The automobile industry, from the 
manufacturers on down to the dealers, all are in a serious depres- 
sion. I agree with you that the administration is showing no signs 
of doing anything that is clearly in the direction of changing this 
situation. I think something should be done. 

Don’t you believe, Governor, that we should offer the local com- 
munities a real inducement for their going into debt in order to 
create jobs for people? ‘There is one way we can offer such induce- 
ment, and that 1s through a lower interest rate. Do you agree with 
that? 

Governor Harrrman. Yes, I do. I think we want to guard against 
their coming to the Federal Government if they could go to the pri- 
vate markets. 

Mr. Parman. But we are only offering them something that they 
ought always to have available to them. 

Governor Harrmman. May I say, sir, I am sure you have in mind 
bringing about additional public works programs rather than the 
substitution of credit sources. 

Mr. Parman. That is right. 

Governor Harrman. I certainly would favor any program which 
would mean the addition of public works on the part of communities 
for the things they need. As we all know, I think there is hardly 
a community in the United States that doesn’t need vitally something 
in the nature of water supply, sewage, streets, schools, or public 
facilities of one kind or another. If you draft this legislation and 
see that it is an encouragement to communities to spend money at 
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this time for things they need, I would be strongly in favor of it and 
I am sure that is what you have in mind. 

Mr. Parman. That is right. It is not right for the Federal Gov- 
ernment to sit idly by and permit the local communities to be robbed 
by high interest rates on tax-exempt bonds when many of the people 
are paying for those charges on the bonds by paying taxes on what 
they owe rather than on what they own. 

Now, in your State you have a general property tax, an ad valorem 
tax, in the local communities, do you not ? 

Governor Harriman. Yes, that is a tax not for the State, but for 
the local communities. 

Mr. Parman. That is what I mean; and in a case like veterans who 
buy homes and pay $1,000 down and owe $9,000 on a $10,000 home, 
they pay taxes on those homes as if they owned them. They don’t 
own them, they owe for them, and yet they pay a tax on 100 percent 
of the value. That ad valorem tax is the most burdensome tax on 
earth. Here we are trying to encourage local communities to go into 
debt. I feel the least we can offer when we are asking them to go 
into debt to provide job opportunities for people to help the entire 
Nation, is to offer a low interest rate. I know that you agree with 
that. 

Governor Harriman. I know that in New York State one of the 
most urgent needs is housing at a reasonable price for the young peo- 
ple who are just marrying and for the middle income group. And 
when you add interest costs either to a new house or to a development 
for rental, you add to the cost very materially. This either dis- 
courages buying or it adds a cost to the family which is difficult for 
them. 

Mr. Parman. I appreciate the fact that you are for an effective 
housing program. I think it will help as much as any other one thing 
that can be done, except that the Federal Reserve should reduce in- 
terest rates and reduce the discount rate even to as low as 1 percent 
immediately. They have been moving too slow. 

Governor Harriman. I think they have been much too slow, sir, 
and I think they ought to increase the money supply. This last move 
didn’t offset the amount of money that has been taken out of this 
country by foreign interests—I think it was some $600 million. 

I think we ought to flood the money market with money. This 
will encourage the reduction of interest as well as the making of loans. 

I agree with you that the Federal Reserve has not been aggressive 
enough in reducing interests. They never should have increa ased in- 
terests in the first place. This has contributed as you say to inflation 
rather than the other way around. May I just say one thing, sir: The 
larger corporations have had no difficulty in going ahead with their 
programs. In the last few years, the figures that I have had indi- 
cate that there has been an expansion of the large corporation and 
its investment of about 30 percent. That is corporations with $100 
million of assets and over. Whereas in those of the smaller corpora- 
tions there has been increase of only 6 percent. You can see what 
influence this has had. 

Mr. Patman. Yes, sir. 

My time is up, Governor, but I do want to make doubly sure of just 
this point: You recommend that the Federal Reserve go into the open 
market now and buy Government bonds? 
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Governor Harrman. That is right. 

Mr. Parman. I think that is right, too. That is the right way. 

Governor Harriman. That is right. There are many different 
angles to this damage of the tight money policy. I can’t help but feel 
that the Federal Reserve Board would respond to the President’s initia- 
tive, if he indicated it, but, if he didn’t, I think it is high time for the 
Congress to take action in connection with it. 

I see no reason why our country should be undermined and run into 
difficulties by some mistakes of a few men. 

The Cuatrrman. Mr. McDonough. 

Mr. McDonoven. Governor Harriman, I think all of us want to try 
to find some solution to this recession or depression or suspended 
economic operations with which we are struggling. 

I notice in your statement on page 8 under your recommendation No. 
3, you believe that the numbers eligible for unemployment insurance 
should be increased. Now, who do you mean should be added to the 
rolls? 

Governor Harrman. I haven’t got the figures with me but there is 
only a certain percentage of those who are gainfully employed who 
come under insurance. I have recommended since I have been gover- 
nor, the extension of the coverage. It covered only employees of 
employers who employed four persons or more. That has been reduced 
to two. 

I have urged that all employees be covered, where it is a firm that 
employs 1 person, and we would add, I think, another 100,000 if that 
were done. 

So that is the type of coverage I refer to. It is just as tough for the 
fellow to be thrown out of a job if he happens to be a single employee 
as if he happens to be one of a hundred. 

Mr. McDonoveu. You recognize that as a State responsibility, do 
you not ¢ 

Governor Harriman. I am recommending that we have a Federal 
standard and I believe there should be a Federal standard. New York 
State generally hasa high standard. This is one of the ways in which 
I think there has been unfair competition among the States because of 
course this is covered by taxation on industry. I think there should 
be a Federal standard because it is just as tough for a man or woman 
losing his job in another State as it is in New York State. I think that 
should be fixed as a minimum standard. 

Mr. McDonouan. What was the normal unemployment in the State 
of New York when we were 

Governor Harriman. I don’t know that there is anything that is 
normal. 

Mr. McDonoven. I see here in the Joint Economic Committee Re- 
port for April that we had employed, totally in the United States, 
67,221,000 in July of 1957 and at that time we had 3,000,700 unem- 
ployed. Today, the total employment is 63,311,000 and we have 
5,198,000 unemployed, according to this report. 

In other words, the total increase in unemployement since the high 
peak is only 2,191,000. 

Now, you had a certain number of unemployed at the peak of the 
employment. 
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Governor Harrman. The figures in New York State for insured 
unemployment is about 440,000. That is about double what it was a 
yearago. It was 220,000 a year ago. 

I don’t know what is normal. It is obvious that there must be fric- 
tional unemployment, that is people leaving one job for another. 
There is unemployment due to seasonal industries and there is unem- 
ployment due to those who find it difficult for one reason or another to 
get jobs. But I think we can do a great deal to reduce what you call 
normal unemployment. It helps if we do some of the things that we 
were talking about—such as retraining some of the people in different 
communities, which we have done in New York, to find jobs. And it is 
a fact, when there is a high level of employment, a lot of people come 
out to work whereas if there isn’t some ease in getting a job they don’t 
register for getting a job. 

Mr. McDonovueu. I notice you say we can’t talk ourselves out of a 
depression or recession. 

Governor Harriman. That is true. 

Mr. McDonoueu. I think you will agree that we can talk ourselves 
into one? 

Governor Harriman. I have been very careful in everything that I 
have said to point to the fact, to make it plain 

Mr. McDonoveu. Don’t you agree there has been a great deal of 
psychological feeling concerning this recession ? 

Governor Harriman. No; I think that this has been due to the reali- 
ties. This has come about through the realities of a slowing up of 
orders, slowing up of business, people going out of work. There is no 
psychology in being out of work. You are out of work. There is no 
psychology in knowing that the man next to you isout of work. There 
is no psychology in having 5,000 people thrown out of work due to a 
change in the Pentagon’s policy of buying 

Mr. McDonoveu. There is some suspension of buying in industry 
where they have been keeping low inventories. 

Governor Harrman. I speak of that. 

Mr. McDonouen. Now, what is your opinion 

(sovernor Harriman. Now, may I underline the fact that the way 
to reestablish confidence is to tell the people the facts and then take 
corrective action. I think the people of the United States have great 
respect for the President. If he came forward and said, “I am going 
to do all these things and Congress is working with me to do it,” we 
would create a confidence which would be followed, where people 
would be ready to take a chance on that being a success. But as long 
as you do nothing, and as long as you say in January that everything 
is going to be all right in March, and now we come to March and things 
are—we have passed March—and they are worse, and now I see the 
Secretary of Commerce says everything is going to be all right in 
July—there is no basis of action which would appear to support those 
facts. 

That is the kind of thing, sir, I feel creates 














Mr. McDonovcnu. What is your opinion of the unemployment insur- 
ance proposal before Congress? Should that be on a loan to the States 
or a grant without obligation to pay ? 

Governor Harrman. I think at the present time it is healthier 
to make it a grant. As far as New York is concerned, we could do it 
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without a grant, but there are some States where it would be extremely 
difficult to repay. 

In New York we have a fund which is about $1.25 billion and we 
estimate that if we extend our unemployment from 26 weeks to 39 
weeks, it would cost us $30 million. I have recommended to my State 
legislature that we do that regardless of Federal action, but, of course, 
obtaining Federal money if it was available. The legislature declined 
to go along with me. We can get along without a Federal grant in 
New York State, but I understand there are some States that are in 
difficulty. I think we all have just as much sympathy with those 
unemployed in the States where the fund is not adequate. 

The CHairman. Mr. Multer— 

Mr. Motrer. Thank you, Mr. Chairm: m. 

Governor, your testimony here today is extremely valuable to this 
committee because you have brought to bear upon your statement not 
only your vast experience as a Governor of the great State of New 
York, but you have also relied on the experience you have had in 

various Federal offices and departments that you have headed from 
time to time prior to being elected Governor. 

One of the criticism that was implicit in the question that was asked 
of you this morning by the ranking minority member of this com- 
mittee was that the $2 billion called for by these various community 
facility bills is insufficient. Am I safe in: saying that this country can 
afford 4, 5, or even 10 billion dollars for that purpose ? 

Governor Harrman. I think on a loan basis you can help com- 
munities. I think the investment needs are very great in the com- 
munities. We have had a great increase in population. We know what 
it is in schools, but we have not fully understood what that means in 
all sorts of other activities. Therefore, I think that a large loan to 
communities which couldn’t finance these projects otherwise would be 
adequate. But I am not prepared, Congressman Multer, to give a 
figure. I haven’t given it enough thought. But $2 billion is not a 
large sum. Therefore, I am sorry to see it cut to $1 billion by the 
Senate. 

Mr. Mutrer. Surely in the light of the $280 billion debt limit, our 
Government, this Nation, can afford to lend less than 1 percent of that 
amount to our local governments. It is not enough to do the job if 
we really want to do a job. 

Governor Harrtman. As I say, they are borrowing in the money 
market substantial sums of money, which indicate their needs. 

Mr. Mutter. Now, as between an $8 billion deficit that we may sus- 
tain in the national budget because of failure to collect taxes, because 
there is no business being done in the country, wouldn’t it be much 
better, sounder, and safer for the country to create that $8 billion 
deficit if necessary by putting that money into public works and 
putting the people back to work and getting at least a part of that 
back in taxes ? 

Governor Harrman. I feel so very strongly. The unemployed 
was once a taxpayer, but no longer is a taxpayer. You get him back 
on the job and he pays taxes again. He may not be able to pay it all 
back in 1 year but certainly over several years our Federal budget will 
be in far better shape and our national position will be in far better 
shape. 
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Mr. Mutter. I think, Governor, too, that none of these things that 
you are advocating by way of public works are make-work projects. 
These are all projects that the country needs. 

Governor Harrman. All of them—those that I have spoken of in 
New York State—are all projects which are vitally needed. ‘There are 
very few people who have talked about the airport program, but we 
are developing the airplane transportation throughout out State and 
it has added to business activities and brought communities ve ry close 
together. I think it isa splendid program and that we ought to get on 
with it. That will encourage the purchase of airplanes and have in- 
direct benefit as well as just the spending of money. Of course, it is 
a matching program. We are to spend money as well. 

The same is true of hospitals. We are short of hospitals in the 
State. I haven’t emphasized schools because everyone has been talk- 
ing about schools. 

Mr. Mutrer. You have taken the same position here this morning 
that I have repeatedly and consistently taken before this committee. 
While New York State is the richest State in the Union, and can do 
many of these things on its own, it is willing to help other States 
which cannot do these things on their own. This legislation is going 
to help other States to a greater degree than New York State and we 
are willing that that be done because the prosperity of New York is an 
integral part of the entire prosperity of our country. 

Governor Harrman. I fully share your views and share the views 
which have been historically in play in New York State. 

We are a part of the United States and we want to see the whole 
country prosper even though we may pay a larger share of the taxes 
then we get back. That would certainly be true in terms of education. 
Yet we found that the New York delegation coming to the President’s 
Conference on Education urged Federal aid to sc schools, even though as 
I say we could not get back as much as we contributed in Federal taxes 
but it was just as important to us to have well-educated kids around 
the country. 

It goes back to Al Smith’s idea of equalizing educational opportu- 
nity in New York State which has been one of the great traditions of 
our State ever since he developed it, and I have tried to carry it on. 

Mr. Mouurer. Governor, you have indicated in your statement that 
one method of getting more money into the market is through the 
open market operations of the Federal Reserve Board. 

Governor Harriman. That is right. 

Mr. Mutter. However, you do not look upon that as the only 
method. I think the reduction of reserve requirements has also been 
advocated by you. Am I not right, sir? 

Governor Harriman. Yes. I think they have reduced the reserve 
requirements, but I still think New York and Chicago are discrimi- 
nated against. I think it is archaic to have these so-called central 
reserve cities. I think we ought to put New York City and Chicago 
on the same basis as the other reserve cities, and I have so advised. 
That would help spread money throughout the country because it 
is New York City that helps the country ene when they need money, 
and it would help the entire credit situation. I do hope this c ommittee 
will take an interest in the abandonment of what I call an archaic 
idea of having New York and Chicago required to have higher reserves 
than other reserve cities. 
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Mr. Mutrer. I think, Mr. Chairman, we ought to say to the Gov- 
ernor that this committee has already adopted “that principle in con- 
nection with a bill we considered last month. 

Governor Harriman. I commend you, sir, for your initiative. 

The Cuarrman. Mr. Widnall. 

Mr. Wipnatt. At the top of page 6 you mention the voters of New 
York State have recently approved bond issues totaling more than 
$1 billion. How does that compare with the dollar value of State and 
municipal private financing in your State last year. 

Governor Harriman. I am not sure that I have that figure. This is 
the State’s purposes. I will be very glad to furnish it to you. The 
breakdown of the borrowings of our loc al Governments. Our cities, 
school districts. 

I think we borrowed last year—the school districts borrowed some- 
thing like $350 million. I may be wrong on that. 

Mr. Wipnauu. I think you will find the volume will run around 
$700 million for last year. 

Governor Harriman. In New York State or local government ¢ 

Mr. Wipnau. New York State and municipal private financing. 

Governor Harriman. As far as the State is concerned we spent from 
reserve funds and didn’t borrow it, so we actually-spent more against 
the bond fund than when we borrowed. Since the market was so 
high, we held down our sales to the market but now we are increasing. 
May I say the sale of bonds doesn’t necessarily reflect last year the 
amount of work that was done. 

Mr. Wipnautu. Do you have the figures for municipal financing for 
January and February of this year ? 

Governor Harrtman. I haven’t them with me. I will be glad to 
supply them if you wish. 

Mr. Wipnatt. I would like to have those figures supplied. I believe 
they are in the neighborhood of $300 million. 

(The data requested above has not been submitted to the committee 
in time for inclusion in this record.) 

Mr. Wipnau. It appears from the figures available that there will 
be a large program in New York State this year. 

Won't that program tend to offset the decrease in private industry 
spending ? 

Governor Harrman. I would have to compare it with what was 
done last year and in other years. It will add to the situation. 
Whether it will offset it or not, I would have to study that to see. 

Mr. Wipnatu. Certainly spending $300 million in 2 months—Jan- 
uary and February of this year, against $700 million for all of last 
year, would indicate a marked increase in construction in New York 
State for the coming year. 

Ve Harriman. I will have to send you an analysis of that, 

‘, which I will be very glad to do. 

"a Wipna.i. On page 9 you state: 

We should bear in mind there has been a tremendous loss of production esti- 
mated at between 20 and 30 billion dollars in the last year. Because of the 
failure to make full use of our economic potential. 

Where did you get the figures for that statement, Governor? 

Governor Harrrman. They have been used by a number of people. 
It isa combination of the reduction in our gross national product, now, 
as compared to a year ago, equated to a fixed dollar volume. 
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I believe that we are off something like—don’t hold me to it exactly— 
something like 12 or 15 billion dollars as against a year ago in gross 
national produc t, and then we should have a growth factor. 

Now, in the last 50 years it has been an average, as I understand, 
of about 314% percent. In the years just prior to 1953 it was running 
about 41% percent. But since then it has averaged, if I remember 
correctly, about 2 percent. Our labor force is increasing substantially, 
on a national basis, something over 700,000 a year. Our productivity 
is increasing. C ertainly there is no reason in my view to feel that we 
can’t at least attain a 3.5 percent increase in our gross national product 
annually. That is the figure which we have experienced in the century. 

Mr. Wipnaty. Governor Harriman, I am going to put a figure in 
the record right now and if you feel this is incorrect I wish you would 
submit your own statement, in contrast to mine. 

The figures that I have show that gross national product in 1956 
was $414.7 billion. 

For 1957, the figure was $434.4 billion. Now, that is not a decrease 
of 20 to 30 billion dollars, but an increase of $20 billion. 

Governor Harriman. I am speaking about *57 and ’58. 

Mr. Wiwnatt. I wish you would clarify your own statement then 
because that is not what the statement says on page9. You say: 

We should bear in mind there has been a tremendous loss of production esti- 
mated at between 20 and 30 billion dollars in the last year. 

Governor Harriman. Yes, that is between—that is this present 
quarter as against a year ago’s quarter. 

Your figure relates to the calendar years 1956 and 1957. I want to 
point out there was a substantial inflation in that per iod and the real 
growth has averaged, I believe, 1953 through 1957, about 2 percent 
per year. Real growth. 

Mr. Wiwnatt. But you don’t have the figures for the 1958 year! 

Governor Harrtman. I am speaking of 90 to 30 billion dollars in 
terms of the real dollar and not the inflated dollar. 

I think I am right in saying that from the period 1953 through 
1957 there was only a growth of 2 percent. A real growth in a fixed 
dollar. 

Mr. Wwnatt. A growth of 2 percent is far different from a 20 to 
30 billion dollar decrease. 

Governor Harrrman. I am speaking about the reduction in the 
past 12 months. Not the loss between 1956 and 1957. There was 
not a loss between 1956 and 1957. There wasn’t a very great growth 
because these $20 billions, as against $413 billion, which I recognize 
as being substantially correct, must take account of the serious infla- 
tion which took place, the largest inflation we have ever had in our 
peacetime history. 

I am talking about the loss of production which we might have 
had, if we had sound policies, or if we hadn’t had a recession, and 
if we had a normal growth in the last 12 months, rather than, for 
awhile, an even figure and then a decline. We haven't got the figures, 
of course, for April, but I believe you will find that $20 billion is a 
conservative estimate of what we have fallen behind. 

The Cuatrman. Mrs. Sullivan —— 

Mr. Moutrer. Mr. Chairman, may we at the same time put in the 
record the additional figures Mr. Widnall did not take from the 
Economic Indicator, to wit: in the second quarter of 1957 the gross 
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national product was $435.5 billion; in the third quarter, $440 bil- 
lion, and for the first quarter of 1958 it has dropped to $424 billion, 
which are precisely the figures the Governor is using. 

The Cuamrman. Mrs. Sullivan 

Mr. Murer. There has been a decrease of $16 billion. 

Mr. Hiesranp. Compare first quarter and first quarter. 

Mr. Motrer. That is a decrease of $5 billion in the first quarter 
of 1957 to first quarter of 1958, but from the high of 1957 to the 
first quarter of 1958 there is a decrease of $16 billion. 

The Cuamman. Mrs. Sullivan. 

Mrs. Sutiivan. Governor Harriman, it is a pleasure to have you 
here. 

H. R. 6215 proposes that two types of redevelopment areas—in- 
dustrial and rural—may be designated to receive assistance under 
the act upon a finding of certain conditions, 

Section 6 of the bill would authorize loans to redevelopment areas 
for constructing or rehabilitating individual plants and similar facili- 
ties, if it is shown that the project will alleviate unemployment or 
underdevelopment on a lasting basis in addition to other requirements. 

One of these requirements is that the loan cannot be made if such 
loan would result in transfer of businesses from another area. 

Do you think that provision needs to be strengthened and would 
not industry be attracted to rural areas particularly because of more 
favorable conditions, such as labor conditions, not only because of 
larger labor supply but because of present labor rates ¢ 

Now, I am definitely opposed to the downgrading of labor and 
that is what I fear may be encouraged in a bill of this kind. Busi- 
ness establishing a branch factory in a rural area of cheap labor 
wages—what would stop them in your estimation from establishing 
a branch in a low-pay area and then later on closing the plant in the 
urban, or high-rate area ¢ 

Governor Harrman. That is one of the words of warning that I 
mentioned to the chairman. When you are considering stimulating 
industry you don’t want to take away or simply transfer industry 
from one area and spread the difficulties. I believe, (1) we should 
have a $1.25 minimum wage which would go a long ways toward 
avoiding the problems of which you speak. 

We can’t ie everything all at once. Therefore, I didn’t present 
that all in one st: ,tement, but I do believe we should have a $1.25 
minimum wage on a national basis. 

I think it is important to small communities with the expansion 
of industry. 

It is also true that people go quite a long way to get a job. They 
do in New York State, and you don’t necessarily have to bring 
industry right to the local village but if it is in a community close by 
it will ‘suffice. Along with that, a program of vocational training 
of the labor that may be available there I think would go a long 
way. I am not sure that I am answering your question “but I do 
believe, Mrs. Sullivan, that you are right in adding a word of caution 
about the stimulation of industry so that we don’t destroy or under- 
mine the reasonable labor rates in the normal production markets. 

Mrs. Sutiivan. It was mentioned during the hearing the other 
day that industry should be brought to the people, not the people 
to industry. While I believe the development of areas should be 
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encouraged, the one thing I fear is that industry will go out into the 
low-wage areas and thereby break down our industrial areas in 
urban sites that are in existence now. 

Governor Harriman. Well, Mrs. Sullivan, I think we have to keep 
a balance. I think it is important for industry to be diversified. In 
New York State there is a diversification of industry. There are 
areas where industry is expanding. This question of the industry 
going to the people I think is something we should analyze; because, 
if an indus stry goes to an area of rather small population in a city, 
or in a village, it draws from an area of 25 miles. With the auto- 
mobile people come in by pool cars and otherwise and you don’t 
have to bring it to every village but have employment in an area. 

In some of our communities we have been able to improve the 
situation by developing industry in an adjacent village or city. So 
with regard to industry going to people I think it should be thought 
of as a rather large area rather than in terms of the individual 
communities. 

At the same time I do think that the tendency to concentrate industry 
in a relatively few large cities should be looked at with care. We 
should do everything we can to diversify industry. Let us remember 
that in these communities there are schools and churches and com- 
munity life of one kind and another that it is important to preserve. 
So I must confess I am generally favorable toward the idea of diversi- 
fication of industry, assuming that you protect against—which I 
strongly agree we must protect against—the idea of going to cheap 
labor markets and to abandon paying reasonable wages. 

There are two ways to deal with that. One is to give wages. The 
other are reasonable laws to permit union organization which prevents 
the kind of thing that you speak of from happening. 

Mrs. Sutxivan. I am in agreement that we must help industry to 
get into a smaller area, possibly a rural area, as long as it does not 
break down the ws age rate of the country. 

Thank you. 

Governor Harriman. I have a letter here from the Chamber of 
Commerce of Amsterdam thanking me and the Department of Com- 
merce for helping bring to Amsterdam an industry that will employ 
a minimum of 250 individu: ils. 

We are under the minimum wage laws and, in addition to that, it is 
an organized community. So there is no chance of their going to 
Amsterd: am in order to exploit the low w ages. They go there because 
there are facilities of one kind or another that make it reasonable for 
them to develop there, rather than in the community from which they 
came. 

Mrs. Suttivan. Thank you very much. 

The Cuarrman. Mr. Betts. 

Mr. Betts. Governor, as a humorous sideline to the point Mrs. Sulli- 
van was making, I had a letter from a constituent this morning—I 
come from a rural area that is supposed to belong to the Corn Stock 
Club, and this constituent said it was time that the hicks stopped 
running the Government—referring to me as a member of the Corn 
Stock Club. 

Governor Harriman. I think there is a lot to be said for the hicks 
running the Government. They are pretty close to the soil, and 
pretty good people. 
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Mr. Berrs. Governor, I have this observation to make about your 
statement: I notice you were very critical of what the administration 
has done to help get out of the recession and yet, of the 5 proposals 
you have made, 4 of them are strictly legislative, and the other 1 is 
directed to the Federal Reserve which, as I understand it, is not an 
agency of the executive department but a creature of the legislative 
branch. It would seem to me, in complete fairness, then, we should 
assume, from your suggested remedies, that any delay in meeting the 
problems of recession has been caused by congressional inaction rather 
than administrative. Would you care to comment on that ! 

Governor Harriman. Yes; I would be glad to. Federal Reserve 
directives, for instance, are affected by the climate of the times and 
the attitude of the administration, and some of these problems relate 
very much to the attitude of the Treasury, itself. There is close co- 
ordination between them, and the Federal undoubtedly does reflect a 
good deal of the thinking of the administration. As I say, if the 
? ederal should refuse to do the things the President says it should do, 

I think it would be up to the Congress to deal with the Federal. But 
there has been no indication at all that the administration opposes 
the Federal policies. In fact, just the reverse seems true. There has 
been every indication that the administration agreed with the policies 
of the Federal Reserve. 

On these other matters, the question of public works, there has been, 
generally speaking, over recent years, a decline in the request in the 
budget for funds for public works. Then I notice recently the Presi- 
dent vetoed, for good or bad, right or wrong—lI haven’t analyzed it— 
this rivers and harbors bill. There has been an expression against 
this sort of thing from the President. And there has been general 
advice coming from the President, from the Secretary of the Treas- 
ury and the Secretary of Commerce—I don’t recall all of them, 
but there has been almost every Monday morning some optimistic 
statement saying, “Everything is going to be all right; don’t do it.’ 

I think it rather tough for a Congressman to st: ind up and say it 
is all wrong and that the Secretar Vv of the Tre: isury is all wrong. But 
I am very als id to see that some of them have done so, and I have great 
respect for their courage. 

I think the administration must take responsibility for its recom- 
mendations, and its recommendations have been constantly, “Let’s not 
do anything; prosperity is around the corner.” It is very nearly the 
same kind of language we heard back after the 1929 crash. 

Mr. Berrs. But, then, in complete fairness, you would have to ad- 
mit there is a legisl: ative 1 ‘esponsibility. 

Governor Harrim AN. I think there is, definitely, a legislative re- 
sponsibility, and I am here today to urge you, this committee, to take 
leadership in some of the measures which I have suggested that fall 
directly under your purview. 

Mr. Berrs. I think you are on solid ground, Governor, when you 
point up the importance of help from the State and from the local 
communities, and I was interested in your—— 

Governor Harriman. It so happens I have the reverse of this situ- 
ation here. I am a Democrat, as, perhaps, you know, and there is 
rather a large majority of the State legislature that is Republican. 
They are quite ready to blame me for all the deficiencies that happen 
in the State, and I must say I don’t hesitate to take my share of the 
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responsibility. But I do point to some of their deficiencies. So, I 
think it would be quite fair for the President to point to the deficien- 
cies of the Congress, if the Congress had failed to act on his 
recommendations. 

Mr. Berrs. Well, going back to this matter of local self-help, I was 
interested in your remarks about New York’s business-development 
corporation. Would you say that that has been a success in New 
York? 

Governor Harrrman. Yes; I think so. It is essentially a private 
operation, authorized by the State. It is run by the banks, and it 
pools loans so that the risks are not too great on any one institution. 
It has been very successful, I think. It has made about $9 million of 
loans, and it helps. That will generate more, because it starts new 
industry, helps them expand. It has been a medium by which the 
little fellow has been able to get some money for development. 

I want to say—may I say that we modeled it after the experience 
that had been had in some of the neighboring States, such as Massachu- 
setts and New Hampshire. I don’t want to indicate that we originated 
the idea. But I think we have a pretty god system, and we have 
brought the bankers together with the smaller business man, which 
has had a useful psyc hological effect, as well. 

The Cuarrman. Mrs. Griffiths. 

Mrs. Grirritus. Thank you, Mr. Chairman. 

Governor Harriman, in spite of the fact that I come from Detroit, 
which has a very high percentage of unemployed, I receive the most 
letters on rising prices and the fact that prices have not fallen. Would 
you care to comment 

Governor Harrman. I cannot hear you. 

Mrs. GrirrirHs. Would you care to comment on the fact that, in 
spite of decreasing demand, prices have been maintained or have 
risen ¢ 

Governor Harrrmman. Yes. I have been told by our good friend, 
your Governor, Governor Williams, that unemployment in Detroit 
is about 16.2 percent, if I remember correetly. 

We are in an economic situation which I don’t think has been fully 
understood or explained. There is a very large part of industry 
where prices are not fixed by supply and demand, but by admin- 
istered decisions on the part of executives. The automobile industry 
isone of them. Steelis another. In steel, prices have gone up at the 
very time the demand is going down. That is a very serious aspect 
of our economic life at the present time, and one which I think deserves 
a good deal of study and thought as to how to deal with it. 

Iam very much opposed to Government control of prices, but I think 
it is necessary to have an analysis made, and point to those executives 
who are responsible for increasing prices while production goes 
down. Steel prices are up and automobile prices are up, in my opin- 
ion, due to administrative decisions not due to economic factors. 

Mrs. Grirrirus. Do you think it fair to assume that prices will go 
down when the managers of industry decide that the risk of maintain- 
ing their profit level is greater by maintaining their present price at a 
reduced volume than by establishing a lower price at an increased 
volume ? 

Governor Harrman. I think that is a basic difference have with 
some of my business friends. I believe in an economy of abundance 
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and fullemployment. But there is no doubt that a certain number of 
businessmen poe to see an economy of scarcity where you have a 
a unemployment and where they can have greater indbotiee over 
labor. 

In this case, it is very fundamentally bad economics and disastrous 
for the Nation as a whole. 

Mrs. Grirrirus. Can you estimate, Governor, the amount of unem- 
pee that has occurred in New York because of automation ? 

overnor Harriman. It has not been very great in New York State. 
We have diversified industry, as you know. We have had a sub- 
stantial increase in production but that comes from—I though I had a 
little information here on that subject—that comes from increase of 
productivity rather than automation, itself. I think by and large 
that we have been able to absorb, until this recession hit us, the in- 
creased productivity through increased demand. 

We haven’t been concerned over automation. That is a long way 
around to answer your question, but it has not affected New York State 
too much although we have had our full share of increased pro- 
ductivity. 

Mrs. Grirrirus. Would you say, Governor, that the State of New 
York will be able to absorb this June’s graduates or will you have 
difficulty ? 

Governor Harriman. I think so far we have been able to absorb 
them under normal conditions. But under abnormal conditions it 
may take a little time. 

Returning to automation a moment, I do believe that the whole 
subject of automation deserves very, very careful consideration and 
thought. 

I am utterly convinced that we must look very carefully to the con- 
sumption of our people, as well as investment, and we must see that 
consumption keeps pace with the increased productivity which, of 
course, automation is one of the important ways of doing it. 

I think that wages generally should increase so that they can increase 
prosperity everywhere. I think increases ought to go to the lower 
skills and therefore I am very strongly in favor of $1.25 minimum 
wage. I think it is high time that we have that. 

The Cuarrman. Mr. Mumma. 

Mr. Mumma. Governor, I know you were somewhat critical of these 
heads of department, including the President, for speculating on the 
upturn. I think they probably could be criticized by not aking the 
Weather Bureau into their confidence in making these predictions, too. 

Governor Harrman. Well, I don’t know. I used to be Secretary 
of Commerce. The Weather Bureau was one of the departments in the 
Department of Commerce and they weren’t always right but they 
were fairly right. 

Mr. Mumma. That remark may be a little facetious. 

Governor Harrrman. I want to use it as an example. Sometimes 
they would say that thunderstorms are expected in the early evening, 
and they hit in the middle of the afternoon when people are going out 
for picnics and the people are angry about it. But they didn’t miss 
it by more than a couple hours. 

I do think we have enough information and knowledge to point to 
danger signals and I think the danger signals were up a year ago. As 
I said, we were not expanding as fast as we should have. 
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Mr. Mumma. The time is getting late and—— 

Governor Harriman. I think there has been a readiness to analyze it. 

Mr. Mumma. Would you say that the start of the construction 
season has been delayed several weeks in this particular year? 

Governor Harrrman. Well, we are at it now in New York, and I 
understand it has been delayed. 

Mr. Mumma. I know that your area is drained by the Susquehanna 
and has dumped a lot of water into Pennsylvania during the latter 
part of March and I know that from our own experience. ~ 

Governor Harriman. I am sorry we did so. I only hoped we would 
send good things down. I think it would be a fine thing if we got some 
of those dams going that were proposed for the last 20 years 

Mr. Mumma. A lot of these public works propositions we have 
wouldn’t give a permanent solution to some of the areas. What is 
your opinion as to why Gloversville is still a distressed area ? 

Governor Harriman. It is largely because the gals don’t wear gloves 
as much as they used to, and the men wear them very little. That is 
a one-industry town, containing a number of small businesses and there 
are other areas like Puerto Rico and Cuba—Puerto Rico particularly— 
that supply gloves. There has been a further decline right now because 
of 





Mr. Mumma. How about Czechoslovakia ? 

Governor Harriman. There is a relatively small number of gloves 
coming in from there. 

Mr. Mumma. It put the industry in Hagerstown on the bum and I 
think Gloversville was a similar area. 

Governor Harrman. I think there is a relatively small importation 
from Czechoslovakia. 

Mr. Mumma. How important is that glove industry to Gloversville ’ 

Governor Harriman. It is very important. 

Mr. Mumma. I was getting at this reciprocal trade that you 
mentioned somewhat. 

Governor Harriman. I think Gloversville should diversify its in- 
dustry. We have attempted to help it do so by bringing industry into 
Gloversville and to help industry in the adjoining neighborhood there. 
There are a number of villages that are close together ‘and employment 
in one helps employment throughout. 

The CHarrmMan. Mr. Vanik. 

Mr. Vantk. Governor, I have a couple of questions with respect to 
the community facilities bill. A Wall Street Journal writer expresses 
worry this morning about the recession mes sures. He feared that some 
might take effect too slowly for this recession or depression and they 
might, i in fact, contribute to a subsequent inflation. 

What can we do to expedite the operation of this law so that this 
does not become a reality ? 

Governor Harrman. Well, get somebody to run the operation who 
is energetically interested in seeing it done. One of the things | 
criticize the present administration for is for not always appointing a 
man at the head of the agency who is thoroughly in sympathy with 
the activity which is involved. 

I think if you got a very energetic fellow in charge of this business, 
they could go ahead and ‘help. At the same time if you get chronic 
illness that you are attempting to solve, you cannot correct it at once 
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and I think you have got to look upon long-range measures to correct 
chronic illness in these communities. 

I am sorry to say that some of the things we started when I was 
Secretary of Commerce, which didn’t cost very much money, were 
sharply cut, I am told, since. That was 10 years ago, or 11 years 
ago, and I think we would have been further along if there had been 
a little more vision about this business. 

Mr. Vanix. In my community of Cleveland we are suffering a 
tremendous setback. We engage in automobile parts manufacturing 
and steel manufacturing. Weare down about 18 or 20 percent in auto- 
steel production. At the same time, when automobile sales have been 
sagging, many people tell me they can’t get the car they want, the 6- 
cy linder with no gadgets, in less than 6 or 7 weeks. The industry has 
apparently made a sharper cutback than circumstances warranted. 

On that very point, as between consumer who bought to the full ex- 
tent of his credit until he received his layoff notice, and the producer 
who cut back production by reducing his inventories, which, if either, 
in your opinion led the stampede to recession. 

Governor Harrtman. I could not hear you. 

Mr. Vantk. As between the consumer who bought to the full extent 
of his credit until he received his layoff notice and the producer who 
cut back production and liquidated his inventories, which, if either, in 
your opinion led the stampede to the recession ? 

Governor Harrman. | don’t think you can blame either of them. 
I think this thing came from the slowing up of investment, from the 
tight-money policy y—lI told you about the reduction of building homes 
in New York State. The little fellow has had difficulties, he couldn't 
get money, and that has led to a reduction in demand. When one 
person gets laid off, he stops buying. 

I think that it comes from forces that are out of the control of 
these people that you speak of. They cannot control poor manage- 
ment on the part of the Government. You can’t blame the people 
on Long Island when the Pentagon changes airplane policies and 
knocks 5,000 people out of work, without any consideration for any- 
thing. I think the Pentagon should have a little more responsibility 
in planning ahead what it is doing and have some consideration for the 
communities in which they have an effect. 

I can’t blame anybody for the act of the Pentagon. I think it is 
forces beyond the control of these two groups. 

Mr. Vanik. I agree with what you said about administrative prices 
but is it not possible that partial production is more costly per unit 
than full production? Isn’t that a contributory factor to continuing 
price increases ¢ 

Governor Harrman. That is true. On the other hand, I do be- 
lieve it is not in accordance with our ideas of sound economics 
to increase prices as in steel when the volume is going down. 

Mr. Vani. The current fears of inflation must be ‘premised upon 
increasing costs of commodities and services in the future. If this 
is so and if the cost of production and wages are to continue on the 
rise, why do our industrialists fail to take advantage of the rela- 
tively temporary plateau that we have today in production costs and 
produce while they can at today’s bargain prices and thereby recover 
the economy ? 
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Governor Harriman. I don’t know that you could ask the busi- 
nessman to accumulate an inventory of things he can’t sell. I think 
the thing to do is to increase the demand and then they will respond, 

I object to the price policies of some of the industries that can’t 
control prices but I don’t think we can ask them to increase an in- 
ventory of things that are not sold. I think they might be able to 
get on with it if they had more energetic pricing and sales policies. 
However, the Federal Government must create a climate incre sing’ 
demand in order to stimulate business. You can’t expect business 
to do it alone. The man will go busted if he doesn’t see that his 
working capital is maintained. 

Mr. Vanix. Thank you, Mr. Chairman. 

The Cuarrman. Mr. Hiestand. 

Mr. Hiestanp. Governor, I am impressed with your statement. I 
am impressed also by a seeming philosophy back of it on your rec- 
ommendations. I sort of gather that your philosophy is that what- 
ever the States and communities do not do that is worth while, the 
Federal Government has the responsibility of doing it; is that your 
philosophy ? 

Governor Harrman. That is stating it one way. 

Mr. Hiestanp. I know that of this 

Governor Harrman. May I just say this: I believe the more re- 
sponsibility we can place on local government, the better. I have 
said that many, many times and in the State it has been my philoso- 
phy to encourage the responsibility of local governments and not to 
interfere with that. 

Mr. Hiestanp. You feel that the Federal Government has it if 
the States do not use it? 

Governor Harriman. I feel that is so. We are so dependent on 
each other we are all responsible for what happens in the future. 

Mr. Hrestanp. We have, as you know, six or seven billion dollars 
worth of Federal aid to the States and communities currently. Do 
you feel that the great State of New York has been receiving its 
share of that Federal aid? 

Governor Harrman. I would say not, no. But as I have said be- 
fore, as Congressman Multer says, we don’t resent it because we 
believe we are a part of the United States. But in some of the 
programs I think we should get a greater share. One of them is 
the road program. We are being discriminated against because we 
built a toll road 500 miles in length and that has been taken off 
of our interstate mileage. I think we ought to have substitute mile- 
age. That is one subject I feel very strongly about, but when it 
comes to such things as welfare, and State aid to education, I think 
we can work out reasonable formulas. 

Mr. Hiestanp. You are not unhappy about the amount you have 
received ¢ 

Governor Harrman. In some programs [ am, and in others, not. 

Mr. Hiestanp. I am, of course, and most of the people are in com- 
plete agreement with your statement that we can’t talk ourselves out 
of a recession but apparently from your recommendations you do 
believe that we can spend ourselves out of it. That is a fact, isn’t 
it, in your judgment ? 

Governor Harriman. I think that is the wrong way to put it. 
I think we can have policies which take account of the deficiencies in 
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our economy and create employment in the several ways that I speak 
of. They aren’t all spending. A change of the credit policy is not 
spending. “Spending” is an odd word. If the consumer spends, it 
is very healthy, but 1f the Federal Government spends, people won- 
der whether it is right. It is a question of what you do with the 
money and whether you are creating wealth and whether it is needed. 
So I think I would rather not use the word “spend” because it has 
been misued. I would rather say that the Federal Government must 
take leadership in stimulating business activity and one of the ways 
to do that is increasing public works. 

Mr. Hresranp. You do believe in increasing public works, since 
it increases production without increasing goods for sale and that 
is therefore inflationary ¢ 

Governor Harriman. It is. 

Mr. Hresranp. Certainly the deficit spending—and I am sure you 
agree on that—is highly inflationary. 

“Governor Harriman. It depends on what conditions are. If you 
have a surplus of materials and labor, spending is not inflationary. 
It tends to end the deflation. If you are spending a lot of money as 
we did during the war when we didn’t have the goods and services 
which the civilian population had money enough to buy, why then, 
of course, public expenditure is very definitely inflationary. 

Mr. Hrest AND. You have no objection to spending rag money, so- 
called; I take it? 

Governor Harriman. I have no objection to investing Federal 
funds in assets which are of great value to our people—schools and 
roads. 

Mr. Hrestanp. You know the expression to which I refer. Presi- 
dent Truman last Monday said he would be very happy to take rag 
money and I just wondered whether the State of New York w ould 
be willing to take rag money. 

Governor HArrran. I don’t know to what you refer. I missed 
that quotation. I believe very much in economic stability. I think 
that inflation is a very definite danger and it can take away from 
those who have fixed incomes and tend to create dislocations. 

Mr. Hrestanp. Have you been concerned about the- 

Governor HARRIMAN. May I just say this, to be afraid of a program 
possibly creating inflation is a very, very shortsighted thing because 
now we have to deal with the deflationary situation that exists. 

Mr. Hrestanp. You are concerned, I took it from one of your 
subsequent remarks, about the seeming flight from the dollar shown 
by the exodus of gold—some $600 million—— 

Governor Harrman. I haven’t studied the why’s and wherefor of 
that. We have been the great hoarders of gold over the last 20 years 
and I don’t know whether there has been a healthy reduction or 
not. 

Mr. Hrestranp. Wouldn’t it seem logical that if hoarders of obliga- 
tions against our stock of gold decided to cash those, that they had 
more confidence in gold than the dollar? 

Governor Harriman. That may be true, but we have had adequate 
gold in this country. The taking of $600 million—if it was dealt 
with effectively by the Federal Reserve—could have been taken with- 
out a ripple. But my objection to the actions of the Federal Re- 
serve is that they didn’t take account adequately of this withdrawal 
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of gold that you speak of. I am so glad that you understand it so 
well. 

Mr. Hiesranp. You will respect their effort to restrain inflation, I 
am sure. 

Governor Harrman. Very definitely, 

The Cuarrman. Mr. Anderson. 

Mr. Anperson. Mr. Harriman, it is a great pleasure to have you 
here and I am sure that the committee will receive very substantial 
benefit from the fine presentation you have made, and from your 
thorough understanding both of business and of government. I 
would like to express my conviction that if the people had seen that 
you were installed in the Executive Mansion on Pennsylvania Ave- 
nue instead of in Albany that we would not all be facing the very 
serious problems which we are in the country and in this committee 
room. 

I particularly appreciated your discussion of inflation and your 
clear recognition of the fact that the inflation that we have is not one 
in which we have too much money and too little goods and that, there- 
fore, the high interest, tight money policy was one which could bri ing 
about a recession but which could not stop inflation arising from ad- 
ministered prices set by greedy big business. 

There are certainly two paradoxes, two startling paradoxes in the 
economy of this country now, paradoxes brought about by the policies 
of the administration and of the big business community which the 
administration represents. The first one you discussed very capably 
in a discussion with Mrs. Griffiths, the paradox of rising prices at a 
time when we have idle factories, unemployment, and more goods 
than we can sell. But certainly there is a related paradox even more 
basic and even more important and that is the paradox of a country 
in which we have production facilities, we have the factories, we have 
the people who would like to be working in them, and we have the 
consumers who would like to purchase the goods those factories could 
turn out and yet our economy is grinding toahalt. The people who 
would like to be working in the factories are on the unemployment 
rolls. 

I am sure you can make a good contribution to a discussion of this 
paradox. 

Governor Harrman. There has been an inflation ever since the 
present administration came in. It was concealed by the reduction in 
farm prices. They took it out of the farmer and it went to other 
producers. 

There has been no recognition of the part that has been played in 
this field by administrative price. Those business people who can 
control prices have had a free hand, and I think that has been the 
basic difficulty that is involved at the present time. 

I think there should be more leadership from the White House. 
The President upon several occasions has said that businessmen ought 
to be moderate in their prices. I think he should have called these 
men down and said, “Look here, how come?” That would have 
brought public attention to it. You have to have leadership in this 
country. The other aspect of this business, I think is that a great 
amount of the thinking in the administration comes from the thought 
that it is a good thing to have an economy of scarcity. This is the 
philosophy with which I disagree. I believe in an economy of abun- 
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dance, of maximum employment. It is a difficult thing to manage, 
but in the present state of the world we must have an economy of 
abundance and maximum employment in order to take care of our 
security. All of this adds up to the fact that I think we ought to 
have a leadership from the administration that believes in an econ- 
omy of abundance and is prepared to do the things to maintain it 
and to prevent this present situation which results from this idea of 
an economy of scarcity. 

As you say, we see the impossible happening. Prices go up and 
business activity goes down. No economist ever, some years ago, 
would have thought that was possible, but we see it happening. It 
is because of a failure to understand the situation, in my opinion, on 
the part of the administration. 

Mr. Anperson. The factories are slowing down not because they 
can’t produce the goods, but because the goods are not being bought 
and I think the economists will indicate that the consumers don’t 
have the money to buy what we can produce. 

Might that be worth another comment, in addition to the one that 
you have already made, that our agriculture is not able to buy its 
share. 

Isn’t it also true that our working people and our laborers are not 
receiving—and they are our major consumers—are not receiving 
enough money to buy what we can produce? 

Governor Harriman. That is correct. We still have a very large 
percentage of our families on a very low-income basis. That is the 
attack on poverty that I speak of. I believe we will be better off all 
around if we have a $1.25 minimum wage. We will have a sounder 
economy if we do. 

The Cuamman. Mr. Seely-Brown. 

Mr. Srevry-Brown. Governor, it is a pleasure to have you here. 
I have been very much interested in the testimony you have given. 
I would like to pursue the questioning started by Mrs. Griffiths and 
by Mr. Anderson. 

In your opinion, if the price is right, there are plenty of custom- 
ers. Is that correct, generally speaking? 

Governor Harrrman. No, I don’t think I could say that. I think 
if there are a lot of people unemployed, they just can’t buy. 

Mr. Srety-Brown. What I am getting at is this, sir: If we could 
have a reduction in prices, would that not do more good for more 
people quicker and in the long run be less costly than possibly some 
of the other programs which would take some time to get underway. 

Governor Harriman. I don’t think you have any one of these situ- 
ations as a cure-all for everything. 

Mr. Srevy-Brown. [ am sure of that. 

Mr, Harriman. No doubt _a reduction in prices would be useful. 
For instance, in agriculture, I have been a believer in the idea of pro- 
duction payments which were first advanced by Secretary Brannan, 
and that we could let prices follow their course. I think agriculture 
would be better off on that basis. I think you have to stimulate ac- 
tivity in order to create buying power, and it doesn’t do any good to 
reduce the price of heavy earth-moving equipment unless there is 
some job to be done with it. 

Mr. Srery-Brown. But isn’t it correct, sir—the thing I am con- 
cerned about—and we share the desire to solve this problem as 
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quickly as possible—if bank deposits are at an all-time high, one of 
the best ways to get that money back into production is to move the 
goods that we have on our shelves, and the best way to do that is to 
reduce the price and if you do that you will create a demand for more 
goods and put more people to work more rapidly than many of these 
things, worthwhile as they may be, that we have been discussing. 

Governor Harrman. No doubt in some areas reduced prices would 
help to stimulate business but I don’t think it could do it by itself. 

Mr. Srety-Brown. In other words—— 

Governor Harriman. That is one of the things that would be de- 
sirable. I think you have to have a rounded program. 

Mr. Seety-Brown. That is all. 

Mr. Wipnat. Will the gentleman yield ¢ 

Mr. Serety-Brown. I yield 

Mr. Wipnatt. Governor Harriman, one thing that seems to bother 
a lot of us with regard to the community facilities bill is that in most 
instances it appears that it will be used as a different means of financ- 
ing and will not actually produce additional jobs and increased 
employment. 

Do you have any facts or figures that you can give as to new proj- 
ects you feel will be conducted and programed as a result of this type 
of program? 

Governor Harriman. I am afraid I haven’t made that analysis. 

Mr. Wipnatt. From July 1956, to date, over $11 billion in munici- 
pal securities were financed and of that, only 1 percent of the bonds 
offered were not sold. 

Governor Harriman. Excuse me. Could I answer this question 
about prices. We saw in the tragedy of the early thirties depression 
prices go down, wages go down. It reduced buying power, and there 
was a cycle down. Therefore, that is why I am saying that prices 
alone won't do it. I happen to have been part of the National Re- 
covery Administration and I saw the effect of reduced prices, reduced 
wages and the cycle downward. 

Mr. Sre.y-Brown. One of our problems has been that the con- 
sumers have decided that the prices of goods are too high and as soon 
as the price is right, they are going to flood the market with demands 
for the goods with the money that is in our banks right now. 

Governor Harrmman. I agree with you. I think a man would buy 
a house if he could buy it cheaply. Not only the cost of the house, 
but the interest rate, and so forth. Basically I agree with your point 
of view, but I was hesitant because I didn’t want to be misunderstood. 

Mr. Sreity-Brown. Don’t you think as a businessman, that eventu- 
ally we are going to have to pay for all these programs, so you must 
figure out which program will do the most good and which will in 
the long run be the less expensive. Do you not feel a reduction in 
prices might in the long run help you as a businessman ? 

Governor Harriman. I don’t think it will do it all. I think only 
in connection with the other activities. 

Mr. Srety-Brown. At least it is an important step. 

The Crarrman. Mr. Breeding. 

Mr. Breepine. Governor Harriman, it is indeed a privilege to have 
you in our committee this morning and I want to join my colleagues 
and compliment you on a well-prepared statement. The last time I 
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saw you was in 1956 in the harvest season in Great Bend, Kans., when 
the temperature of the day was 100° and you gave a riproaring speech 
to our farmers in Kansas and they were very encouraged with your 
remarks. 

Governor, it has been said that depressions are farm bred and farm 
fed. Don’t you believe that the depression that agriculture has been 
suffering from for the last 5 years is one of the major causes of our 
present industrial recession and that restoration of the agricultural 
purchasing power would have a lot to do with curing this recession ? 

Governor Harriman. I do. I think it is one of the important rea- 
sons that we are in the present situation. It is one of several reasons 
but one of the most important. You see, the prices started right 
downhill from the time this administration came in. 

Mr. Breeprne. On page 8, I believe, of your testimony, where it 
says this $8 billion deficit statement that Secretary Anderson spoke 
of in his address before the American Society of Newspaper Editors, 
do you believe this amount of $8 billion has been created by a low 
individual income and no income of the American people which, of 
course, would mean less taxes rather than increased expenditures of 
the Federal Government ? 

Governor Harriman. I haven’t seen his statement in full, but as 
quoted in the press, I understood him to say this $8 billion was com- 
ing from $4 billion reduction in income over what was estimated back 
in January, and $4 billion more in expenditure. What he based the 
$4 billion on, I don’t know, but I understand there has been some ad- 
ditional appropriation for defense as well as some additional appro- 
priations for public works. 

T have not seen the analysis of his figure, but on his own statement, 
half of that $8 billion comes from a reduction in the income from 
taxes as a result of, as you say, the reduction of business activities. 
An unemployed worker can’t pay taxes. 

Mr. Breepine. Governor, do you believe we are in a serious situation 
because of the fact that on a seasonally adjusted basis, unemployment 
is now 7 percent of the total labor force of our country, the highest 
level since World War II? 

Governor Harriman. Yes. In New York State, as I indicated, it 
is 814 percent, so we are worse than the average but in not as bad 
shape as was indicated in Detroit where it is 16 percent. 

Mr. BreepinG. It is a pleasure to again see you, Governor, and 
thank you. 

Governor Harriman. I am glad you recalled that very fine day in 
Great Bend. I enjoyed it very much. 

The Cuatrman. Mr. Henderson. 

Mr. Henperson. On page 2 of your statement, you make the sug- 
gestion that conditions in our country today are handing the Com- 
munists a propaganda weapon of the most damaging nature. 

Whether that be true or not, I think that some of the public pro- 
nouncements that are sometimes being made are just as damaging and 
as great propaganda weapons as the conditions that exist today. 

Your statement today has been one—— 

Governor Harriman. May I say you are entitled to your opinion 
and I am entitled to mine, too, sir. 

Mr. Henperson. Thank you. 
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May I say that your statement today has been one which has pointed 
down in every way possible the conditions here in the United States 
and have at one point or another suggested—well, on page 1: 

The lagging state of our economy is in startling contrast with the new data 
released by the Soviet Union claiming production in their coal, steel, oil and 
electrical industries has exceeded planned goals for the first 2 months of 1958. 

So many times we are inclined to point to some statistics of the Soviet 
Union and attempt to play down our own assets. 

Now, let’s make some comparisons between production situations in 
the Soviet Union and those in this country and let’s place it not just on 
cold percentage facts but on how many shoes there are for the children 
of Russia as compared with shoes for the children of America. 

In the iron ore industry, for instance, Russia was 53 years behind us, 
per capita, in 1913, and is 54 years behind us today. 

In cement, it was 30 years behind us in 1913, per capita, and 47 years 
behind us in 1955. 

In pig iron, Russia was 48 years behind us in 1913, and 56 years in 
1955. 

In nearly every field, Governor, we can point to those same compari- 
sons to show that as compared with this country, in per capita pro- 
duction, Soviet Russia is just emerging into the 20th century. 

And we point to the satellite as one of the areas in which Russia is 
first. There are some other firsts that we might well point to, also, that 
she is first in religious oppression, first in the denial of the rights, the 
democratic rights of the individuals and so many other firsts that we 
wouldn’t like toemulate. 

And then finally you make mention here, that “they,” and point to 
the Soviet as having no unemployment, as compared with our inevit- 
able tragedy of unemployment. What about the wages of those who 
have full employment in Russia? Would you like to have full em- 
ployment in Russia, at the wages that they pay as compared with our 
own wages ? 

Governor Harrman. Mr. ee I lived in Russia. I repre- 
sented our Nation in that country. I did business with that country 
30 years ago and if you take comfort in the fact that the Russian people 
are badly housed, badly fed, and badly shod, all right, go ahead and 
do it. But I am telling you that they are directing this production 
of heavy industry at the expense of the working people. 

Now, I am only talking about the effect that I know is hi appening 
around the world. If you want to sit back complacently and say 
because our working people have better shoes than they have in Russia 
that that is going to y have e any influence in Indonesia or any influence in 
India, I will just tell you it isn’t going to have any influence at all. 

Mr. Henperson. But, Governor, I think when you point these things 
out 

Governor Harrman. Just a minute. I have been the one who has 
warned first about the dangers of communism. That was back in 
1945. And I am telling you that now - am very much concerned 
because I didn’t expect ‘the expansion in Russian industry to be as 
rapid. 

Stalin told me in 1944 that he expected to get 60 million tons of steel 
sroduction. That was the time when they had about 12 million tons 
of steel. Well, they are very close to it today, to 60 million tons. 1 
thought he had dreams that he wouldn’t see. But they have been 
able to exploit their working people, keeping them down to a level 
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of poor food, poor clothing, poor housing, and put that into the heavy 
industry whic h is so important for the development of their military 
establishment and further development of their economy. 

They are now in a position to do things economically in the world 
which are very dangerous to us and I think it is very foolish for us to 
think that, just because we have better shoes and far better food, the 
Soviet Union is not a dangerous competitor. 

Mr. Henperson. I don’t think we should play down the danger, at 
all, but I think at every opportunity we have we ought to point to the 
fact that things are so much better in this Nation. 

Governor Harriman. Let’s do that abroad, but let’s face the facts 
here at home. 

Mr. Henperson. What we are saying here today will not go un- 
noticed abroad. 

Governor — 1N. Let me tell you this: These are some of the 
things I know. I dealt with Stalin perhaps more than any other 
foreign diplomat and I was present when he met with Churchill and 
Roosevelt and the two of them together. He was very definitely an- 
noyed with Mr. Roosevelt and he couldn’t understand him because he 
represented a philosophy and point of view which wasn’t in the Com- 
munist book. And I can tell you from my own experience that when 
Roosevelt died the people in Russia mourned because they felt they 
had lost a friend. Roosevelt was the expression of the finest con- 
ception of American goodwill toward other people. 

President Truman carried that on with his point 4 program. 

But I want to tell you today, we are behaving as the Communists 
think a capitalist society is supposed to behave. We are having 
unemployment, which is ‘what they say is inevitable in the capitalist 
society. 

Mr. Henperson. We can have full employment in this country today 
by adopting Russia’s tactics, but I am sure we wouldn’t want to adopt 
those tactics. 

Governor Harrrman. We have been arrogant in our relations with 
other people. We have been demanding military alliances in place 
of the kind of goodwill which we wanted to create by the good neighbor 
policy. And now, you can see Khrushchev in glee because he sees 
we are behaving as they say a capitalist nation is supposed to behave. 

That is what affects our position around the world. It is high time 
you understand that we cannot be a militarist nation, or a dollar 
diplomacy nation if we want to preserve the respect and goodwill 
that we had just 5 years ago. 

Don’t talk to me about what the conditions are, I know. 

Mr. Tair. Governor Harriman, I have been a United States dele- 
gate to 3 international conferences at which 29 delegates of the Soviet 
Union have been present. Each time I have urged improvements in 
economic statistics. Other countries go along with the idea because 
they recognize its importance, not only for us but for all nations. But 
that. is the one delegation that. has always opposed improvement in 
economic statistics. 

I raise the question, How firm are these figures? Just what do we 
know about Russia as far as production is concerned? We must keep 
in mind the basis from which we start. Percentages may not mean 
anything and the figures must be firm in relation to our own produc- 

tion. Otherwise our information is wholly inadequate. 
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Governor Harrrman. I used to be in that guessing game and I 
didn’t believe the Russian figures at all. But the more I saw of it, 
the more information of all sorts that came, it would appear that by 
and large they were not far wrong. 

When I was Ambassador we used to try to get some base figure. 
Their percentages of increase were usually pretty right. It was ‘diffi- 
cult to get the base figure. I find over the years it is safer to assume 
their figures are reasonably accurate than to ditedunt them. In spite 
of the fact that I have warned against the Communist danger or the 
Kremlin danger, I did not believe it was possible for them to expand 
their production as rapidly as they have. Therefore I am more in- 
clined today to believe their figures than to doubt them. I think it 
is safer to believe them than to assume that they are wrong. 

Mr. Taiz. Even if we believed their claim as to steel production ap- 
proaching 60 million tons annually, they would still be far below our 
own. 

Governor Harriman. Yes, but when we are operating at 50 per- 
cent it is somewhat more. In addition to which a great percentage 
of our 120 million tons, even when it was working at full capacity, 
went into things w hich were not necessary from the military stand- 

oint. A very much larger percentage of their steel producti lon goes 
into the military, or goes ‘into expansion. It doesn’t go into the kinds 
of things of which we are so proud, Mr. Henderson, the high stand- 
ard of living, the private automobiles and the various other things 
for which steel is used to add to the comfort and welfare of our 
families. We are not too far off in the percentage of the amount of 
steel that is going into the heavy industry and into weapons. And 
therefore I have been amazed, myself, to see the speed of their 
progress. It is due to, as Mr. Henderson says, the exploitation of the 
people. 

At the same time when you are in India and you haven’t enough 
to eat and you are living on less than $100 a year, you don’t pay much 
attention to the standard of living here in the United States. You 
want to know how you are going to get meals for your family. 

Mr. Mutrer. Mr, Chairman, may I make this concluding remark, 
that I think the entire tenor of the Governor’s statement is to the 
effect that we will not exploit our people and we are going to do 
what we can to prevent their being exploited; we will do what we can 
to help them attain and keep the standard of living that we look 
upon as a decent way of life. 

Governor Harrrman. That is exactly it. That is why we are all 
so unhappy at the unemployment which has occurred. ‘That is why 
we want to see people get back to work as rapidly as possible and 
why we want to extend the eee Ripon benefits to cushion the 
shock. But unemployment benefits are no substitute for jobs. 

May I say, Mr. Chairman, I have no doubt as to our ability. What 
makes me unhappy is that we are not using our capabilities so fully. 

The Cuarrman. On behalf of the committee, Governor, I want 
to thank you for coming here and giving an effective statement. I 
am sure we all appreciate it and I am sure it will have an effect on the 
committee. We hope you will come back occasionally to give us your 
views on various questions. 

(Whereupon, at 12:30 p. m., the committee adjourned to reconvene 
at 10 p. m., Tuesday, April 22, 1958.) 
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TUESDAY, APRIL 22, 1958 


House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10 a. m., Hon. 
Brent Spence, chairman, presiding. 

Present: Messrs. Spence, Brown, Patman, Multer, Addonizio, 
Barrett, Mrs. Sullivan, Mr. Reuss, Mrs. Griffiths, Messrs. Ashley, 
Vanik, Rutherford, Anderson, Breeding, Talle, Kilburn, Mc- 
Donough, Widnall, Betts, Mumma, Hiestand, Bass, Henderson, and 
Chamberlain. 

The Cuairman. The committee will be in order. 

We are honored to have the distinguished Governor of Michigan 
as our witness. He holds pretty much the same position in political 
life as a distinguished runner in my State holds in racing, Man of 
War. Five times he has been the Governor of the State of Michigan, 
which I remember as a rockribbed Republican State. That seems to 
be an expression of the confidence and esteem with which he is held 
in this great State. 

We have a member of our committee, Mrs. Griffiths, who was at 
one time a law partner of G. Mennen Williams. I will ask her to 
welcome him. 

Mrs. Grirrrrns. Thank you, Mr. Chairman. 

Governor, it has been a long time since I have sat in the legislature 
and listened to your messages, and on behalf of this committee I am 
happy to welcome you here today. I know that whatever you have 
to say will be accepted in the spirit in which it is given. 

Further, this committee has listened with great interest to the 
difficulties of Michigan and Detroit and I am sure that they are going 
to be very interested and I am sure they will give you fair and cordial 
treatment. 

Thank you for coming, Governor. 

The CHarrman. Now you may proceed, Governor, in the way that 
you desire, and then subject yourself to interrogation. I am sure 
the committee will agree to that. 


STATEMENT OF HON. G. MENNEN WILLIAMS, GOVERNOR OF 
THE STATE OF MICHIGAN 


Governor Witu1aMs. Thank you very much, Chairman Spence. 
The CHarrmMan. You have another constituent here, Governor, a 
member of our committee, Mr. Chamberlain. 
Mr. CHAMBERLAIN. I would like to join Mrs. Griffiths in welcoming 
you to our committee here. I didn’t mean to interfere with your 
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statement, but I wanted to assure you that we have appreciated the 
advice and counsel that we have had from the other governors that 
have been before our committee and I know that the members of 
this committee are well aware of the problems that we are facing 
in Michigan and they will appreciate your detailed analysis of them. 

Again, I welcome you here to our committee. 

Governor Wini1aMs. Thank you very much, Chairman Spence, Mrs. 
Griffiths, and Mr. Chamberlain, from my home state, and members 
of the committee. 

It has been a cordial reception you have extended me and I appre- 
ciate it very much. Certainly the whole country has been following 
with real interest what you are doing here. I just came from the west 
coast and I know that Governor Rosellini is looking forward to testi- 
fying here and the people I have met have felt this is a wonderful 
forum to get information on the problems confronting us here in our 
country today. 

It is unnecessary for me at this moment to say that my name is G. 
Mennen Williams, because I have been so kindly introduced. 

Let me at the outset extend my congratulations to the members of 
this committee for the public service you are performing in conducting 
these important hearings. 

Second, I want to thank you for giving me the opportunity to present 
my views on several of the problems which are of the utmost concern 
to us all. 

When I was first invited to testify before this committee, I was 
informed that, along with consideration of the problems of area rede- 
velopment, any comments I might have on the general economic 
situation would be welcomed. 

Given this latitude, I should first like to discuss the general economic 
condition of the Nation and offer some suggestions as to how we might 
restore the generally prosperous conditions which have heretofore 
characterized the postwar decade. 

There is no doubt in my mind that we desperately need to take im- 
mediate measures to counteract the current recession. Practically 
every index we have for measuring the strength of the Nation’s econ- 
omy indicates that we face serious problems in almost every field. I 
would like to mention just a few. 

Industrial production is now at its lowest point since the recession 
of 1954. Unemployment is the highest since 1950. In 36 out of 48 
States unemployment is in the highest general classification used by 
the Department of Labor, meaning that over 6 percent of those covered 
by unemployment insurance are claiming benefits. The last official 
estimate of total unemployment in the United States was 5.2 million. 
Automobile production is running about 25 percent behind last year. 
Steel production is under 50 percent of rated capacity. 

Last night I heard a speaker comment on this particular point: 
When the United States is running at half its rated capacity, the 
Soviet Union is producing almost as much steel as are we, and I think 
this can’t help but be a matter of concern to us all. 

In State after State, direct relief, or general-assistance zrants have 
doubled. 
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It is my belief that the major cause for the continuing downturn in 
the economy is the prevalence of a feeling of insecurity on the part of 
the consuming public. 

Those who are already unemployed know that all that lies between 
them and either poverty or the relief rolls is their unemployment in- 
surance. As the recession deepens, each one of them knows that the 
day on which they will exhaust their own benefits, if they have not 
already done so, is drawing perilously near. 

Those who are still working need only look about them to see what 
appears to be very ominous handwriting on the wall. The man next 
door has been out of work for 6 months. The diemaker just down the 
street who has 20 years seniority was laid off 3 weeks ago. The man 
who is still working can only wonder when his own number will be up. 

Under these circumstances, neither the unemployed nor the man still 
working is going to spend whatever surplus he might have, no matter 
how large or small, to buy the goods whose renewed production will 
provide the jobs necessary to restore prosperity. 

Another common factor complicates this situation. Almost every 
worker, and I would venture quite a few farmers, too, is buying on 
time. There’s the mortgage or land contract. 'There’s the payment 
on the car, the washingmachine, the refrigerator, and possibly on the 
furniture, too. Maybe a quarter or even a half of a man’s, or even a 
couple’s wages are tied up in this way. 

With so much of man’s income mortgaged in this way, even un- 
employment compensation doesn’t completely insure against the risks 
of unemployment, even while the compensation lasts. 

Inasmuch as the average working family doesn’t have much more 
than enough savings to buy food and pay for shelter for at most a 
month or two, those who have either a modicum of prudence or a bad 
case of jitters induced by what has happened to their neighbors are 
going to hold on to what little they have, or even try to build it up a 
little. 

In my mind, we are going to get the economy moving back into high 
gear when we remove from the consumer-worker the specter of job- 
insecurity. 

There are two principal ways of doing this. First and most impor- 
tantly is to start the return to full employment by supplying jobs. 
Since jobs via consumer-purchasing is slowed down because of lack 
of jobs in the first place, the most promising way to break into the 
circle, is by bold programs of public works. I personally feel this is 
the best and most advantageous program. The second program, which 
T’ll discuss first, because YT l] treat it more briefly, is providing addi- 
tionally security to those who are drawing or may draw unemploy- 
ment compensation benefits. 

As I have already pointed out, present unemployment insurance 
doesn’t provide either a decent standard of living or reemployment o1 
peace of mind. The weekly payments fail to meet commitments and 
the duration of payments is apt to be far short of actual unemploy- 
ment. This means a sense of insecurity for those still employed— 
layoffs have been hitting workers with not only 10 but with 20 and even 
30 years of seniority—as well as troubles for those actually unem- 
ployed. 

Therefore, I would urge the immediate enactment of legisla- 
tion similar to the Mills-McCormack bills now before this House, 
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providing for a uniform extension of unemployment compensation 
benefits. 

Let me give you one Michigan example to demonstrate why this 
kind of legislation is urgently needed. Our Michigan Employment 
Security Commission estimates that by the end of Mi ay, more than 
79,000 Michigan workers will have exhausted their unemployment 
benefits. This is approximately 6,000 more than exhausted those 
benefits during all of 1957. 

The formula provided in the Mills-McCormack bills is wise. Any 
extension program should contain three elements: A uniform ex- 
tension of duration of adequate length such as the Mills-McCormack 
provision for 16 weeks; adequate dollar levels as in these bills’ pro- 
visions for a minimum level of 50 percent of the worker’s average 
weekly wage and a maximum of 67 percent of the State’s average 
weekly wage; and money to finance the extension program should be 
on a grant, not’a loan, basis. 

Let me add at this point, that the Congress should also enact a 
long-range program for State participation in the unemployment 
insurance program similar to the provisions of the Kennedy-Mc- 
Carthy bills. I am convinced that we on not be confronted with 
the economic crisis we now have, had such legislation been in effect 
during the last several years. 

Turning to my first recommendation, I would urge that Congress 
take every single step available to it to create new jobs. In the main, 
this congressional action would take the form of public works. I 
am aware that one of the questions that has been raised is how quickly 
these jobs could be created under an expanded Federal public works 
program. I can give you solid evidence from Michigan that each 
and every one of the programs which you are considering to expand 
public works will be utilized fully and for the most part immediately 
in my State. 

Early this year, I asked the several agencies of State government 
and our cities to give me an analysis of public facilities on which 
they were ready to begin work as soon as funds were available. 

You will find a detailed table of the answers which I received 
attached to this testimony. But I should like to briefly summarize 
the highlights. 

There are plans on the shelves of our State agencies of $130 mil- 
lion of public works projects which can be started if Federal funds 
are made available. In our cities and towns, more than $612 mil- 
lion of public works projects can be started immediately if the Fed- 
eral Government makes the funds available. 

A recent survey by the United States Department of Labor in- 
dicated that 20 percent unemployment now exists in the construction 
industry. Furthermore, 15 of every 100 unemployed workers are 
construction workers. An expanded Federal public works program 
will certainly go a long way in putting these idle construction workers 
back on the job— not to mention the workers from other areas 
whose skills and energy could be utilized for this program. 

Needless to say, I was soberly troubled by the President's veto of 
the rivers and harbors bill. Had he signed that bill, more than $3 
million of Michigan projects could have been undertaken at once. 
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It is my hope that the Congress will move at once to override the 
President’s action. 

The highway bill recently enacted by the Congress, and signed 
reluctantly by the Pr esident will give us some relief in Michigan. 
I congratulate the Congress on acting with dispatch on this important 
measure. 

Our highway commissioner has been in consultation with both 
our local road commissions and the roadbuilding industry in an- 
ticipation of the passage of this bill. As you gentlemen no doubt 
realize, this particular bill provides for the so-called A, B, C roads, 
which are both more readily built and tend to employ more actual 
labor immediately. 

But much more remains to be done. I would urge immediate action 
on legislation similar to that embodied in H. R. 11474, 11272, and 
11279—those bills known as the community facilities loan programs. 

It is my undersanding that you now have before you a Senate 
version of such legislation. In my belief, the amount to be loaned 
in the Senate version in inadequate and should be increased by at 
least 100 percent. Secondly, I believe that the interest rate for 
those loans that may be charged under the Senate program is exces- 
sive and should be kept to a much lower maximum. Third, I would 
urge that the types of projects that can qualify for such loans be 
kept as broad as they now are in the Senate program. 

If 1 may inter ject here I was talking with the mayor of the city 
of Detroit, whom you have invited to come down. He has indicated 
that while they are interested in grant programs they are particu- 
larly inte rested in a low-rate interest program for a long period of 
years and he is thinking of interest at 2 to 214 percent for as long 
as 50 years. 

There are other broad proposals before both Houses of the Con- 
gress that would give additional impetus in providing more jobs. 

One of the major problems facing the Nation is the almost. un- 
believably rapid growth of our metropolitan areas. In each of these 
areas, we find, in varying degree, problems created by the inadequacy 
of municipal facilities- sewers, water systems, sewage-treatment 
plants, streets, schools, public housing, p: irks, and other recreational 
areas, and other things as well. 

It seems to me that now is the time to move in on these problems. 
It is inconceivable that a nation with as much wealth, talent, and 
energy as the United States, should find itself bogged down in its 
efforts at progress—should find itself slowly strangled by _ its 
inability to cope with the problems created by the gradual 
transformation of the Nation from one primarily rural to one 
predominantly urban. 

Before the Congress are many bills which would, if enacted, 
ceive us a start in meeting these problems, in addition to creating new 
jobs. The passage of the public facilities loan legislation which ] 
have already discussed is certainly one sure way to make our begin- 
ning. But I hope that other bills, of a Federal grant nature, will 
also be enacted. 

The slums of our major cities are a national disgrace. They are 
the breeding ground of crime, poverty and disease. That we should 
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tolerate them any more than we tolerate malaria-breeding swamps 1s 
a source of appalling amazement to me. I would urge that “Federal ap- 
propriations for urban redevelopment and public housing be greatly 
increased. I would also urge the enactment of low-cost loans for 
private, middle-income housing. The social benefits of such Federal 
action would be rewarding—the economic benefits, in the number of 
jobs created, would be immediate and equally rewarding. 

The Hill-Burton program for hospital construction should be ex- 
panded. As the chart, appendix la, attached, indicates, we have 
more than $41 million of hospital construction awaiting only the 
appropriation of Federal money. 

I understand that this $41 million would re sent a backlog that 
would require a Federal bill between 3 and 4 times the present grant 
so you can see that at least in the State of Michigan we are prepared 
to go forward quickly and extensively in the field of hospital construc- 
tion in conjunction with the United States. 

There are bills calling for Federal aid for school construction before 
the Congress. One, introduced by Michigan’s Senator McNamara, 
would provide a number of construction jobs—in addition to meeting 
one of our most pressing needs in bringing our educational system to 
adequate standards. 

Turning to measures other than public works which will help to 
create new jobs, I would like to briefly discuss the subject of invest- 
ment capital, particularly for small business. Our small-business men 
just cannot find investment funds. Testimony before the House 
Select Committee on Small Business revealed that only 1 percent 
of the total amount loaned by life-insurance companies went for loans 
of under $50,000; such loans being the kind most needed by small 
business. In fact, only 13.8 percent of this total amount loaned by 
insurance companies was for loans of $1 million or less. On the other 
hand, loans of $10 million or more constituted 56.5 percent of the 
money loaned, even though this money went for only 3.2 percent of 
the loans made. 

Other testimony before the committee revealed that in the latest 
year for which figures were available, member banks of the Federal 
Reserve System to businesses with assets of under $50,000 represented 

5 percent of the amount loaned by such banks. This testimony also 
howe that Federal Reserve member banks’ loans to businesses with 
assets between $50,000 and $250,000 were 14.5 percent of the total 
loaned. The total loaned therefore to businesses with assets of less 
than $250,000 was only 20 percent of the aggregate loaned by Federal 
teserve banks. 

These figures indicate that small business must have a new source 
for financing if we hope to achieve any permanent solution for the 
problems of depressed areas—not to mention the problems of monopoly 
and giantism which we face everywhere. 

Therefore, I would urge the enactment of legislation similar to 
H. R. 10345, providing for a small business capital bank system, in 
order to supply the much-needed capital for small-business investment. 
I have studied this bill, and believe that it would provide a sound 
answer to one of the major reasons why we have unemployment today— 
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a shortage of capital which prevents the small business entrepeneur 
from either beginning or expanding his business, with a consequent 
stifling of new job opportunities. 

We shall never fully restore the economy until our farm families 
are given the opportunity to gain their rightful share of the Nation’s 
income—the share to which their magnificent efforts and productivity 
entitle them. And I might hark back to my previous statements about 
insecurity. Here is a segment of our population which has experienced 
a deep and lasting per iod of insecur ity—a period in which their income 
steadily decline d while their expenses soared. 

While I recognize that the odds at this moment appear almost in- 
surmountable, it is my sincere hope that the Congress will be able to 
also override the President’s veto of the bill which would stabilize 
price supports. Second, I would urge an extension of the direct- 
payment plan, now in effect for wool growers, to other commodities. 
I believe that a program to extend suc h payments, as originally sug- 
gested by Secretary Brannan, to several of the major grain crops, on 
an experimental basis, would be ultimately successful. Certainly its 
effects would be no worse than the system now in force. And I am 
sure you gentlemen are all acquainted with the fact that last December, 
the United States Department of Agriculture announced that it had 
sold or dispose d of all of the wool that had been kept in the Commodity 
Credit Corporation so that the Brannan plan as applied to wool at 
least has been successful not only in helping the farmers, but in 
getting rid of the surplus that they have. 

As I stated before the House Ways and Means Committee in my 
testimony last month, there may be some controversy which will arise 
concerning States rights. Last February I was privileged to join with 
11 governors in urging President Eisenhower to take several steps by 
which the present recession could be countered. 

The governors who joined in the telegram to the President were the 
Governors of Color: ado, Iowa, Maine, Massac husetts, Minnesota, New 
Jersey, New York, Oregon, Rhode Island, and W ashington. Briefly 
stated, our program contained the following points. 

We urged: (1) An immediate expansion of public works, (2) 
increase in welfare, educational, and health programs, (3) the enact- 
ment of realistic Federal minimum standards in unemployment i insur- 
ance; (4) a further easing of credit, (5) the restoration of farm 
income, by a return to realistic support programs pending develop- 
ment of a comprehensive solution to the farm recession, (6) if the 
recession was not arrested, the enactment of a tax cut to favor small 
income families. 

It is my hope that this statement will indicate to you that at least 
11 governors, who are the chief executives of States in which the 
combined population is almost 50 million people, do not consider States 
rights to be an issue here. We recognize that the Federal Government 
which has priority in the largest tax source fields, mainly personal 
and corporate income, must be the cohesive force which will tie to- 
gether the antirecession moves of the other units of governments. 
Attached you will find a copy of the governors’ telegram, appendix 2. 

This long introduction will I hope indicate that area redevelopment 
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is not only intrinsically important, but now particularly timely as well. 
We in Michigan are particularly aware of the need for such legislation. 
We know also that other sections of the Nation are equally concerned. 
The April 4 issue of the Congressional Quartely estimated that 122 
congressional districts, include in whole or in part, areas which would 
qualify under the provisions of the bill which passed the Senate in 
1956. 

It is my understanding that the area redevelopment bill which will 
be considered by the Congress this year will be whatever bill emerges 
from the Senate. Iam informed that negotiations are now completed 
and that a compromise between the bills known as the Douglas and 
Payne bills has been reported to the floor of the Senate. 

However, I do want to express my thanks to the chairman of this 
committee, Representative Spence, and to Representative Martha 
Griffiths—as has been pointed out—my former law partner and 
members of the Michigan Legislature during my earlier terms, for the 
bills which they introduced to initiate a comprehensive program of 
area redevelopment. 

Since the future of specific area redevelopment degislation is some- 
what uncertain, awaiting Senate passage, I shall offer only general 
comments on the form which I hope that legislation will eventually 
take. 

There is no doubt in my mind that the purposes of the area re- 
development bills are eminently wise, and I endorse them without 
qualification. The rehabilitation of industrial plants and the con- 
struction of necessary new production facilities is desperately needed 
in many depressed areas. So also is technical assistance for planning 
purposes. The grants and loans to be made available for the public 
facilities needed to attract industry are also urgently needed. In all 
phases of the program, rural and urban need has been dramatically 
evidenced. 

There is one section of the area redevelopment legislation to which 
I should like to devote special attention. That is the training and 
retraining provisions for the underskilled. I cannot too strongly ex- 
press my support for this program. I also heartily endorse the pro- 
vision for subsistence payments during the training period. I would 
like however, to add one more suggestion, which ‘T have repeatedly 
offered to the Michigan Legislature. But before that, I would just 
like to give you one fact about the need — retraining which seems to 
me to be the most persuasive. Last year, Michigan unfortunately 
averaged about 200,000 unemployed dia most of the year. Yet 
during all of that time we had “jobs wanted” totaling at least 10,000. 
Our Michigan Employment Security Commission went outside of the 
State of Michigan at a time when we had 200,000 unemployed, to get 
5,000 workers to fill jobs. Now, that perhaps | gives all of you gentle- 
men outside of Michigan a degree of pride that you were able to provide 
workers we didn’t have. But that pride can be short lived because we 
had to go outside of the boundaries of our country in order to get 750 

neole to fill more jobs and we still had thousands of jobs that couldn’t 
filled at all. 

So, this program which you have to assist vocational retraining is, 
I think, a very, very important aspect of the bill that you have. This 
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is something that we have had committees studying in Michigan, that 
we have been trying to work on but I am sure the cooperation of the 
Federal Government in this field will be most important in reaching 
a satisfactory solution. 

One of the big obstacles to putting men in depressed areas back to 
work is their in: ibility to move themselves and their families to another 
locale where work is available. I hope that whatever legislation is 
enacted would contain a grant of funds to be used for such transpor- 
tation allowances. 

Finally, I should like to comment on the criteria for qualification. 
In the two attached tables, prepared by the Michigan Employment 
Security Commission, you can see the depth and extent of unemploy- 
ment in our major Mic higan labor markets. 

The first table indicates how m: uny of these markets would qualify 
under the various formulas contained in the Douglas and Payne bills. 
The second table lists the month-by-month unemploy ment in these 
markets during the last 2 years. 

As you can see, only two of these formulas would qualify a significant 
number of our markets—yet in both instances, still a minor number. 
We recognize that if the recession continues, other markets would 
soon qualify, as the charts clearly establish. It is difficult for me to 
understand, however, why more of these markets should not qualify 
immediately under whatever area redevolopment legislation is enacted. 

It is my belief that the same criteria to be used for rural dev elopment 
area, that of substantial and persistent unemployment and under- 
employment and a prevalence of low-income families, should be ex- 
tended to industrial areas. It seems to me that most of the various 
formulas for industrial area designs ation would apply only to units 
which could be easily character ized as “ehost towns.” I would prefer 
to see such legislation used to keep communities from becoming ghost 
towns, rather than to finance what would appear to be lost causes. 

Again, my thanks to this committee for giving me this opportunity 
to express my views. I know that I speak for the citizens of Michigan 
when I offer you our wholehearted support in the important days that 
lie ahead. I want to assure you also, that every public agency in 
Michigan, at every level of government, stands ready to extend to 
you its full and willing cooperation. 

(The documents attached to Governor Williams’ statement follow :) 
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APPENDIX 2 


UXECUTIVE OFFICE, February 12, 1958. 

The following joint telegram was sent today to President Eisenhower by 
the governors of Colorado, Iowa, Massachusetts, Maine, Michigan, Minnesota, 
New Jersey, New York, Oregon, Rhode Island, and Washington: 

“More than 4 million people were unemployed in January. The Secretary 
of Commerce estimates that unemployment will rise to 5 million. Moreover, 
take-home pay has declined as the result of a shortened workweek for addi- 
tional millions of workers. 

“Almost all of the indexes we use to gage the condition of the national econ- 
omy indicate that its health is far from robust, and the prognosis for the 
future is, at best uncertain. Production has already dropped further than in 
1953-54. The country’s steel plants are operating at slightly more than 50 
percent of capacity, and automobile production estimates have been progressively 
revised downward. National spending for plant and equipment has declined 
and exports have fallen. Susiness failures last year were at postwar high. 

“The farm depression, starting 5 years ago, shows no signs of slackening. 
Indeed, the decline in farm purchasing power is now being felt throughout 
the rest of the economy. Small businesses on Main Street face a struggle 
against growing odds to keep their income even slightly above costs. 

“Only enlightened Federal action can prevent the recession from feeding 
on itself and deteriorating further into a depression. Each of us, as the 
chief executive of his States, is doing everything possible to counter the down- 
ward spiral. But a slump which is national in origin and cause can only be 
overcome by wise and vigorous use of Federal programs designed for the 
exact purpose of countering such economic trends. 

“We pledge our full cooperation in taking the action necessary to put us 
once again on the path to an expanding economy. We will seek to make our 
views known to the Congressmen from our respective States and will urge 
their support of the program which we present to you. 

“We have agreed that the following program should be enacted. It is a 
practical program that can be put into effect quickly and with maximum impact. 

“1. There should be Government action to expand building and construction 
of those projects which can be gotten underway promptly. Such an expansion 
will not only meet pressing needs, but will also result in reviving xctivity in 
the vital construction and related industry. We are at a point where such 
programs should be expanded rather than curtailed, as many of them are, in 
the administration budget. 

“Particular attention should be given to: 

“(a) Acceleration of highway building programs, not a stretching out 
as the administration now plans. 

“(b) A restoration of Hill-Burton funds for hospital construction. 

“(c) A realistic program of Federal assistance to school construction. 

“(d) An expansion of housing, slum clearance, and urban redevelopment 
programs. 

“(e) The provision of adequate Federal funds for flood control, water 
conservation, reclamation power, and other resource projects. 

“2? Welfare, educational, and health programs should be expanded. Your 
administration plans to curtail these programs at a time when they are most 
needed. In time of recession, we cannot neglect the needs of our children, 
the aged, and the handicapped. 

“3. Realistic Federal minimum standards in unemployment insurance should 
be established. Unemployment compensation is one of the greatest weapons 
we have to maintain purchasing power when there is mass unemployment. 

“4. There is need for a further easing of credit. The tight-money policy 
has checked expansion, created unemployment, while failing to halt inflation. 
It has worked a particular hardship on small business, farmers and home 
builders: it has led to a curtailment of school construction. 

“The adjustments which have been made thus far are inadequate and we 
urge that more effective steps be taken to insure the availability of credit. 

“5. We must restore farm income. We should return to realistic support 
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programs pending the development of a comprehensive and workable program. 

“We further suggest that effective steps be taken to utilize our present sur- 
plus, both through existing domestic channels and through an intelligent pro- 
gram of economic cooperation abroad. 

“6. If the recession is not arrested, a tax cut by the Federal Government may 
be necessary to stimulate economic activity. In order to provide maximum 
stimulus to purchasing power, any tax relief should be directed to low income 
families. 

“We would be glad to come to Washington at your convenience if you wish 
to meet with us personally to discuss conditions in our States or any phase 


of this program. We are sending copies of this telegram to all other governors 
and inviting them to join in this message.” 
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The Cuatmman. Thank you, Governor, for a very able statement. 
Do you think that it is essential that we should pass the community- 
facilities bill as soon as possible? 

Governor Wixu1aMs. Yes: I feel that very strongly, and I think that 
this will be helpful to provide jobs and, also, to provide the special 
social services that those facilities would give to the people. 

The CuHarrman. And many of the cities in Michigan are prepared 
immediately to proceed with the work if this legislation is approved ? 

Governor Wiiu1AMs. Yes, sir; there is a list of those cities attached 
in one of the appendixes, and I might say that that list is not yet com- 
plete. We are getting new reports almost every day, and we feel that 
it will be even greater than that listing. 

The CHatrman., Is there a constiutional limitation on the indebted- 
ness of municipalities in Michigan ? 

Governor WiiuLiaMs. Yes; there is a constitutional limit, depending 
upon what type of borrowing they engage in, sir. I can’t give you, 
offhand, the complicated details of it. 

The Cuarrman. Well, I might say, under the Community Facilities 
Act, that, if the projects are revenue producing, revenue bonds may be 
issued that would be purchased by the Community Facilities Adminis- 
tration, which would obviate the requirement that they should be 
under the constitutional limitation of indebtedness. 

I think in many States—I know in my own State—many of the cities 
are up to the constitutional limitation, and that would permit them 
to borrow notwithstanding that fact. 

Governor WitiiaMs. I think this is a very important and helpful 
facilitation of action, sir. 

The Cuarrman. And you feel it would be the means of putting 
many, many men to work, immediately ? 

Governor WituiaMs. Yes, sir; I am quite confident of that. 

The Cuatrman. Why is it, with the unemployment situation as it 
is, and with production down, that prices are still rising? I don’t 
think we have to go to statistics to find that. Our everyday experience 
demonstrates it. The automobile business is in trouble right now. 
Their inventories are high, and there is great underemployment, but 
the prices of automobiles are higher now than they were, generally, 
heretofore. Isn’t that true? 

Governor Witt1ams. Yes; the automobile prices have continued to 
go up, sir, and I might say that all of us in Michigan, whether they 
are producers or employees, have one thing they would like the Con- 
gress to do, and that is to remove the excise tax on automobiles. 

The point here, I think, was investigated by Representative 
Chamberlain, and he found that the automobile companies were ready 
to pledge to him that they would reduce prices. But I think that the 
phenomenon you mentioned, of course, goes way beyond the auto- 
mobile industry, that prices generally are quite high. Even the price 
of agricultural products, as the *y reach the consumer, are high. 

The economists with whom I have talked seem to feel that the m: jor 
problem here comes under what they call administered prices. They 
seem to feel that there is some setup in the economy where, in many of 
these fields, the market does not have full play, but where the pro- 
ducers are able to manipulate prices on something other than a market 
basis. 
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The Cuarmman. Doesn’t unemployment, itself, have a great effect 
upon demand? You say about 5 million people are out of work. It 
might be normal if 2 million were out of work, but an abnormal 
number would decrease the demand for automobiles, wouldn’t it? 
Wouldn't that represent the purchases, probably of four times that 
amount because it is the breadwinner who is out of work and his family 
is dependent upon him. Wouldn’t that have a big effect upon the 
demand generally, Governor ? 

Governor Wuutams. 1 think, Mr. Chairman, you and I have a 
similar philosophy as to what our problem is here, to a large extent, 
and that is that we have so many unemployed that this is cutting down 
normal consumption, and this feeds on itself and spirals into the bad 
situation that we have. That is why I feel it is so vitally important 
to have a bold, public-works program to employ a considerable num- 
ber of people, and I think this will prime the pump in as good a way 
as we can effectuate it. 

The CuarrMan. I will ask for questions under the 5-minute rule. 

Dr. Talle. 

Mr. Tatie. Thank you, Mr. Chairman. 

Governor Williams, you don’t mind if I make some local references, 
do you, to the proud State of Michigan ? 

Last: year, in your State there were 414 municipals sold in the private 
market. These issues totaled $267 million. In the first 2 months of 
this year, 71 Michigan municipal issues, aggregating $58 million, have 
been sold in the private market. I have pointed out now what is 
going on locally. 

My point is this: I gather from your statement that it implies that 
the $130 million you mentioned in your figure as a State ublic- works 
project and the $612 million of municip: al projects can van be started 
if Federal funds are made available. Actually, the record shows that 
such projects in Michigan are being financed in the private market. 

Governor Wiiuiiams. Well, if you mean to imply there is some 
financing in the private market, you are 100 percent correct, but the 
very fact that these $130 million and $612 million of projects aren’t 
being financed leads to a different conc lusion. In other words, I know, 
for example, in the Hill-Burton field, where I have worked very 
closely with the local communities, that getting that approximately 
one-third, or in some cases it is higher, of subsidy just makes it possible 
for the local people to go over the top. I know that this is true in 
many of the municipal borrowings, as well, that they just aren’t able 
to do this under private financing. 

Mr. Tate. I come to my second question. I note your reference to 
the community-facilities bills. Now, suppose that we did enact the 
bills in the amount of $2 billion, and we pick up the figures used 
already—$130 million, State public-works projects; $612 million, 
municipal projects; and they would make a total of $742 million. 
That would be, roughly, 37 percent of the $2 billion in the com- 
munity-facilities bill. It is rather optimistic to believe that Mich- 
igan would get all that, is it not ? 

Governor Wiit1aMs. We are incurable optimists in Michigan, but 
I think I could explain, sir, that the figure I gave you was the total 
cost, and that the Federal Government would only give a percentage 
of that. Iamsorry if I misled you. 
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Mr. Tauue. You had in mind a sharing proposition ? 

Governor WiiiiAMs. Yes. 

Mr. Tatxx. But it does point up how meager $2 billion is. Asa 
matter of fact, it is my firm feeling that all of these bills simply 
reveal that we would be shifting financing from the private market, 
which is doing very well, to the Government market, - addition to 
this heavy debt we have, and have no new jobs created. Iam glad you 
made reference to the creation of new jobs. That is fine, and I share 
your interest in it, but I fear these bills would merely shift financing 
from the private market to the Federal Government. 

Governor Witiiams. Well, I have the feeling, sir, that I would 
have to agree with you, in part, that the private market is bearing 
a share of this, but we have much financing which just isn’t being 
done, and I think that the Federal sharing in this would help it go 
over the top 

I think that when we look at the tremendous needs in this great 
land of ours that we are going to have to encourage every kind of 
construction. And right now, the private market is not doing that 
and as a consequence I share with you a feeling that in one way $2 
billion isn’t enough. 

If you want to come up to $5 billion, we will be right in there pitch- 
ing with you, sir. 

I do feel that the needs of our country are so great that we can use 
both the private and public financing facilities to good advantage. 

Mr. Tate. Well, I must repeat my feeling that these bills really 
in essence do no more than transfer fin: inc ing, pr ivate ly, to finance ing 
by the Government and while I would like to have all of these good 
things as much as anybody, I look at the astronomical debt and I 
always ask myself the question, “How big will our debt be if it is to 
embrace all of these things we would like to have ? 

Governor Wiiut1Ams. I think we are in the situation of a family 
who has a sick child. At that point we are a little worried about how 
much debt we are going to encounter, but the problem is so great and 
the need is so important that we go ahead and make the investment 
because the health of our child is more important than the problem. 

I feel that our economy here in America and the needs of our 
people are such that this is the kind of investment that we ought to 
make and that in the long run we will be very happy that we have 
done so. 

The Cuarrman. Mr. Brown. 

Mr. Brown. Governor, we appreciate your excellent statement. As 
a former law partner and a distinguished member of this committee, 
Mrs. Griffiths thinks you are a w onderful governor. We have also 
Mr. Chamberlain, a distinguished member of this committee. 

I hope we can find jobs for those who are able to work and willing 
to work. You stated that the consumer is paying more for food and 
clothing now than he has ever paid before and I think that is right. 
Yet the income of the farmer has fallen 20 percent from 1952 through 
1957. 

Why does the consumer have to pay so much more when the farmer 
who produces the food and clothing is making less profit? 

Governor WitxtaMs. I am glad that you emph: isized this point be- 
cause we must be concerned about the farmer as a farmer, we must 
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also be concerned about him as a member of our community because 
when the farmer isn’t able to purchase, then our industrial economy 
goes down, too. 

We produce some farm implements as well as automobiles and we 
feel the hurt of the farmer. 

Coming directly to your question, it seems to me that while some 
of the spread can be accounted for in additional services required by 
the consumer, by and large it seems to me that the spread is reflected 
in the higher profits which the middleman has been taking. I think 
that this is a field which the Congress has looked at, and I think 
it is one we must be concerned about because the farmer simply has 
to get an adequate income or otherwise our whole economy is going 
to be shaken. 

Mr. Brown. I have noticed in history that the well-being of the 
businessman depends to a great extent upon the well- being of the 
farmer. Is that true? 

Governor Wiis. I can’t quote it exactly, but I think Daniel 
Webster stated that in these Halls and I don’t think anybody can 
contradict it. 

Mr. Brown. During the depression when the banks began to close, 
most of the farmers had to sell their land. Nobody had any money 
and very little credit. 

Governor Wiiit1Ams. Mr. Brown, if I could make a comment here 
which I think is apropos, over the last 2 years we in Michigan saw a 
phenomenon which many never expected to see in their lifetime and 
that was a milk strike. The farmer has always been considered a 
regular person who wasn’t going to try anything especially radical in 
order to meet his problems, | but these strikes involved some bitterness 
and some violence and it really shocked people. And the interesting 
thing was that some of the Michigan legislators went down to see 
what was going on and they found ‘that the people who were engaged 
in this strike were their own friends and neighbors. These were 
honest, God-fearing, church-going people who had just been pushed 
beyond the limit of endurance by having their income reduced year 
after year and they finally had gotten to the point where they said, 
“Well, we are going to try this. “This seems to be the last thing down 
the line and if we can’t go with this, we are all through.” 

So it is not only the statistics but this evidence of extending the 
human spirit and endurance beyond human capacities, that indicates 
to me that the farmer’s plight today is one which we must consider 
most seriously and we fail to do it at our peril. I certainly hope that 
the Congress and that our State legislatures are going to take the 
kind of actions necessary to help the farmer. 

That is the reason why I protest so strongly against the veto of the 
effort in the Congress to find some method of stabilizing farm prices 
until a final solution can be found. 

Mr. Brown. I remember a former member of this committee stated 
on the floor of the House, regarding a bill to help the cotton farmer of 
the South, “I want to help you fellows down there so they will have 
money enough to buy automobiles in Michigan.” 

Governor WitutAMs. I think there are some people interested in 
the cotton farmer who have been talking about using something like 
the Brannan plan for cotton. While I am not here today as a special 
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advocate for the Brannan plan, I do have this feeling that our open- 

market program hasn’t worked too successfully and we are compelled 

in as scientific a manner as possible to probe all programs until we 
‘an find one that is going to be successful. 

I refer to the wool program which has been so eminently successful, 
which utilized the Brannan principle and I think we can branch out 
a little and try it in 1 or 2 other areas. If it worked well for cotton, 
then this would be something which would encourage us to look 
further. If it doesn’t why then we are going to have to use our in- 
genuity to come up with another program, but we can’t just drift and 
stagnate. We have got to use our brains to find out something to help 
our situation. 

Mr. Brown. Thank you, Governor. 

The Cuarrman. Mr. McDonough. 

Mr. McDonoven. Governor, I appreciate your statement. With 
reference to a few of your statements, I find that you are complaining 
about not having enough labor in your State to meet your require- 
ments; when you had some 200,000 unemployed, you h: id to go out of 
the State to find people to fill jobs. 

Does the State of Michigan have any industry training program of 
its own? 

Governor WiiiiaMs. Yes, sir. For example, the missile industry 
which has had some new contracts, they have had to train special 
skills. I have talked to the leaders in the Chrysler Co. and they have 
much on-the-job training. We do have some special schools but we 
just don’t have enough. 

Mr. McDonoven. What was the unemployment total in the State 
of Michigan during the peak of employment in this country in 1957 
when we had some 67 million employed ? 

Governor WriuiAMs. I would hesitate to state that exactly, but I 
would gather it was something under 100,000, sir. 

Mr. McDonoven. What is it today / 

Governor Witu1aMs. It is 450,000. 

Mr. McDonoven. It is about the national average as far as unem- 
ployment is concerned, with the reduction of the total employment 
load. Some 63 million today as against 67 million, and you are up 
about 300,000 then, is that right? 

Governor Witu1AMs. I would say roughly, sir. 

Mr. McDonoven. Now, in reference to your unemployment in- 
surance program in the State of Michigan, what is your total unem 
ployment insurance—what is the total that an unemployed man can 
obtain in number of weeks? 

Governor Witu1Ams. The most he can get is 26 weeks, depending 
upon the number of weeks in which he was employed. 

Mr. McDonoven. Do you know how many who are unemployed 
have exhausted their unemploy ment insurance 

Governor Wru1AMs. The figure I gave in my testimony was that 
by the end of May it would be 79 000. I think it is around 40,000 at 
the present moment, this year, so far. 

If I recall correctly, the estimates, depending upon the sale of 
automobiles, would be that this year, we will end up with either one 
hundred ninety or one hundred forty or fifty thousand who will have 
exhausted their benefits. 
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Mr. McDonouau. Do you think that the legislation pending before 
the Congress on unemployment insurance subsidies should be on a 
loan or a grant basis, without obligation to repay ? 

Governor Wiiu1AMs. In my testimony, sir, I indicated that I think 
it should be on a grant basis, and I would like to expand on that. 

The Federal Government sometime back took several hundreds of 
millions of dollars that had been paid by taxpayers on unemployment 

compensation tax and covered it into the general fund. 

Well, there is no such thing as a moral obligati ion here, of course, but 
I think that this money roughly would correspond to the amount of 
money needed to put into effect the Mills and McCormack bills at 
this time, and so I feel that the Federal Government should make it 
as a grant rather than asa loan. 

In any event, I think a loan might involve some complicated prob- 
lems in some States. I think the administration bill seeks to avoid 
that, but I still think a grant is better for the reason I first gave. 

Mr. McDonoven. The total number unemployed in the State of 
Michigan, of that, how many are automobile workers or subsidiaries 
to automobile manufacturing / 

Governor Wiiutams. | haven’t seen a recent breakdown of that. 
The automobile worker is about 25 percent of all those who are em- 
ployed. I would imagine that the unemployment in this particular 
branch is a little higher so I would imagine it would run from a third 
to a half. 

Mr. McDonoven. Do you think that the repeal of a part or the 
whole excise tax on automobiles would stimulate the automobile sales 
and manufacture ¢ 

Governor WituiAms. I feel that it would, sir, and I know that the 
people in the industry have indicated that and they should be better 
judges. 

Mr. McDonoven. Do you think the industry has produced too 
many automobiles ¢ 

Governor WititiAMs Well, if you mean too many automobiles for 
present sales, I would hesitate to interpose my judgment above those 
of the people who are building, but I do feel that in comparison to 
the actual needs of people I don’t think that they have. I think oo 
this country probably can consume 6 million automobiles a year on 
the average because I think that the rate of obsolescence woul run 
fair ly c lose to that. 

Mr. McDonovcn. Do you think we should produce a cheaper- 
priced automobile than we are, for the medium-priced car ? 

Governor WititAms. This depends, sir. 

Mr. McDonoveu. I don’t mean cheaper quality, I mean lower cost. 

Governor Wiiu1aMs. I understand. I think this depends on what 
you are getting at. If you are getting at the long-range problem, I 
feel that a cheaper automobile cert: ainly is in the cards and perhaps 
even a smaller automobile, as the Rambler sales indicate. 

But you know there is one curious anomoly in our — nt situation. 
They are selling the high-priced automobiles like Cadillacs and Im- 
perials in great shape today, and the Ford Thunderbird, they just 
can’t keep up with orders. So we have a situation which I think 
goes back to what Chairman Spence was talking about, that it is the 
underpinning of our economy, the average worker, the small-business 
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man, it is the little fellow who is having a hard time and, strangely 
enough, there seem to be classes in our society—I hate to use that 
name—segments, economic segments, who still seem to have enough 
money to ‘buy the things they need, but that the great majority of the 
people are hard up and str: apped. 

The CHamman. Mr. Multer. 

Mr. Motrer. Thank you, Mr. Chairman. 

Governor, you have made a very fine, comprehensive statement. 

Governor WituraMs. Thank you, sir. 

Mr. Moutrer. And your suggestions should prove very valuable to 
this committee. 

I suspect in the questions addressed to you by the ranking minority 
member of this committee, that we have an indication of Republican 
policy, which is, this $2 billion isn’t enough, let’s forget about it, it 
‘an’t do the job. I think you wili agree if $2 billion isn’t enough, we 
can afford to make it 5, 6, even 10 billion dollars—that is, the Fed- 
eral Government can. With a $280 billion debt limit, certainly we 
can afford to borrow a little more to help the States and the munici- 
palities that need help. 

Governor Wiiu1aMs. I would certainly agree with you, sir, that we 
are not in a situation where we can stick our head in the sand. 

There is just as much being done for the defense of our country in 
this committee as in the Foreign Relations Committee, because I 
think by and large the world looks to the health of our economy with 
as much interest as how many atomic bombs or satellites we may 
have. 

[ certainly think that one of the very best testaments for the free 
enterprise system is full employment and prosperity, and I think that 
we ought to be able to invest just as many billions in that as we are 
willing to invest in military hardware. 

I certainly think that the destiny of our country is secure as long 
as we have people with vision who are not afraid to tackle bold pro- 
grams. I think that we have got to have our sights set high and not 
be deterred by problems because that is what we are here for, to solve 
those problems. 

Mr. Mutter. If, as the Secretary of the Treasury announced last 
week, we may have an $8 billion deficit, isn’t it better to have that 
$8 billion deficit result not from a loss of taxes but from a use of the 
$8 billion which will go into effective work projects, and I mean not 
make-money projects, but projects that the country needs which in 
turn will produce revenue and at the same time put people to work 
whose earnings will be taxable? 

If we must make a choice as to where the $8 billion deficit will 
come from, isn’t it better to put the money to work ¢ 

Governor Wits. I can’t agree with you more. Of course, as 
I understand many of these bills, this is not giving the money away, 
much of this is in the way of investment loans which will eventually 
be paid back and I can’t think of any better investment than the 
future of America. 

Mr. Motrer. You are quite right, Governor, and a complete an- 
swer to the question you were asked—inferring these loans were 
going to take money out of the private lending market is found on 
page 3 of the bill which you referred to, the Spence bill, where it says 
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in so many words that no financial assistance shall be extended under 
this section unless the financial assistance applied for is not otherwise 
available from private sources. 

So first you must seek it from the private sources and if you can’t 
get it then the Government is to step in and lend it. 

There is nothing wrong with that and there is no interference with 
the private enterprise system in that philosophy, am I right? 

Governor Wiuur1AMs. I think you are 100 percent right, ‘and what is 
more in conversations with the Small Business Administration in 
Michigan, we discovered that a little pioneering by the Government 
often also helps private enterprise because they go in and make these 
loans and once they get the loans made, then private industry, or the 
banks, as the case may be, are generally pretty happy to buy these 
loans, but it has taken the Small Business Administration to pioneer 
and get in and get things going. 

Mr. Mutter. You are absolutely right. Not only does it encour- 
age the banks and private lenders to get in, but as a matter of fact 
the Small Business Administration today is selling its loans to these 
banks without recourse, the same banks who wouldn’t make the loans 
in the first instance. 

Now, one other thing while we are on the subject of lending: I 
am sure you have seen the figures which indicate that since 1951, 
dividends have gone up by about 36 percent in this country and in- 
terest income on money lent has gone up by about. 60 percent. 

Now, in your State and the other States when you borrow money 
you borrow it by issuing bonds, the interest on which is tax- exempt. 
When the United States Government borrows money, the interest is 
not tax-exempt. I think it would be a good thing and no harm to 
the private lenders to allow you, instead of issuing tax-exempt 
bonds—to borrow that money at the same rate of interest the Federal 
Government must. pay and it would serve a dual purpose. The 
money will be made available to you and your State and other States 
at a lower interest rate and at the same time, that interest will be 
taxable by the Federal Government instead of being tax-exempt as 
it is now. 

I feel it will do a good job for the country without unduly hurting 
the private lending interests of the country. 

Governor Wiu1aMs. I think you have made a very interesting 
point and while I don’t have the statistics available, the high in- 
creases that you have noted for dividend income contrasts very in- 
terestingly with the increase in wage income. It has been, I think, 
almost double, and I think this is another one of our great. problems, 
that during the last 5 years the redistribution of wealth -has been 
against an equal division and I think this has been one of the things 
that has tended to dampen purchasing. 

The CoarrmMan. Mr. Mumma. 

Mr. Mumma. Governor Williams, I am sort of disturbed about the 
statements that have been made here yesterday and today about this 
comparing of the Russian steel industry with the American steel 
industry. The Russian steel industry is up quite a bit but don’t you 
think the period of development in which Russia is now engaged com- 
pares to ours 75 or 100 years ago? To keep these steel mills busy you 
wouldn’t suggest building another transcontinental railway, would 
you? 
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In my community we are out of work, we have Bethlehem Steel there, 
and they have a rail mill that hasn’t rolled a rail for a couple of years. 
Splice bars, bolts and tie plates. 

Now, Russia is using a lot of that kind of material. 

Governor Wiu1AMs. Well, it is very difficult, as you know far better 
than I, when you get into the steel industry, to talk about tonnage in 
general because there are all kinds of steel, specific kinds of steel that 
may or may not be in utilization at a particular moment. 

The statement that I made on Russia’s steel production as compared 
with ours was not relative to the rate of increase but rather-—— 

Mr. Mumma. That it was working. That is what you brought out, 
wasn’t it ? 

Governor Wiii1AMs. I brought out today that ours is not working, 
that it is down to about 50 percent and as a consequence, the Russians, 
who were working, were producing right now almost as much. as we are 

Mr. Mum™a. That is right. 

Governor WitxtaMs. I would like to address myself to the point that 
you made—you asked the question whether we should be building more 
railroads. 

Well, this I am not competent to testify on but I do know that there 
are plenty of other uses for steel. In building our roads we will use 
plenty of steel and in building the buildings that ought to be built. 

Mr. Mumma. There isa minimum amount of steel used in road rein- 
forcing. There are some bridges and they are mostly concrete. 

Governor Wituiams. There are many bridges. We are still using 
steel. 

I think many of the public buildings and private commercial build- 
ings employ steel. 

I think that if our economy was moving the way it well might 
through building the kind of future we should have that we could use 
all of the steel that was coming out, at full production. 

Mr. Mumma. Well, there isa point there but I do not think we should 
depreciate our industry, making believe that the Russians have been 
so far ahead of us. 

One reason why Russia is ahead of us is that it was American brains 
that designed most of that. 

You take in Cleveland, Ohio, the Arthur C. Magee Co., years ago 
they were designing blast furnaces over there that Russia is using 
now. 

Now, there is another point that I would like to make: In this quick 
starting of these projects, you criticize the President for vetoing the 
rivers and harbors bill. 

Do you know one of the main reasons why he vetoed that? He had 
a definite reason for vetoing that bill. Twenty-four of those pro- 
jects had never been examined or gone into at all by the Corps of 
Engineers or the committee that had to go through that. They were 
just added on, as I might say, to make votes in the particular dis- 
trict of the Congressman who was interested in them. 

Now, it is hard to get a project started even if it is the best. If it 
was Hill-Burton—is Michigan penalized any by the fact that the 
actual plans weren’t ready for that or the money wasn’t definitely in 
the bank for it? We were in Pennsylvania, I know. That is one of 
the stipulations of the Hill-Burton money, that you have to be ready 
to goright away. 
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Now the particular losses at home, their programs were held up by 
the Korean war coming on. But we had money and the plans to go 
right ahead and we took advantage of it. 

“Another thing in your statement here about all these projects that 
are ready to go ahead, being in the construction business I find and 
have known for years that engineers or architects don’t make final 
working drawings of a project until everything is arrived at and goes 
ahead because there are too ms iny changes. They will make an over- 
all plan or something like that. 

I wonder how many of your projects are in that shape. I know 
we have in Pennsylvania a lot of them. 

Governor Wi.iAMs. Sir, you have asked me several questions and 
I would like to address myself to all of them. 

Let me say I certainly didn’t intend to depreciate our American 
industry. I merely regret that we haven’t given it an opportunity to 
go out full force, and I feel that we in America would be exc eedingly 
foolish if we didn’t view the threat of Soviet capacity as one of real 
importance to all of us. As far as I have been able to find out, the 
present Soviet Government has in no way renounced its ultimate aims 
of world communism. Khruschchev has said he intends to bury us. 
I think our problem is to see that we have just as strong an economy 
as we possibly can, so I want to see steel going full force and Iam quite 
confident the people in your community want it too. 

Now, let me take up the point of—— 

The Cuarrman. Mr. Addonizio— 

Governor Wituitams. If I may I would like to continue to answer 
this question. 

The CHatrman. Proceed with your answer and complete it. I 
did not mean to interrupt: vou. 

Governor Wiitams. Thank you very much, Mr. Chairman. 

The point was made that the President had a reason in vetoing the 
rivers and harbors bill. 

Well, he may have found some projects such as you mentioned. 
This I am not competent to testify on. 

Mr. Mumma. I was speaking ‘with a member of the Public Works 
Committee last night and he is the one who gave me that statement. 
There were 24 of those projects. 

Governor Wiii1AMs. I certainly wouldn’t contradict that, but I 
do think it is unfortunate to cut off your nose to spit your face 
because I want to tell you of three projects we have in Michigan, 
one of them is in Congressman Chamberlain’s district, or right 
next to it, the Saginaw flood-control project, and then the Grand 
River flood-control project and we’ve got one in Kalamazoo. 

Now, these are projects that are not Johnny-come-latelys. We 
have been working on these for a good many years. I imagine that 

the file over the Corps of Engineers on these is a pretty thick one 
and I certainly think it is most unfortunate that we are going to have 
to suffer because the President thought he would teach somebody 
a lesson and that he didn’t have enough confidence in the future 
of America to go and build these projects. 

Mr. Mumma. I don’t think that was involved. 

The point is that President Eisenhower has been trying to get 
legislation which will enable him to veto parts of a bill, an appro- 
priation bill. 
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Now, don’t you think your situation is in that shape? If he had 
had that privilege he wouldn’t have any excuse for vetoing this bill. 

Governor WiuiaMs. I would agree with that, but I ‘still don’t 
think he has any excuse. We badly need these projects and I have 
just come back from the west coast and they badly need theirs. I 
certainly hope that the Congress will see fit to override this par- 
ticular veto. I think it is one that isn’t in the best interests of our 
country at this time. 

The Cuatrman. Mr. Addonizio 

Mr. Apponizio. 1 want to join with Congressman Multer in say- 
ing that I think you have made a very fine and comprehensive state- 
ment, and I congratulate you. 

Governor Witu1aMs. Thank you. 

Mr. Apponizio. I don’t want to inject myself into this dis- 
cussion that you and Congressman Mumma were having, but I 
think it is well to point out this argument falls to the ground on 
the face of it when you and I both know that the President of the 
United States can impound funds any time he wants. Now those 
projects that Congressman Mumma spoke about that have never 
been approved by the Corps of Army Engineers. Certainly funds 
for those projects could have been impounded. It has been done 
on numerous other occasions, particularly in the housing field. 

Mr. Mcumm™a. Mr. Chairman, will you yield a minute? 

Mr. Appontzto. Yes. 

Mr. Mumma. I would like unanimous consent to put a copy of that 
veto message in the record immediately following our discussion. 

Mr. Moutrer. Together with a notation of each time the President 
impounded authorized funds. 

Mr. Mumma. You can make that motion if you want. 

Mr. Apponizio. Mr. Chairman, is this coming out of my time? 

The Cuamman. You yielded. 

Mr. Appontzio. I yielded to Mr. Mumma. 

Mr. Mumma. Thank you very much. 

(The veto message referred to follows :) 

THE WHITE HOUSE, 
To the Senate of the United States: 

I return herewith, without my approval, S. 497. The bill would properly 
authorize needed appropriations of over $800 million for 14 previously author- 
ized river basin plans on which legal limitations on appropriations were 
imposed in earlier legislation. The bill would also authorize future appropri- 
ations for 140 new water-resources development projects or project modifica- 
tions estimated to cost nearly $900 million. Many of these are sound projects 
which will make important contributions to our national wealth, but others 
are not justified for reasons I shall detail. 

It is with real regret that I have found it necessary for the second time 
in 2 years and for many of the same reasons to disapprove omnibus legislation 
authorizing appropriations for rivers and harbors and flood-control improve- 
ments. 

The Congress in enacting S. 497 has in many instances disregarded the care- 
ful study and considered judgments of the professional services and other 
executive agencies concerned. The bill would authorize 28 new projects or 
project modifications estimated to cost about $350 million under terms which 
I cannot approve without destroying some of the most important governmental 
policies in the field of water-resources development. The bill has other un- 
acceptable provisions. In particular I believe that the bill is defective for 
the following reasons : i 

1. It would authorize 14 projects, estimated to cost about $168 million, 
on which the local participation provided for in the bill does not adequately 
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reflect the substantial local benefits which would result. It would also 
reduce the cost sharing required for one other previously authorized 
project. I believe a sound national policy requires that a comparable 
measure of responsibility for projects where there are identifiable bene- 
ficiaries must remain at the State and local level. I also believe, as I 
stated in August of 1956 in my disapproval of legislation similar to 
S. 497, that authorization of water-resource projects on the terms provided 
for in the bill would result in the loss of the best test yet devised for 
insuring that a project is sound—the willingness of local people to invest 
their own money in a joint enterprise with the Federal Government. 

2. It would authorize 4 projects estimated to cost over $27 million on 
which adequate reports have not yet been submitted to the Congress under 
legally established procedures. It is, therefore, not possible to determine 
whether their authorization would be in the public interest. 

3. It would authorize 3 projects estimated to cost about $115 million 
which the reports of the Chief of Engineers show have no economic 
justification. 

I cannot overstate my opposition to this kind of waste of public funds. 

t. It would authorize the reimbursement of local interest for work ac- 
complished by them in their own behalf prior to authorization of a Federal 
project, on the grounds that the work is similar to that undertaken else- 
where by the Federal Government. I consider it quite inequitable to pro- 
vide for this kind of reimbursement when local communities all over the 
country are investing their money in public works projects which are 

similar to many kinds of Federal projects. 

5. It would authorize a new small-boat harbor in spite of the fact that 
adequate harbors are located nearby and the likelihood that local interests 
cannot meet the cost sharing requirements recommended by the Chief of 
Engineers. 

6. It would authorize as costs to Oahe and Fort Randall Reservoirs 
five payments for damages alleged to have been suffered from construc- 
tion of those reservoirs in South Dakota. In three of these cases the 
executive branch has determined that there is no legal liability and the 
Congress has previously accepted this determination. In one of the 
other two cases there appears to be no merit to the claim, and in the final 
case it may be possible to adjust the claim administratively. 

7. It would authorize, in reservoir projects of the Corps of Engineers 
and the Bureau of Reclamation, the inclusion without reimbursement of 
water storage for increasing the flow in times of low water, even though 
the beneficiaries of such works may be clearly identifiable. It would also 
authorize the inclusion of municipal and industrial waiter supply storage 
in such projects without providing adequate standards fir payment of an 
appropriate share of the basic costs by local interests. in addition, there 
has been insufficient exploration of the complex legal implications of these 
ambiguous provisions as affecting water rights. It is my firm conviction 
that such important substantive changes affecting water resources policy 
and costs should be made, if at all, only after full, independent considera- 
tion not related to an omnibus authorization bill. The Secretary of the 
Army has previously made suggestions for acceptable legislation on this 
subject. 

8. It contains a provision that, contrary to a time-honored principle, is 
intended to affect the conduct of litigation now pending in a Federal court. 

In addition, the bill would authorize 3 projects estimated to cost about $38 
million, representing the first proposals for a broad new Federal program of 
hurricane flood protection in tidal waters, without adequate consideration of 
the level of local participation in the cost of such a program. These three 
are sound, worthwhile projects, and I believe that the Federal Government has 
a responsibility to assist State and local communities in such a program of 
local protection against floods resulting from hurricanes. I have therefore, 
requested the Secretary of the Army to submit to me at the earliest practicable 
date his recommendations for an appropriate division of responsibilities between 
the Federal Government and the affected State and local governments for such 
a program. I shall then be prepared to recommend to the Congress the enact- 
ment of legislation on this subject. 

The argument has been advanced that S. 497 is needed for the stimulus to 
the economy which would result from starting the projects it would authorize. 
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I would point out that significant steps have already been taken to accelerate 
Federal construction activities. Should it be found desirable to increase these 
activities further, appropriations will be recommended for projects capable of 
being started quickly. 

At the present time there is a backlog of public works projects estimated 
to cost nearly $5 billion. With a few minor exceptions, it would be many 
months, even years in the case of larger projects, before the necessary plans 
could be completed and actual construction started on the new projects which 
this bill would authorize. 

I believe that the experience of the last three years suggests that the author 
ization of water resources development projects might better be handled by a 
divided approach to the problem. Projects favorably reported on by the Chief 
of Engineers, and to which the executive branch has no objection, could be 
included in one bill. The authorization of other projects, not meeting either 
of the above criteria, could then be proposed in separate bills, one for each 
such project. This approach would, I believe, provide a better opportunity 
for the kind of careful review by the Congress and the executive branch which 
should be given to matters of such importance to the people of this Nation. 

Meanwhile, I recommend that the Congress act quickly to provide increased 
monetary authorizations for the river basins where 1958 and 1959 fund require 
ments for projects now under construction will exceed present statutory limits. 
This can be accomplished by enactment of legislation submitted to the Congress 
in January by the Secretary of the Army. 

DwWiGHt D. EISENHOWER. 

Tue WHITE House, April 15, 1958. 

Mr. Apponizio. Governor, some people think we can make the re 
cession go away by proclaiming loudly that it doesn’t exist or that it 
is overexaggerated. This has been labeled by some people as the 
jawbone technique, or prosperity by preac ‘hing. Do you agree with 
this school of thought ? 

Governor Wituiams. No; I would prefer to go to the Biblical refer- 
ence that you have faith and works and that you show your faith by 
your works. 

I think all this talk about confidence, when it is limited to talk, is of 
no worth whatsoever. I think, in fact, it has a reverse effect, because 
people wonder why these other people are getting up and talking and 
why they aren’t rolling up their sleeves. 

The things that are going to show confidence, as I have tried to show, 
are trying to give people jobs, and I think public works will do that, 
and it is only by the consumer workers and farmers saying that their 
neighbors are having jobs, that is going to loosen up their purse strings 
to go out and purchase. And so I think that you make a very excel 
lent point, sir. 

Mr. Apponiz1o. The fact remains that the problem is real; we must 
face it; we must do something about it. 

Governor WiiuiaMs. The thing that worries me, sir, is that when 
you make this mention about “jawbone” that the people who are 
making it are stealing from the wrong animal because, as I remember 
the jawbone, it was from our party’s emblem, and I think they ought 
to use the tusk of the elephant and employ it at the right place to 
get some action. 

Mr. Apponiz1o. Now, Governor, I would like to refer vou to page 4 
of your statement, in which you are talking about the community 
facilities loan program, and I believe in the third paragraph from the 


bottom you say that: 


I believe that the interest rate for those loans that may be charged under the 
Senate program is excessive and should be kept to a much lower maximum. 
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Now, as I understand the situation, the Senate enacted a bill that 
calls for a 3.5-percent interest rate. The chairman of our committee 
has introduced a bill which calls for a 3-percent interest rate. Con- 
gressman Rains and I and some other members of the committee have 
introduced a bill which calls for a ‘ 2-percent interest rate. 

Now, the reason for our doing this is that we feel that, under the 
2-percent interest rate, the communities would be able to take advant- 
age of this program and thereby put people to work. Do you agree 
with that ? 

Governor WiiuraMs. Yes, sir. I have in my testimony that this 2 
percent is the interest rate I would like to hang my hat on. I am sure 
this would be very helpful, and I talked this over with Mayor Miriani, 
of Detroit, and he, too, is interested in the interest rate of 24% percent. 
He thinks he can go to work on that. The other, while it would be 
helpful, would be a little costly in the long run, and we are also inter- 
ested in the term of years, as well as the rate. If you have a 50-year, 
or 40-year loan, with interest as high as 34% percent, that begins to get 
somewhat burdensome. 

Mr. Apponizio. I believe you also mentioned in your remarks 
something about the vocational training program. 

Governor Witiiams. Yes, sir; I did. 

Mr. Apponizio. ‘That contenplated by the so-called area-redevelop- 
ment bill ? 

Governor Wit.iAMs. Yes, sir. 

Mr. Apponizio. As I understand that bill, it provides a period of 
13 weeks to retain a worker. Do you feel that that is sufficient time, 
or would you like to see a much longer " riod ? 

Governor Wi1aMs. Well, we have tried to do some experimenting 
in our State, and the 13 weeks is fairly short. For the kind of train- 
ing they ought to have, a much longer period is required. Thirteen 
weeks would be a good start, but it wouldn’t be enough. 

Mr. Apponizio. Thank you, Mr. Chairman. No further questions. 

The Cramman. Mr. Hiestand. 

Mr. Hresranp. Governor, I wish to compliment you on your plug 
for the elimination of the excise tax on automobiles. I take it there 
are some other excise taxes you would like to see also eliminated in 
the interests of recovery. 

Governor WituiaMs. I would agree with that, sir. Of course, I 
have a particular interest, and I harped on that one. I would 
along with you. 

Mr. Hiestranp. Apropos of dealing with some of the causes of the 
present recession, I have taken the position that we have, funda- 
mentally, a tax structure which may be regarded as punitive to some 
degree. We were going to punish people who were going to buy 
automobiles and other luxuries and we were going to pen: alize suce ess, 
rather than encouraging it, to expand and make more jobs. Doesn’t 
the fundamental principle of punitive taxation, as against incentive 
taxation, concern you some? Would you rather see a principle of 
incentive taxation substituted ? 

Governor Wiiu1AMs. Well, sir, I think that it is a little difficult for 
me to agree, in general, with you, because what one person thinks 
is punitive taxation another person thinks is ordinary taxation. But 
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I would say this, that I think that certain of the excise taxes cer- 
tainly are retarding further commerce and industry. 

Mr. Hiestanp. On that I agree. 

Governor Wituiams. I think that we ought to review our whole 
tax structure, because I think that some of the rates are unduly high, 
and I think that by plugging some of the loopholes we would be able 
to accomplish the same net results in getting revenue. 

Mr. Hiestanp. I am sure you would be interested in a bill that I 
introduced the day before the Easter recess, which would provide for 
automotive equipment used in business, purchased during the year 
1958, to be subject to a 2-year amortization. You would approve 
suc "hy a thing, would you? 

Governor Wiiu1AMs. It sounds as though it is moving in the right 
direction. 

Mr. Hresranp. Wouldn’t that be a shot in the arm for the auto 
motive industry ? 

Governor WiiuraMs. Well, I think the thing that will really be 
a shot in the arm for the automobile industry, sir, is sales. Their 
profits were all right last year, and I think that the things that would 
tend to reduce the cost to the ultimate consumer so that they can sell 
more units—— 

Mr. Hresranp. Well, rapid amortization in that case would, it 
would seem, if purchased in 1958. 

Governor WituiaMs. Well, I think it might, sir, but I would rather 
sit down and take a pencil—— 

Mr. Hresranp. I realize that taxation is not within the purview of 
this committee. However, there was an impression I gathered— 
maybe I didn’t listen carefully enough—that you might bei in favor 
of, or opposed to, perhaps, the general income—the personal income- 
tax reduction. What is your position 4 

Governor Wiiuiams. My position on that, sir, is not that I am 
opposed to it, but that I feel getting jobs is what we need to get over 
the hump that we have here, this feeling of insecurity. And so I have 
placed public works much higher on the list than [ would a tax re- 
duction. I think a tax reduction might be helpful to complement 
a public-works program, but I certainly wouldn’t feel it was a good 
substitute. 

Mr. Hrestanp. We still have a personal income of about $343 bil- 
lion, and it would seem we could create more jobs with that, as a 
possibility, than around $70 billion worth of Se ‘Spending. 

Governor WILLIAMS. Might I just comment on that, I know 
there is very respectable authority on both sides of this i but 
I have the feeling that many of the people who are unemployed, of 
course, are not concerned about tax reduction, as far as they, them- 
selves, are concerned. 

Mr. Hrestanp. What they want is jobs. 

Governor Witi1ams. They want jobs. I think the tax-reduction 
program has many merits but I put it second in line. 

Now, I would like also to point out that when you use the words 
“general income-tax reduction” I don’t want to appear to go on record 
as not favoring a much higher reduction if one is going to be given 
for the smaller income people, because I go back to my stor y about 
the sales of Cadillacs and Imperials and T hunderbirds, those sales are 
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good, but the other sales are not so good. The people who need the 
encouragement are those down at the bottom of the income bracket. 

The Cuarrman. Mr. Bass. 

Mr. Bass. Pursuing the line of inquiry Congressman Hiestand just 
had with you, I gather that your position on income-tax reduction is 
that while public works spending is most important as an antireces- 
sion measure, you are also in favor of some kind of an income-tax 
reduction as a secondary antirecession measure, with more relief for 
lower income class groups? Is that a fair st: atement of your position ? 

Governor Witi1aMs. I have another feeling about this that I hadn’t 
brought out because 1 was trying to direct myself to another aspect 
of it. 

I have this feeling that jobs are so ultimately important that I think 
we ought to put all emphasis on that. 

Now, I hesitate to watch the Congress get too much into a tax- 
reduction program because there are certain forces in our country and 
there are some in the Congress who tend to balance programs with 
dollars, rather than provide dollars for programs. I think there 
are so many important social programs and other programs that I hate 
to see tax reductions envisaged unless they are really important. So 
] would put it down considerably on my list. 

Mr. Bass. Then, I gather you are not for an income-tax reduction 
at the present time ¢ 

Governor WitiiAms. I would reserve that to see how good a job 
can be done in public works. 

Now, if you are only going to have a piddling program of public 
works, why, then, this isn’t going to do the job . What I feel is, if the 
Congress is going to only figure that they’ve got so much wealth to 
deal with in these programs, either for tax reduction or for public 
works, if that amount is only a small one, they better put it all into 
public works. 

Mr. Bass. I see. 

Well, now, Governor, where I come from, which is New Hampshire, 
I find that the people who have written and talked with me about 
this recession are much more concerned about high prices, the high 
cost of living, and inflation. 

[ have listened with a great deal of interest to your suggested pro- 
gram favoring an expanded public works program; also favoring the 
rivers and harbors bill and the community facilities bill. I gather 
from your statement you also feel that we should at least maintain 
if not increase agric ultural subsidiés. 

This is all very well, but the larger the Federal deficit the more 
inflationary that is. In other words, ‘if you go into huge deficit spend- 
ing, that decreases the purchasing value of the dollar and it causes 
inflation. 

Don’t you think that this problem of inflation is also a very serious 
one, that we should take that into consideration in passing judgment 
on these measures ¢ 

Governor WittiaMs. I think we should but I think you left out one 
factor here, that one of the other Congressmen raised and that is that 
if by proper investment of public funds we can increase business, 
increase the gross national product, then our revenues are going to 
be correspondingly greater and we are not going to have as much of an 
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inflationary pressure as you mention. I think that we have to consider 
this factor, too. 

In other words, we ought to encourage the growth of our economy 
and the growth of the economy I think will handle inflation as well 
as some of these other measures. 

Mr. Bass. I appreciate that point and I think that you are right to 
a limited extent. But, as has already been mentioned, we are faced 
with a $8 billion deficit even on the present level of scala and if 
we increase it to $16 or $20 billion, we can print and spend the money 
all right, but if we go overboard on that, I see real trouble as far as 
spiraling inflation is concerned and further decreasing the purchasing 
value of the dollar. This hits very hard the people in the lower income 
class groups, particularly widows and elderly people who are retired 
and live on fixed incomes. 

Governor Wu1aMs. I think if people are completely unemployed 
as they are now, ultimately the wealth of the Nation is not figured in 
money, it is figured in what you are able to produce. What your 
economy is going to turn out. And if we don’t encourage getting 
people back to work, we are ultimately reducing the wealth as well 
as the strength of our country. 

The Cuarrman. Mrs. Sullivan—— 

Mrs. Sunzivan. Governor, I regret an obligation on another com- 
mittee prevented my being here for your entire testimony, but from 
the questions that you have been answering and the testimony I have 
heard since I have come, I have been very impressed with your feeling 
and your knowledge of the subject before us. Our time is running out 
and since your testimony has been so complete, I will withhold my 
questions. 

So, Mr. Chairman, I yield back the rest of my time. 

The Cuarrman. Mr. Henderson—— 

Mr. Henperson. Governor, a great number of letters that I receive 
and a great number of people with whom I have talked express the 
opinion that the cost of our Government is already too great and 
that it should be reduced. Now, they would hardly agree with the 
statement that you have made to us today. 

Governor Wituiams. Doyou say they would heartily or hardly ? 

Mr. Henverson. Hardly. Because certainly there is nothing in 
your statement that would give them comfort, as far as reducing the 
cost of their Government to them is concerned. 

Governor WiiuiaMs. Well, I don’t agree with that, sir. As I was 
trying to take up with Mr. Bass, if we can get our economy moving 
forward, we are going to produce revenues without additional tax 
rates, because people are more prosperous and our taxes are based on 
that. 

Now, certainly, unemployed men, idle factories do not produce 
wealth and I think that the real cost to people is this failure to have 
the economy moving. SoIsay that this is a form of investment when 
we get these things moving and that Government is much more costly 
which doesn’t do things for people. 

In other words, it is a lot cheaper to have a fire engine than not to 
have a fire engine. 

Mr. Henverson. Well, Governor, there are also a great many people, 
and I am one of them, who feel that the Federal Government probably 
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has entered into a great number of fields that it never should have 
entered into and that some of the things that you have mentioned here 
today, some of the other activities of Government would be better 
left to the States to do. 

Governor Witi1AMs,. I would like to take that up, sir, because I run 
into people like you in the State legislature who say this is a Federal 
project. And between the two of you, you whipsaw us in such a way 
that we don’t get anything done, and I really mean this. 

And I agree with you, and I speak as a Governor, that the States 
ought to be doing a lot of these things, but they just aren't. I go 
back to Adlai Stevenson. Hes says we should not only talk about States 
rights, but States wrongs. The States have just failed to do this for 
a number of reasons and one of which is, of course, that the power of 
the Federal income tax is so great that no State can compete with it. 
As a consequence, the local citizen, he doesn’t say, “I am a member of 
X State and the Federal Government is foreign territory.” When 
they can’t get our legislature to come forward with a program, they 
hightail it down to W ashington and if the Washington Government 
does it, they think that the government closes to them is not the State 
government, but the Washington Government which does something 
for them. 

So I agree with you 100 percent and I feel that our National Con- 
gress is going to have so many problems in foreign affairs and so on 
that should be occ upying its time, that it is too bad that this is hap- 
pening, but I don’t think you can let people be unemployed or left to 
starve and spend your time arguing a theory. That is what the 
people back home tell me, too. 

Mr. Henperson. T hank you, Governor. 

I have one further question that I would like to pursue just for a 
moment and that is the matter of vetoes in general. You mentioned 
the subject. 

Do you in Michigan have the right of veto as governor ¢ 

Governor WituiaMs. Yes, sir, and I think there is only one State in 
the Union that doesn’t. 

Mr. Henperson. Do you have the right of item veto? 

Grovernor WILLIAMs. Yes, sir. 

The CyatrmMan. Mr. Reuss. 

Mr. RKrvuss. Governor Williams, we are all very grateful to you for 
your very constructive statement this morning. I share the concern 
of my colleague from New Hampshire, Congressman Bass, about the 
prospect as reported by the administration that under = ‘present 
projection we are going to run a deficit in the next fiscal year, on the 
order of $8 billion if no steps are taken to change the ear. of the 
national economy. 

One of the reasons for my fears of deficits of that nature, of course, 
is that coupled with the administration’s policy of paying a higher 
interest rate on the national debt, this results in very damaging in- 
come transfers within our economy. 

Wouldn't you agree that the best way to not only cut down the 
deficit but even to attain a balanced budget and do what we ought to 
be doing under full employment—namely, paying off portions of the 
national debt—is to take vigorous action right now to restore full 
employment ¢ 
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Governor Wiiu1AMs. I certainly agree with you and I wish I could 
have expressed myself as well to Congressman Bass as you have. 

Mr. Revss. Isn’t your advice then to this committee essentially con- 
servative advice, that we need, in general, a balance between income 
and out go, at full levels of employment and production ? 

Governor Witi1aMs. I certainly couldn’t agree with you more, sir, 
and I think that the government, which is most economic, is the govern- 
ment which serves its people and I think in this case, by helping the 
private economy that we are going to do a lot more. We are not 
going to have to raise new taxes to get new revenue. The new reve- 
nues will be only a part of the wealth produced and a part of the in- 
come to the people. 

Mr. Reuss. My second question: The administration is saying that 
a principal antirecession measure is to have people buy more, and they 
cite the fact that savings bank deposits and other forms of savings 
have risen. 

Do you care to comment on that program? 

Governor WiLLIAMs. Congressman, I would like to remind you that 
you have told only half the story because while the administration 
has recently told us to buy, about 6 or 10 months ago they told the 
housewife not to buy. So at one and the same time they are telling 
us to buy and not to buy and that is the way to solve our present 
recession. 

I feel that this gets over into this policy of confidence. I think 
that buying would help but I don’t think until the people have a feel- 
ing of job security that they are going to get out and buy. Just 
telling them to buy is not going to solve it. 

Mr. Reuss. From your knowledge of the people who have partici- 
pated in the increase in bank savings and other forms of savings, are 
you confident that that increase has been generally distributed to 
people who most need and want to buy goods with their savings? 

Governor Wiii1aMs. No, most certainly not. I think the increase in 
wealth during the last 5 years has come to the people with dividends 
and interest coupons and I think this is one of the reasons our econ- 
omy is stagnant, that we have had maldistribution and as a conse- 
quence, many of the normal buying sources have been dried up. There 
was a great Michigan economist, Henry Ford, who produced this 
theory, that in order to have a mass market you have got to have 
high wages, widely distributed, and I think that the things he said 
are just as true tod: ay as they were when he uttered them 40 years ago. 

Mr. Revss. Forty years ago was in 1918. 

Governor WitxiiaMs. It was a little earlier than that. It was about 
1911 or 1912 when he produced the first $5 wage. 

Mr. Reuss. He ran for the Senate from Michigan, 40 years ago, as 
I recall. 

Governor Wirtit1ams. Just about that time. 

Mr. Reuss. What ticket was that on ? 

Governor Wiiu1AMs. I think he had the good judgment to pick our 
ticket, sir. 

Mr. Reuss. One more question on this notion of how do you move 
fastest toward creating jobs, by public works programs or by an in- 
come tax cut now in the lower income bracket. 
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If a dollar is spent for consumer goods, such as automobiles, tele- 
vision sets, or washing machines, does that dollar, in your opinion, 
have a greater multiplier effect or a lesser multiplier effect than a 
dollar spent on public capital goods such as sewage systems, water 
supplies, or schools? Is there any difference in the job-creating mul- 
tiplier potential of consumer dollars, as opposed to an investment 
dollar ? 

Governor Witiiams. Well, I think the point I would like to make— 
and I am not trying to dodge your question, but I just want to re- 
emphasize the point—I think that, while I hate to use the word 
“psychology” because this gets back to this talk of “confidence,” I want 
to use the word “security.” I think that which gives people job 
security, will loosen spending much more than anything else. 

Now, if the dollars in public works create jobs to a greater extent 
than a tax cut which is going to permit some purchases, if they have 
a feeling of security sufficient to permit them to spend it rather than 
to put it in the bank, I would say the one that gives the security is 
the one that is going to win out in producing a better ec onomy. 

Mr. Reuss. My thought on it that I would like to leave with you in 
conclusion is that either a dollar of consumer expenditure or a ‘dollar 
of capital investment has a considerable job-generating power and 
that they both have about the same job-generating power, and that 
we ought to consider which program can be put into effect most 
speedily. 

The Cramman. Mr. Chamberlain. 

Mr. CiaMpBertatn. Governor, again I want to thank you for being 
here. I am certain you have made a very valuable contribution to our 
committee. The fact that we don’t all agree all the while doesn’t 
disturb me because it is seldom that we always do here. 

I would like to at the outset say that I appreciate the comments 
that you have made here with reference to the excise tax on the auto- 
mobiles. For a time this morning I thought this might be the Ways 
and Means Committee, the way we were disposing of that issue. 

I should like to say that you should be proud to know there is com- 
pletely agreement as far as I can determine within the Michigan 
congressional delegation with respect to this issue. 

I know of no one who isn’t working very diligently to do all they 
can to see that this excise tax is removed on the automobiles. 

Governor, you mention that any increase in unemployment com- 
pensation benefits should be on a grant basis. You have made other 
recommendations to us with respect to antirecession moves and you 
have told us that we should take care of the ill child and not worry 
about the cost at the moment. 

I take it from that that you would advocate at the present time 
an increase in the national debt limit if it were necessary ? 

Governor WititaMs. Well, I think the testimony that I was giving 
is to the effect that if you gave medicine to the child, the child would 
become healthy and that the father would have the ability then to 
earn enough income to produce the revenues. I wasn’t trying to go 
tothe point of 

Mr. CHamper.ain. Well, if it becomes necessary, Governor, to take 
these measures that you have recommended, then you would advocate 
the increasing of the national debt limit, is that right? 
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Governor Wiui1ams. I wouldn’t advocate it but if it were neces- 
sary, I would certainly agree with it. 

Mr. Cuampernatn. Now, with respect to the unemployment bene- 
fits, you have talked about uniformity as far as extending them is 
concerned. 

When Mr. Truman was before our committee, and perhaps Govy- 
ernor Harriman and some of the other governors, they suggested 
more uniformity between the States with regard to the duration and 
amount of unemployme nt compensation benefits. 

Would you care to comment upon the desirability of such legisla- 
tion at the present time ? 

Governor Witu1aMs. Yes. I think in my testimony I also touched 
upon it. I think that the Kennedy bill, for example, which sets up 
minimum standards would be very he Ipful and I think that the stand- 
ards therein contained would be good minimum ones. 

When I spoke of uniformity, I was talking about a uniform dura- 
tion. That is, anybody who was unemployed would get the 26 weeks 
or 39 weeks, and not be dependent upon his earnings periods. I don’t 
think that the States all have to have the same number of weeks, but 
I think there should be a minimum Federal standard. 

Mr. Cuampertain. Thank you. 

Now, Governor, with reference to your statement, this feeling of 
insecurity that you refer to: I have made several visits back to Mich- 
igan so far this congressional session and I couldn’t agree with you 
more; that every time [ go home I sense this feeling of insecurity 
that is present. 

I would like to read to you a paragraph from a letter I addressed 
to Walter Reuther upon my return back in February: 

I can only conclude that one of the basic factors depressing our economy is 
the uncertainty that permeates the business atmosphere today. I have con- 
cluded, further, that one of the major causes of this uncertainty is the appre- 
hension relating to the coming contract negotiations in the automobile industry. 

In my opinion, there is probably no greater single thing that could dispel 
the gloom and fear of both labor and management alike than some assurance 
that current conditions would not be aggravated by a strike in this industry. 

Later on in my letter I urged that the present contracts as they 
now exist be extended for a 1-year period to get the automotive in- 
dustry back on the track. 

I would appreciate your comments on my suggestion to Mr. 
Reuther. 

Governor Wiiu1AMs. Did you also write a letter to Curtis and the 
others? 

Mr. CHambBerLArIn. Yes, I did. 

Governor Witu1aMs. And urge them not to lock the workers out? 

Mr. Cuampertain. I urged them to reevaluate their price struc- 
tures and to do everything they possibly could to get this industry 
going. 

Governor Wiiu1aMs. But you didn’t write them about job security ? 

Mr. CuHampertain. Job security ? 

Governor Wii11aMs. Well, what we are talking about here is job 
security and you wrote a letter to Walter Reuther saying “I hope you 
won't try and § get higher wages and disturb the economy,” and I am 
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Mr. Cuamperiarn. Let me ask you this: Do you feel under the 
circumstances right now higher wages are warranted when we can’t 
build and sell cars now ? 

Governor WixuiAms. One thing that I have been very careful of 
and I think that probably you would like to be too, and that is that 
governments shouldn’t interfere in these wage negotiations to tell 
them whether they should pay higher or lower wages. I think this 
is something under our free system ‘of American enterprise that should 
be negoti: ited by the bargaining parties. 

Mr. Crampertary. W ell, Governor, isn’t there interference right 
now when people are coming to W ashington asking the Federal Gov- 
ernment to pick up the tab for the unemployment that is being 
created in the industry ? 

Governor Witu1aMs. I don’t think that is trying to tell them what 
wages should be. 

Mr. CHAMBERLAIN. I wasn’t trying to tell them what wages to pay. 

Governor WittiAMs. You said that you thought they ought to con- 
tinue the present wage structure. 

Mr. Cuampertatn. Yes. As an emergency measure. Don’t we 
have an emergency now? You will agree to that, won’t you, in the 
State of Michigan, as far as unemployment i is concerned ? 

Governor Wiruiams. W ell, I think we have an emergency but I 
think there are certain rights that we as Americans think are very 
important and I don’t think that we want to give up our rights in 
these emergencies. I think there are other ways to handle it. 

Now let me say to you that I certainly hope that labor and industry 
can achieve an equitable solution to this problem. I hope that you 
and I both in our proper spheres will help to find the solution. 

The Cuatrman. Mrs. Griffiths. 

Mrs. Grirrirus. Thank you, Mr. Chairman. 

Governor, I want to tell you again how pleased I am that you are 
here to testify. Ithink you made an excellent analysis of the problem 
and yet you suggested a consistent solution and you were consistent 
under questioning. 

For the benefit of the rest of the committee I would like to say 
that when the Governor was new as Governor of Michigan, I was new 
in the legislature of that State. On the day appointed, the Governor 
presented an economic message in which he outlined the budget and 
presented a method for meeting it. It was the first time within the 
memory of living legislators that a Governor of Michigan had met 
this responsibility on the day appointed. And as if this and the 
tremendous scholastic background he brought to that governorship 
were not sufficient, I would like to tell you, too, one of the reasons 
perhaps why he has remained longer in that office than any other 
man. 

In the last campaign year, he ran against a most distinguished 
mayor of the city of Detroit, a Republican, my most distinguished 
constituent. One afternoon the mayor, who was an excellent cam- 
pi Ligne r, and I might say not really and truly appreciated sufficiently 
by the Republican Party, appeared in an out-State town and made 
a ti alk it was a Republican town and all the people came out to hear 
him and when he had finished his talk, the mayor of that town said 
to him, “Now, Mr. Cobo, if you are the Governor of Michigan, how 
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often can we expect to see you in our town?” Mr. Cobo said, “Well, 
gentlemen, I believe I can safely say I will be here twice a year.” 
The mayor said, “Sir, the present Gov ernor of Michigan has been 
in this town once a month for 8 years.” 

Governor, I would like to ask you now, because I have asked every 
other Governor who appeared here, I would like to ask you, how 
much unemployment in Michigan do you feel is traceable, if you can 
say, to automation, and could you give any step that the State has 
taken or that any locality has taken. or that industry has taken to 
try to solve this problem ? 

And I might say to you that we have yet to receive an answer, a 
true estimate—I mean most of the Governors have felt that they 
couldn’t exactly tell us, but if you have any idea I would be happy 
to hear it and I am sure the rest of the committee would, too. 

Governor Witu1aMs. Before I answer that directly, I can under- 
stand why Congressman Reuss campaigned so hard, so he can retain 
that seat between you and Mrs. Sullivan. 

The question which you have asked is a question which has con- 
cerned us in Michigan and we don’t have any direct answer to that, 
but we have set up a commission of management and labor. Mr. 
Cushman of the American Motors—he is the chairman of it—and 
they have been out making a survey, but they felt that, rather than 
come up with any half-baked answer, so to speak, that they would get 
at this thoroughly and they haven’t reported as yet. 

We do feel some of the unemployment is due to automation. Some 
of the best examples of automation in Michigan, of course, naturally 
occur in the automobile industry. I personally have gone through 
some of these plants and where automation has been effective, they 
have been able to do three times as much work, at least, as they had 
before. 

With the automobile sales not increasing correspondingly, this has 
made a difference in the automobile industry. I must say we in Michi- 
gan feel that in the long run automation is going to be helpful rather 
than harmful, just like any other labor saving device,but there is a 
transitional period we must be cone erned about to take care of the 
people who are in the period of transition. 

Now, you asked what we are doing about it. Well, this commission 
is the most important effort that we are making to try to find out what 
the problems are, so that we can apply a proper solution. 

Mrs. Grirrirus. Thank you very much. 

If the figures become available to you, I think the entire committee 
would be happy to have you make them available to the committee. 

While I was home at Easter a very clever young man came into my 
office and offered a suggestion for a cut in the excise tax, the auto excise 
tax, and I have a bill drawn up which incorporates his suggestion be- 
cause I think it is good. 

He suggested that in place of taking the auto excise tax off for a 
period of months, that it be removed until unemployment has reached 
2 million. The effect would be that fleet owners would buy at once, 
and I am sure they would, because for every 10 cars, the 11th would be 
literally free. 

The moment people saw the others going back to work, they would 
realize that if they were take advantage of this bargain in autos it 
would be necessary then for them to buy. 
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Governor Wiu1aMs. This sounds like a very good idea. You not 
only hold out the carrot, but you have the switch in back. 

Mrs. Grirrrrus. That is right. Thank you very much, Governor, 
and I want to thank you again “for coming here. 

The CuarrMan. Mr. Ashley. 

Mr. Asutey. Governor, I was most interested and appreciative of 
your prepared statement ‘and very interested especially because you 
are the Governor of the State where, in my view, the recession is cen- 
tered. ‘The automotive industry is very seriously down at the present 
time and according to the best figures that I can get there is some 10 
million American families that are directly or indirectly dependent 
upon the automotive industry for their livelihood. 

Now there has been reference to the wage situation in Detroit and 
while I agree with you that this is nothing that we are competent as 
Government officials to express ourselves on as such, I think that we 
can recognize and must recognize as Government officials that there is 
a relationship between wages, prices, and profits which is extremely 
important to the American people. 

1 would like your view as to whether you believe that there should 
be perhaps a thorough inquiry into the relationship between wages 
and prices and profits. 

We know, for example, that the prices of 1958 automobiles have 
gone up over 1957, and 1957 over 1956, despite the fact production and 
sales in those years have gone down. And this, of course, has given 
rise to the charge that we have administered prices in the automotive 
field as well as in steel and some of our other basic industries. 

I would like to know whether you would favor a thorough inquiry 
for the edification of the American public into the relationship be- 
tween wages, prices, and profits so that we can get an idea as to 
exactly what is the cause of inflation and what is the cause of our 
pricing system, what is actually, I believe, the cause of today’s re- 
cession. 

Governor WiiuiAms. Mr. Ashley, before I answer your question 
directly, I just want to comment on your use of the phrase that Mich- 
igan is the place where the recession is centered. I trust that you 
mean we are the chief victim rather than the chief proponent. 

Mr. Asnury. Of course I do, Governor. 

We do agree that the automobile industry is important. I think 
1 out of every 7 people are employed either directly or indirectly 
in the automobile industry and that when the rest of the country is 
unable to buy our cars, that is what makes us sick. This affects a 
good many people in other areas. 

Now, I think that your suggested inquiry would be a very im- 
portant one, because I think ‘the point that Mr. Chamberlain was 
raising about freezing wages has to be viewed against the backdrop 
that the automobile companies have really record profits and that 
certainly everyone is entitled in teevite to a proper share and that 
this could be decided by proper collective bargaining. 

Now, I think the problem of administered | — certainly is one 
which a number of economists feel has an important bearing on our 
present recession, and I think your survey would be good to find that 
out. 

Mr. Asutey. I have one final question, if I may, Mr. Chairman. I 
understand that there has been a number of foreclosures of FHA- 
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insured homes in the Detroit area and that these foreclosures have 
been on homes that were purchased by working families who have 
been unable to keep up their payments because of unemployment. 

Do you know anything about that, Governor ? 

Governor Wiuutams. I know that there has been a pretty large 
number of foreclosures and that we have made efforts directly and 
indirectly to get extension of credits. I can’t speak directly to the 
FHA foreclosures. I haven’t had that brought to my attention. 

Mr. Asuiry. The reason I ask is that under the GI program there 
is a certain liberality with respect to foreclosures that does not exist 
under present FHA laws; that there has been legislation to extend 
that same kind of liberality into FHA, but it hasn’t come before the 
Congress yet. 

Governor Wit1aMs. I would like to commend that very highly 
in the FHA, because there are so many laws involved, which isn’t 
true in the case of private loans. I imagine the bankers and insurance 
companies today have taken the position in Michigan that if the 
character of the person is good, they are going to try to make some 
special efforts to be liber al, and I cert: ainly think that the Federal 
Government ought to give leadership in this field as well. 

The Cuarrman. Mr. Vanik. 

Mr. VaniK. To what extent did supplemental unemployment com- 
pensation benefits tend to alleviate current unemployment hardships? 

Governor Wititams. Well, unemployment benefits aren’t as high 
as we would like them, and they are not as high as they ought to be 
to prime the pump as well as to carry over the individuals. The fact 
that we have had this supplemental contract I think has been of great 
help. 

Mr. Van1K. What is the total amount of dollars that has been paid 
out so far in the administration of the program. 

Governor WituiaMs. I can’t give you that figure. It has been in 
the hundreds of millions of dollars, and I am sure that it has been a 
good pump primer, but I couldn’t give you the exact dollars. 

Mr. VanrK. In the Wall Street Journal this morning I note that 
the Ford Motor Co. has made no allowance in its first quarter for the 
payment of these benefits. Is there any significance to be drawn 
from that fact ? 

Governor Witu1AMs. None that I know of because I am sure that 
they have a contract there which is a binding contract that should 
be carried out. 

Mr. Vanrk. They may make it up in another quarter. 

Governor Wiii1AMs. Possibly. 

Mr. Vantk. Do you believe that the present unemployment con 
ditions are temporary or do you believe them to be more chronic? 

Governor WiiuiAMs. I imagine that this must vary by areas. I 
certainly have a confidence in our economy that we can, with wise 
measures, get back onto the road and that the amount of unemploy- 
ment should be reduced drastically. I trust that we are not going 
to have permanent chronic pockets. 

Mr. Vanik. If we are going to carry out our responsibility under 
the Full Employment Act of 1946, how would you feel about a pro- 
gram of constant review of our work force which would make efforts 
to increase retirement incentives for the 514 million workers over 65, 
and to do something about the 2 million workers under 16 who perhaps 
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ought to be in school, and to do something about the great number of 
multiple job holders who find it necessary to hold one or more jobs in 
order to bolster family income ¢ 

Governor WiiitaMs. I agree that we need many more facts than 
we presently have, and this is one of the things that we in Michigan 
have been advocating. I think anything you could do along that 
line would give us a much more intelligent approach to our problem. 

Mr. Vanix. In other words, you would approve a program of in- 
creasing retirement incentives and at the same time raising wage 
standards so that the necessity for multiple job holding might be 
reduced. 

Governor Wiiuiams. Well, I think that is very important, and I 
also like your touching upon the problem of keeping our children in 
school. I think that there are a great many people who get into the 
job market long before they are ready to make a useful contribution. 
I think one of the interesting ways to hold down unemployment 
would be to have scholarships so that children would be able to com- 
plete their education and when they get through then I am sure that 
they would find a job because they would be qualified to do some of 
these things that I refer to where we had to go even out of the coun- 
try in order to find people to fill the — 

Mr. Vanik. Before my time is up, Governor, I would like to ex- 
press again my appreciation for your recent visit to my community 
where you inspired hope and confidence in presenting your concept 
of the responsibility of the National Government with respect to the 
critical problems of these times. 

I know that the general has questions he wants to present so I will 
yield back any further time that I have. 

Mr. Anpverson. Governor Williams, I, too, want to express the ap- 
preciation which the whole committee has for the contribution that 
you have made to our consideration of this situation. I particularly 
appreciate that as the Governor of a great industrial State you fully 
realize the importance of the farm depression which has led to a loss 
of farm income of 2 to 5 billion dollars per year under this adminis- 
tration and that that has contributed substantially to the depression, 
and that it is your recommendation that the Federal Government 
take positive action to correct this situation. 

I particularly appreciate, too, the conciseness with which you have 
expressed your suggestions for the relief of the unemployed, and for 
the relief of our economy from the problems that arise because of the 
loss of the purchasing power of the unemployed. You advocate 
quick relief in the field of unemployment compensation, quick relief 
through community facilities and other public-works projects and for 
the long pull you support one or the other of our distressed areas 
bills. 

Governor WitAMs. I certainly do. I think these are really im- 
portant. In many of our areas the facilities for business and manu- 
facturing become obsolete and your redevelopment. programs would 
be of great assistance in those areas. 

Mr, Anperson. More basically, I hope you will also agree that the 
inflation we are having is not caused by inability of our factories and 
our manpower to produce the goods that we need, nor is the failure 
to dispose of the output of our factories the result of any lack of 
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desire to buy goods on the — of the consuming public, any loss of 
a wish to buy “additional cars or refrigerators or stoves, but it is in- 
stead the result of a loss of bavi ing power relative to prices. 

I would appreciate your comment on this factor. It is quite evi- 
dent, to me at least, that people just don’t have enough money and 
can’t borrow enough money under the high-interest and tight-money 
policy, to buy what we are able to produc e. We will either have to 
lower prices or raise wages and salaries. 

Governor Wiu1aMs. I think you brought out a point I wish I had 
brought out in discussing it with Mr. Bass. There are two elements 
here. 

If you produce more goods you will hold down inflation that way 
just as much as by controlling the money end of it. And I think you 
brought that out very well. 

Mr. Anpverson. What are we going to do about prices when big 
steel—and the big three in motoring are in the same category—when 
big steel sets its prices with small regard for costs or for supply and 
demand? The big three want the excise taxes off and they want the 
dealers to shave their margins but they are going to maintain or 
raise their own prices so that even though they sell fewer cars they 
will have more profit than ever before, which is exactly the same 
policy as big steel employs. 

Governor Witu1AMs. I think Mr. Ashley’s discussion of a study is 
something very important for our economy today. 

Mr. Anverson. Do you think we need some antimonopoly, anti- 
trust action either in the matter of legislation or further enforce- 
ment ? 

Governor Wiiu1aMs. I think we need it in both capacities. I don’t 
think we are utilizing our existing laws to the full and I think there 
are some new ideas that can be introduced, like a progressive rate of 
taxation on corporation profits. There have been some bills on that, 
already. 

Mr. Anverson. I thank you very much, Governor Williams. 

The Cuarrman. Mr. Breeding. 

Mr. Breepinc. Governor Williams, it is an honor indeed to have 
you in our committee this morning and I want to join with my col- 
leagues in complimenting you on a statement well presented. You 
have visited the State of Kansas m: uny times and certainly we appre- 
ciate you and your lovely wife when you come there, and the encour- 
aging remarks that you Jeave with us. And because the hour is late, 
I would like to ask you just one question, and this is my question : 

Governor, it has been said that depressions are f: armbred and farm- 
fed. Don’t you believe that the depression that agriculture has been 
suffering from for the last 5 years is one of the major causes of our 
present ‘industrial recession and that the restoration of the agricul- 
tural purchasing power would have a lot to do with solving the unem- 
ployment situation within your State? 

Governor Wiii1aMs. I most certainly do, sir, and what is more, I 
think that today the average factory worker has a new appreciation 
of the fact. that he is not going to prosper unless his farm neighbor 
prospers also, and so I think there would be a surprisingly high de- 
gree of support even in the cities for farm aid. 

Mr. Breeptnc. The purchasing power of the farmers in my area is 
seriously down. We do buy trucks, we buy tractors, we buy farm 
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machinery. I think it is important that farm buying power be re- 
stored and I appreciate your remarks and thank you very much. 

Governor WituiaMs. Thank you and I just want to say I appre- 
ciate being in Kansas and I am going to make a little talk today and 
I am going to quote one of your famous citizens, Mary Ellen Leash. 
She had something to say about farm depressions, too. 

Mr. Breeprne. That is right, Governor. 

The Cuamman. Mr. Patman. 

Mr. Parman. Governor, I am sorry I wasn’t here at, the beginning 
of your statement. I know I will find it very helpful and construc- 
tive. I will read it with appreciation and profit, I am sure. 

I was attending a meeting, that I assume you will attend this after- 
noon, of 2,000 Democratic women assembled in Washington from 
every State in the Union. We had a panel disc ussion—Senator 
Douglas, Senator Sparkman, Mr. Bolling and myself. It was men- 
tioned several times good Democrats are oftentimes referred to as 
“do-gooders.” I] believe now that the Democrats are getting so active 
and so inte1 ‘ested that they can be referred to as “go- -getters,” as well 
as “do-gooders.” 

We look upon you, Governor Williams, as a really good Democrat 
and one who has qualifications both as a go-getter and a do-gooder. 

I appreciate your remarks about the small business capital banks 
bill. I believe that the Congress will pass, in this session, measures 
to meet the needs of small business for long-term loans and equity 
capital. I hope we will. In the Senate yesterday there was intro- 
duced a different bill, with a slightly different title. In the House 
we call it the small business capital bank bill, in the Senate they are 
calling it the small business investment company bill. Of course, the 
name doesn’t mean anything. The new Senate bill provides that. the 
money for the initial capital will be appropriated from the Treasury, 
whereas the House bills provide—at least in the bill introduced by me, 
by Mr. Multer, and several others, that we take the money from the 
Federal Reserve surplus fund in which they have an amount of over 
$800 million. We won't have a falling out with the Senate about where 
we get the money , Just as long as we can get the organization started. 

I believe you said in your statement that there was a genuine need 
in your State, and in other States where you have been, for such an 
organization that would permit small-business concerns to get long- 
term loans and equity capital. 

Governor WituiAMs. Yes, sir, I did and I certainly compliment you 
on your work on that bill. Tam certain it will make a great difference 
in stimulating small business, both in introducing new business and 
the expanding of existing businesses. I am glad that you had the 
opportunity of appearing before those ladies because I am sure they 
will take away something of vast importance. I remember the fine 
things that you have told the Governors when they have met with you. 

Mr. Parman. Thank you, sir. 

IT am glad that you came before our committee. We appreciate it 
very much. 

The CramMman. Governor, you said you favored the 2 percent in- 
terest rate in the community facilities bill. 

The question in the Senate was whether the interest rate in the 
community facilities bill would be 314 or 3 percent and that issue was 
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fought out over there. Those in favor of the 5 percent interest rate 
made a vigorous fight but they lost. 

Under the circumstances don't you think the 3 
would be very much preferable to the 314 

Governor Wiix1AMs. I most certainly 4 sir. There are elements, 
of course, in the passage of legisl: ation that we on the outside don’t 
realize and we can’t speak to some of those practical points but only 
to the things that we would think were ideal. 

The CuHarrMan. Sometimes the Senate is not easy to persuade, or 
agree with, and we have to take that into consideration. 

Governor WiiuiaMs. I am certain that if anybody can persuade 
them, you and this committee will be most helpful. 

The Cuamman. Thank you. 

Mr. Parman. May I ask one question about the interest rate. It 
is such an important matter. 

For almost 15 years, Governor Williams, we maintained a 214-per- 
cent interest rate on Government bonds. Not a bond went below par. 
The Federal Reserve could maintain that rate right now. They also 
have the power to keep these municipal bonds at 2 percent, if they 
wanted to do it. Two percent is high enough for tax-exempt bonds. 
You see, that rate is equal to 4 percent where a person is in the 50-per- 

cent tax bracket, 80 2 2 percent is high enough. I hope we can set a rate 
of no more than 2 percent of these Federal loans to the States and 
communities. 

Another reason for keeping interest low is that we are trying to in- 
duce people to vote these bonds. We must offer them some incentive. 
If we just offer them money at the high rates prevailing in the bond 
market it is possible many of them will not take advantage of this 
loan program, whereas at a 2-percent rate they will. 

And remember this, Governor, and Mr, Chairman, too, the people 
who are being asked to vote these bonds are required to pay taxes on 
what they owe in many instances. People who have bought their 
houses and made a small payment on them don’t own them; they owe 
for them. To people who pay taxes on what they owe, the ad valorem 
tax is cantaiaiy a most burdensome tax. 

The Crarmman. The auestion I asked - Governor was a practical 
question an d we don’t have to settle all the other problems. I asked 
whether he was in favor of 3 percent or 3144 and the Governor said he 
was in favor of the 3-percent interest rate. 

Mr. Parman. I want to make it 2 percent. 

The Cuarrman. That is the issue now that is presented in the bills 
It may be that another issue may come up but that is the question we 
have to decide. 

Governor, we thank you very much for the very able presentation 
of your views and I know the committee will benefit by them. 

We are glad to have you here and we hope you will come again to 
testify about other matters, and we thank you. Your visit has been 
avery pan isant one. 

Governor Wituiams. Thank you. 

(W ‘eel at 12:40 p. m., the committee adjourned to reconvene 
at 10 a. m., Wednesday, April 23, 1958.) 


} percent interest rate 
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WEDNESDAY, APRIL 23, 1958 


Housr or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met, pursuant to adjournament, at 10 a. m., the 
Honorable Brent Spence (chairman) presiding. 

Present: Messrs. Spence, Brown, Patman, Multer, Addonizio, Bar- 
rett, Mrs. Sullivan, Mrs. Griffiths, "Messrs. Vanik, Healey , Anderson, 
Breeding, Talle, Kilburn, Betts, Mumma, McVey, Bass, ‘Henderson, 
and Chamberlain. 

The CuatrmMan. The committee will be in order. 

Gov. Albert D. Rosellini, of the State of W ashington, has come to 
Washington to give us the ‘benefit of his views. We thank you very 
much for taking the time to leave your busy State to come here 
and give us your views on the situation that is perplexing all America 
at the present time, unemployment. 

I know the committee will be very glad to hear from you. Thank 
you for coming, and we will give consider ‘ation to what you say. 

You may proceed to read your statement and subject yourself to 
interrogation, Governor. 


STATEMENT OF HON. ALBERT D. ROSELLINI, GOVERNOR OF THE 
STATE OF WASHINGTON 


Governor Roseituint. Thank you, Mr. Chairman, and members of 
Congress. May I say at the outset I appreciate your invitation to 
appear before your committee and to outline the economic conditions 
as we see them in the State of Washington and the recommendations 
we would like to submit. 

I do have a prepared statement that I would like to submit to you 
and then I will be very happy to answer any of the questions that 
the Congressmen would like. 

I would like at the outset to introduce Mr. Giovine, director of the 
Employment Security Department of the State of Washington who 
is by my side here. I think copies of my statement have been 
distributed. 

The State of Washington has experienced a serious decline in 
industrial activity, in employment, and in income. In March, more 
than 9 out of every 100 workers in the State were unemployed and 
there is little hope of any immediate, fundamental improvement. in 
this situation. 

Washington was among the first areas to show signs of the economic 
downturn that has now spread across the Nation. The abrupt decline 
began last summer, following a sustained period of economic growth. 
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May I point out in conjunction with that that we in the State 
government first saw those signs some time early last spring and 
did everything that we felt we could at that time in order to offset 
what we could see was a coming downswing. I called a meeting of 
my cabinet and stepped up every public work possible within the 
State. We called a conference of labor and management for the 
purpose of spotlighting conditions as they were and pointed out 
the danger signs in an effort to have them facilitate any construction 
projects’ or other projects that they felt that they could put into 
effect. 

Likewise, I would like to point out that we, also, called a conference 
of local governmental authorities and pointed out to them the same 
situation and asked them to step up whatever they had in mind in 
order to help the economic situation that was impending. 

An already weakened lumber industry suffered further reversals. 
Sharp layoffs occurred in aircraft. Demand for aluminum and 
copper declined. Inventories built up in paper and processed foods. 
Orders for machinery fell. Working hours and earnings edged 
down. Employment in trade and service industries slackened as 
income in manufacturing fell. Demand for transportation facilities 
lessened as industrial activity declined. In addition to this, Federal 
economy measures brought sharp cuts in employment at Federal 
establishments. 

I am sure you gentlemen recognize the fact that we in Washington 
have been, of course, dependent to a large extent and, perhaps, to 
too much of an extent, on several principal industries, but two prin- 
cipal ones, I might say, are lumber and defense. We have the huge 
Boeing plant and, when the cutbacks occurred last year by the Federal 
Government, naturally, it adversely affected the economy in our area 

Likewise, we felt some of the money situation as it affected our 
lumber industry and caused quite a layoff in the lumber industry. 

As the recession began to feed on itself, it affected almost all 
the State’s industries and almost all of the State’s communities. 
Unemployment increased more from July to December 1957 than in 
any comparable post-World War II period. Had the past winter 
not been one of record mildness in Washington, unemployment would 
probably have risen to totals reminiscent of the 30's. We had one of 
the mildest winters we have had for years. 

Total employment declined from 1,062,000 in June 1957 to 922,000 
in February 1958. In March, employment moved up for the first 
time in 8 months, but the increase was almost entirely seasonal. 
About two-thirds of the February-to-March increase came in agri- 
cultural employment and, of all industries, only aircraft showed any 
substantial nonseasonal gain. The overall weakness of industry has 
kept the spring upturn at much-below-normal levels. We see that 
situation prevailing now. 

Manufacturing activity continues to drag, and the net February-to- 
March gain in total manufacturing was actually less than the gain 
in aircraft. Most of the over-the- month increase in nonagricultural 
employment occurred in nonmanufacturing, where construction, trans 
portation, trade, service, and State and local government made sea 
sonal advances. 

Total employment at mid-March was 941,000, down almost 13,000 
from March 1957, over the year’s period, but still at the second 
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highest level for the month in the State’s history. The seriousness 
of the present situation is partially hidden by this relatively small, 
over-the-year loss of jobs. Over the same time that the number of 
job opportunities declined 13,000, the labor force 
people willing and able to work—increased more than 17,000. This 
dual strain on the economy—a declining number of jobs and an in- 
creasing number of potential w orkers—presents a critical problem. 

The temporary employment upturn in March is overshadowed by 
the general weakness of business conditions. In manufacturing, only 
aircraft, shipbuilding, and canning and preserving have produced 
over-the-year employment gains, while sharp March-to-March em- 
ployment declines occurred in lumber, primary metals, paper, and 
chemicals. 

In all, manufacturing employment is down more than 8,000 over 
the year. This reduction in manufacturing activity is reflected in 
sagging employment in nonmanufacturing, although trade, service, 
and State and local government are providing more jobs than they 
did last year at this particular time. 

Employment at present is, of course, considerably above what it 
was during the corresponding period of the other recession years, 
1949, 1950, and 1954. Employment is higher, but so is population 
and the size of the labor force. The real measure of the impact of 
the current decline—the rate of unemployment—clearly indicates 
that the current recession is considerably worse than that of 1954 and 
comparable to the recession of 1949 and 1950. 

At mid-March, total unemployment was almost 95,000, down about 
9,000 from February but 30,000 above March 1957. Both in volume 
and as a percentage of the labor force, unemployment was at its 
highest March level since 1950. 

Of the 95,000 unemployed at mid-March, about 2 out of every 3 
were covered by unemployment compensation. However, the current 
extent of this protection is threatened by the rate at which individuals 
are exhausting their entitlement to unemployment insurance. 

By the week ending April 12, a total of almost 21,000 jobless 
workers had drawn all their unemployment compensation. This was 
almost twice the number who exhausted their rights to benefits in the 
comparable period of last year. 

As a result of this, of course, we have suffered quite a load on our 
general-assistance program. They go off unemployment compensa- 
tion, and many have to be taken care of by the general assistance 
program, to the extent that it appears that we may suffer a deficienc v 
in the appropriation for a general assistance program that could 
easily approximate around $12 million this biannual. 

Unemployment throughout the State is considerably more severe 
than it was during the downturn of 1954. For the State as a whole 
and for the metropolit: in areas of the State, unemployment is at about 
the levels of 1949 and 1950. In the nonmetropolitan areas, unemploy - 
ment is higher than in 1954 but lower than in 1949 and 1950. This 
has resulted from the fact that the current recession has been hardest 
felt in manufacturing industries, and these industries tend to be 
centered in the metropolitan areas. 

It should be emphasized that the unemployment figures do not 
present a complete picture of the decline in industrial production and 
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the related loss of income. Underemployment is a serious problem. 
The average weekly hours of production workers in Washington’s 
manufacturing industries were at an 8-year low for the month in 
February. Earnings have declined over the year in many industries. 
Sporadic inventory shutdowns, 3-day workweeks, and 1-week-on, 
1-week-off work schedules are commonplace. Often. the workers in- 
volved in these slowdowns of industrial activity are not included in 
the statistics of the unemployed. 

And, so we don’t have an accurate count of what the underemploy- 
ment happens to be. As it has been noted, unemployment in the 
metropolitan areas of the State is at about the level of the 1949-50 
recession. The nonmetropolitan areas, on the other hand, while rela- 
tively better off than in 1949 and 1950, are experiencing a higher 

rate of unemployment than the metropolitan areas. 

At present, nine areas of the State are designated as areas of sub- 
stantial labor surplus. We requested and got that designation sev- 
eral months ago. Among the hardest hit are the lumber areas, the 
areas in which the manufacture of nonferrous metals predominates, 
mining areas, and areas dependent on Federal employment. Because 
many of the areas have a narrow economic base, the decline of 1 or 
2 key industries can be a serious blow to their economy. 

In the metropolitan areas, 8 out of every 100 workers are jobless. 
In the nonmetropolitan areas of the State, almost 11 out of every 100 
workers are without employment. The high number of plant closures 
in the nonmetropolitan areas presents a growing threat of hard-core, 
chronic unemployment. 

A seasonal upturn offers some temporary relief from the general 
decline in activity, but the industrial weaknesses of the labor market 
are still present. 

Over-the-year employment losses have occurred in most fields of 
manufacturing, but the industries that have suffered most are lumber, 
primary metals, machinery, paper and pulp, and chemicals. 

In nonmanufacturing activities, declining demand, falling income, 
and Federal policies have combined to reduce employment over the 
last 12 months. In this segment of the economy, mining, construc- 
tion, railroads, communications and utilities, and Federal establish- 
ments have experienced the sharpest over-the-year employment 
reductions. The decline in Federal employ ment represents the largest 
over-the-year loss of jobs experienced by any of the State’s major 
industry groups. 

As a result of seasonal factors, unemployment will decline through 
May, but the drop will be smaller and more gradual than that usually 
experienced in the spring. The seasonal increase in the labor force 
in June will probably bring a small increase in total unemployment, 
but from June through September unemployment should remain rela 
tively constant. Unemployment will exceed year-ago figures through 
the summer months and probably through all of 1958. 

When the seasonal prop is removed from our economy in the fall, 
the real test will be made of current antirecession legislation. The 
people of the State of Washington are anxious to help themselves 
overcome the present downturn in activity. However, a major por- 
tion of the economic health of Washington depends on effective de- 
mand for Washington’s products in eastern aa midwestern markets 
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and on the expenditure and procurement policies of the Federal 
Government. 

If there is not an upturn in the national economy within the next 
few months, the majority of Washington’s industries will experience 
little or no basic improvement in 1958. If a national increase in 
economic activity does not occur prior to November 1958, unemploy- 
ment in Washington may reach critical levels during the following 
winter months. 

The basic health of our economy cannot be denied, but, of course, 
being “healthy” is not enough. The economy must keep expanding, 
must keep running faster and faster, if we are to provide an adequate 
standard of living for our expanding population. Without suitable 
action, the economic outlook for a period as long as the next 2 years 
is not bright. 

To insure an upturn in industrial activity and to insure the future 
growth of our economy, I recommend that the following actions be 
ti aken immediately, and I have set out some of the recommendations 
that we in Washington specifically feel should come from the Federal 
level : 


1. UNEMPLOYMENT COMPENSATION LAWS MUST BE IMPROVED 


Jobs, of course, are the first answer, but temporarily, for those per- 
sons unable to find work, some income to replace the wage loss is 
essential. Improved unemployment insurance is the answer, not di- 
rect relief payments. And that is the situation as I pointed out a 
little while ago, that we are getting to as far as quite a lot of our 
people in Washington are concerned. 

Present unemployment insurance provisions have not been — 
quate during a period of job scarcity. Since the first of the yea 
in W ashington alone, 22,000 persons have drawn all the cummin: 
ment benefits to which they are entitled, and that creates the load I 
have mentioned. 

At least half of these are still unemployed. Unemployment com- 
pensation for these workers, and the 1,500 more who exhaust each 
week, should be extended. Such extension, already long delayed, 
should be enacted immediately. The wage earner who has already 
been unemployed 26 weeks, and has no income outside of his un- 
employment compenst ation check, is unlikely to have resources to tide 
him over while Congress mulls over whether the extension should be 
for 13 or for 16 weeks. Such Federal extension of duration would 
be only a stopgap measure, but it would put money into the hands 
of workers who need it and who would put it into immediate 
circulation. 

This temporary extension of unemployment benefits should be 
financed by the Federal Government and not by loans forced on the 
States. That was our understanding pretty much when we had the 
meeting of the executive committee and the governors with the Presi- 
dent, to the effect that the grant and the recommendation would be in 
the nature of a grant rather than a loan and we feel very definitely 
that it should be on that basis, particularly in view of the fact that 
the Federal Government has collected some, as I recall the figures, 
about $1,800 million over the cost of the program since 1937 

25491—58——22 
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It should merely tide the gap until the States themselves, through 
regular legislative processes, can improve their own unemployment 
c ompensati ion programs. 

In this area, Congress can act to insure a sound long-range un- 
employment insurance system by enacting realistic Feder: al standards. 
Such standards could provide for adequate weekly benefits amounts, 
for providing protection for many workers now excluded, and could 
do something about financing so that at least part of the cost would 
be shared by all employers 

Consideration should also be given to extending unemployment 
compensation to cover military personnel who entered service after 
January 31, 1955. At present, ex-servicemen who entered service 
after that date have no protection under the veteran’s unemploy- 
ment compensation laws. It is unfair to require military service of 
our young men and then discharge them into a faltering economy 
without the protection of unemployment insurance. 


2. FINANCING OF SMALL AND INTERMEDIATE BUSINESSES 


One of the basic problems in the stimulation of balanced orderly, 
economic growth in the Pacific Northwest, as is true elsewhere in the 
country, is the financing of expansion programs for small and inter- 
mediate manufacturing -and business establishments. Long-term, in- 
sured financing is required for new plants or additions to existing 
plants, for new equipment or modernization of existing equipment, 
for working capital, and for inventory purposes. Many small busi- 
nesses have been forced to curtail employment earlier than would 
ordinarily be required because of inability to tie up limited working 
capital in inventories. 

Sincere and commendable attention is being given to this recog- 
nized problem by Members of the Congress. The chairman of this 
committee (Brent Spence, House Banking and Currency Committee) 
has H. R. 6215, which, within the general framework of seeking to 
stimulate area development and redevelopment, would provide for 
long-term loans to small businesses. That nationally recognized 
champion of small business, Wright Patman, of Texas, has introduced 
H. R. 10345, to create a small-business capital bank system through 
the framework of the Federal Reserve System. 

This also seeks to alleviate the financing problems of small busi- 
ness, with the important ingredient of attempting to keep the process 
as close to established banking channels as possible. 

Loans would also be available for redevelopment purposes to mu- 
nicipalities and other political subdivisions. The general steward- 
ship of the established and respected Federal Reserve System lends 
substance to this proposal. 

Time has not permitted my detailed study of these proposals. For 
that matter evaluation of both these admirable proposals is one that 
requires the competence of experts. For my part, I prefer simply 
to endorse the principle of facilitating the solution of the financing 
problems of small and intermediate businesses, and to identify the 
few basic principles that I am convinced should guide such considera- 
ek in any type of legislation that is passed : 

The basic need is to provide a loan structure available to small 
‘ah intermediate businesses that will permit such companies to enjoy 
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full advantage of tax-depreciation provisions of the Internal Rev- 
enue Code. To growing and expanding industry, large and small, 
these depreciation allowances are like money in the bank. 

Normal short-term commercial bank loan channels do not provide 
the long-term provisions that permit full utilization of tax-deprecia- 
tion allowances. Testifying before the House Select Committee on 
Small Business last November (see p. 397, of the hearing of Novem- 
ber 19, 20, 21, and 22, 1957) William F. Kelly, on behalf of the credit 
policy commission of the American Bankers Association, testified : 

The banks, as this committee knows, are not set up, they are not capitalized, 
they are not organized for the purpose of providing equity capital, and they 
are certainly not organized for the purpose of providing long-term loans. 

Within this framework, it would appear that justification exists for 
an addition to the normal financial channels of this Nation that would 
provide for small and intermediate business the long-term financing 
advantages that accrue easily to larger corporations. 

The Pacific Northwest, the State of Washington, the Nation as a 
whole, face a period of tremendous growth in the new markets of the 
1960's, resulting from our rapidly increasing population and the ex- 
pected doubling of the new family formation rate. If small and inter- 
mediate business is to enjoy its just share of this growth, some provi- 
sion must be made to meet their long-term capital needs. 

2. It would appear, from testimony already on record, that some 
governmental partnership with normal banking channels will be re- 
quired to make this possible. Legislation pending before the Congress, 
particularly H. R. 10345, pursues this possibility. 

In any event, a basic principle that should be applied to modifica- 
tion of the Nation’s long-term loan channels to accommodate the needs 
of small and intermediate business should be to keep such developments 
as closely allied with private banking interests as possible. 

There is reason to believe that private capital, at least in some 
States, could, if it wished, organize to meet the long-term needs of 
small and intermediate businesses. In our state we have made no 
provision for this. 

In Washington State insurance laws permit the establishment of 
the single-purpose insurance company that would be required, and 
banking laws permit the creation of the mutual loan c ‘orporation, which 
could combine to provide long-term insured financing for small and 
intermediate businesses. I am told by competent sources that the 
debentures of such a private loan structure, could, when a significant 
level of active loans is reached, become legal reserve under the Federal 
Reserve System. 

Private capital sources have expressed an interest in the potentiality 
provided through the laws of Washington. We are desirous of en- 
couraging such interest. Private proposals thus far have been largely 
exploratory and have not reached a point where they promise early 
availability of capital for expansion, working capital, and inventory 
loans to small business 

The important consideration, in the long run, is to have early 
realization of a long-term insured loan channel available nationally 
to small and intermediate business. Our complex industrial society, 
constantly geared more and more to electronics, control devices, and 
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other forms of automation, opens a wide horizon for the small spe- 
cialized manufacturer. 

Regional markets, a situation that geographical location imposes 
on the Pacific Northwest, for ex: imple, promise real opportunity for 
the small and intermediate manufacturer of consumer goods for re- 
gional markets. These potentialities can be realized only if small and 
intermediate manufacturers have available the wherewithal required 
for their growth. 

Certainly, States and regions of this Nation, whose economy has 
been historically based on raw materials production and export, have 
a major stake in the encouragement of small business. 

In Washington, our economy needs the balance that additional value- 
added-by- manufacture can provide, and that consumer item production 

can provide. 

Our best channel for gaining this is through the growth of small 
business. 


3. PERSONAL INCOME AND EXCISE TAXES SHOULD BE REDUCED 


While employment and income have been declining, prices have risen 
to new records. This two-fold decline in real income has been most 
sharply felt by the wage earner and, as a result, the worker has been 
forced to purchase less. This decline in effective demand has resulted 
in further cutbacks in employment and greater losses of income. 

An increase in income tax exemptions would have three most de- 
sirable effects. It would be of greatest assistance to those who need 
it most, that is, the lower-income wage earners, it would increase the 
demand for goods, and it would be an immediate method of boosting 
the economy. 

An across-the-board reduction in personal income taxes would result 
in substantial portion of the funds thus available to the public being 
shunted into cash reserves rather than increased spending. 

For this reason, personal income tax relief through increasing per- 
sonal exemptions seems more desirable. This would release the 
greatest possible volume of tax relief in the hands of lower and middle 
income taxpayers with the resulting probability that a greater share 
of such funds would find their way into consumer purchases. (S. 3264, 
Douglas, Illinois, seeks this objective; also H. R. 2222, Representative 
Karsten, Missouri. ) 

Numerous proposals to provide blanket percentage reductions in 
income tax on an across-the-board basis pose the real threat of stimulat- 
ing inflation rather than increased consumer purchasing. Any tax 
relief that does not result in increased employment would be 
inflationary. 

The measurable result of any Federal tax relief act should be the 
stimulation of consumer purchases of goods and services. However, 
unless tax reductions are accompanied by price reductions in many 
consumer items, or, at the very least, by no increases in prices, the 

cash available to consumers from tax relief may find its way primarily 
into increased savings rather than increased purchases. 

One of the concommitant factors in the present recession is the 
appearance of a genuine buyers’ strike, a solid consumer resistance to 
high price levels. This is evidenced by the paradox of a sharp increase 
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in savings in the face of growing unemployment and shorter com- 
pensated working days. Should the 3 to 7 billion dollars, that might 
accrue to consumers through tax reductions, find its way primarily 
into savings and not into increased consumer market activity the 
result, of course, will be inflationary—and the net impact upon in- 
creased employment would be nil. 

Any tax adjustment action at this time must be geared to the in- 
creased employment that could result from stimulated consumer buy- 
ing of goods and services. 

With the objective of increased activity in the market place in mind, 
primary attention probably should be given to the repeal or reduction 
of excise taxes on direct consumer items that are not obviously items 
of luxury. 

Such a reduction in excises should have the effect of lowering con- 
sumer prices on these items with a resulting stimulation of consumer 
buying. Certain items of probable applicability come readily to 
mind, including excise taxes on toilet preparations, luggage, hand- 
bags, watches, clocks, appliances, cars, TV and radio sets, “musical in- 
struments, photographic equipment, business machines, pens, pencils, 
lighters, matches, sporting goods, firearms, ammunition, communi: 
tion, tr ansportation, and other similar items regularly purchased by 
consumers in the normal daily process of living. (S. 3283, Senator 
Douglas, Illinois, seeks to accomplish such excise adjustments. ) 

Income tax relief in the business area, if necessary, should be lim- 
ited to assisting small business by increasing the amount which is 
exempt from the surtax on corporate taxable income. (H. R. 35, 
Representative Hale Boggs, Louisiana, for example, seeks this objec 
tive.) 

Small and intermediate businesses are experiencing grave difficulty 
in financing expansion plans, inventory accumulations, and working 

apital. Tax relief for this purpose could act as a definite stimulation 
to levels of business activity in general. 


$f, FEDERAL AID TO SCHOOLS SHOULD BE INCREASED 


The expansion of our school facilities offers the best possible method 
of providing employment and at the same time making a substantial 
investment in the future welfare of our country. 

We bemoan the shortage of scientists and technicians and yet we do 
little to provide facilities to train our young people to meet these needs. 

I do not wish to quarrel with the Post Office Department or distract 
from the excellent job they do, but I feel the future of our country is 
more apt to lie in new si ‘hools than in refurbished post offices. Con- 
sideration along the line of education should be given to higher educa- 
tion, perhaps for matching funds for the purpose of increased facilities 
in our higher education programs. 


5. NEEDED EXPANSION AND DEVELOPMENT OF MILITARY FACILITIES SHOULD 
BE STARTED AT ONCE 


In the case of my own State, work on a long-planned drydock at the 
Puget Sound Naval Shipyard at Bremerton has still not been started. 
Chis drydock is a vital link in the defense of our country and yet its 
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construction has not begun. Inthe Bremerton area, as in many areas 
throughout the Nation, there is an opportunity to bolster the economy 
and at the same time add to the security of our country. 


6. THE BUILDING OF LOW-COST HOUSING SHOULD BE STIMULATED 


There is no indication that the recent loosening of credit has provided 
any significant increase in home building. Funds must be made avail- 
able for construction of the kind of homes people want and it appears 
that the strongest potential demand lies in low-cost housing. If 
bankers will not provide loan funds for low-cost units, then the Federal 
Government should take action to see that funds are made available. 


7. IRRIGATION AND RECLAMATION PROJECTS SHOULD BE STEPPED UP AND 
EXPANDED 


Here again is an opportunity to provide employment now, and facili- 
ties for expansion of our economy in the future. In the State of Wash- 
ington, for instance, if funds were available, work could be expanded 
in the Columbia Basin project, in the Kittitas project, and in the 
Greater Wenatchee project. Work could be expedited on two ad- 
ditional pumping units at Grand Coulee. Planning studies could be 
stepped up on several proposed projects. Al] these projects would 
both assist the economy and add materially to our resources. 


8. DIRECT GRANTS SHOULD BE MADE TO STATE AND LOCAL INDUSTRIAL 
DEVELOPMENT GROUPS TO ASSIST IN THE ESTABLISHMENT OF NEW 
INDUSTRY 


The first and last answer to unemployment is “jobs.” The develop- 
ment of jobs, especially in areas of substantial labor surplus, should be 
assisted to the greatest extent possible. Both technical assistance and 
funds should be provided to the community that is trying to help itself 
out of the recession. 

Provision should also be made to provide funds to train or retrain 
adult workers so that they may obtain needed skills. One of the 
greates paradoxes of our economy is the shortage of certain types of 
skills and training while millions are unemploy ed. Since the henefits 
of technology are shared by all, the cost of technological unemploy- 
ment should rightfully be shared by all. We have as an example in 
the State of Washington close to 95,000 ener and yet we have 
around 5,000 job openings for scientific, technical and skilled people 
who are constantly needed for different scientific work. 

In addition to the action I have recommended, I believe the following 
programs would be of substantial assistance to the economy : 

Increased appropriations for rivers, harbors, and flood control. Of 
course, I don’t know what Congress is going to do on the bill that was 
vetoed, but certainly Congress, I am sure, will give it consideration, 
whether it should be passed over the veto. I think from the stand- 
point of the State of Washington, we certainly appreciate any con- 
sideration that is given in that regard. 

Extended Federal aid for local airports. 

An increased loan fund for State and local public works. 
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Increased grants for local development of sewage-treatment plants. 

Increased and broader minimum wage legislation. 

Federal tax relief in substantial labor surplus areas. 

Improved agricultural price legislation. 

I must stress that immediate action must be taken if we are to halt 
the deterioration of our economy. It is difficult to tell an unemployed 
worker, who has exhausted his unemployment compensation, that the 
reason nothing is being done for him is that his Government fears “ill 
advised action.” 

If action is long in coming, the Government has lost faith in the 
people. 

While the picture that I have painted of the State of Washington 
perhaps looks a little gloomy at the present time, let me say that there 
is No one more optimistic about Washington than I am as far as the 
future is concerned. 

It is my definite feeling, with due respect to the States where the 
various gentlemen come from, that the future, economically speaking, 
of America is in the West and the real future of the West is in the 
Pacific Northwest. With the land sites we have, the possibility for 
low-cost power, we have tremendous potentialities for development. 

We need help, we need it this year, and next year, and I think the 
primary obligation for that help rests on the Federal Government and 
we appreciate the opportunity to present these views and certainly 
appreciate the fine consideration that I know you gentlemen are going 
to give to these and other suggestions expressed before your com- 
mittee. 

The CuarrmMan. Governor, you mentioned a bill which I have in- 
troduced and which we are considering, the Community Facilities 
Act. It provides for long-term loans at low interest rates to munici- 
yalities for the construction of sewers, water systems, streets, public 
fasilinen, and almost anything that the municipalities need at this 
time. 

What is your opinion ? 

Governor Rose.tiini. We would favor that. We have a brief on it 
here. I have had a chance to glance at it a little, Mr. Spence, and 
I think it would be of tremendous help to the different municipalities 
in our State of Washington and different local government units 
throughout the State that are desperately in need of help. 

I know it would stimulate activity in those different areas and we 
very heartily endorse it. 

The CrarrmMan. Have many of your cities now formulated plans 
to proceed under that act ¢ 

Governor Rose.iini. Yes, they have. 

I should point this out, perhaps, with reference to that: We have 
a new department in the State of Washington that I advocated some 
time ago and recommended to the legislature that it be created and 
that many of the States had and we didn’t and that is a department of 
commerce and economic development, one division of which is for 
the purpose of assisting local communities in their planning and to 
take advantage of such matters that you, Mr. Chairman, pointed out. 

The Cuatrman. Is there a constitutional limitation on the indebted- 
ness that the cities may incur in Washington ? 

Governor Rosexiint. Yes, I believe there is, Mr. Spence. 
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The CuarrmMan. Under this act, if the city is not able to make a 
direct loan, many of these projects are revenue-producing projects 
and revenue bonds may be issued, instead of direct obligations of the 
city. 

Don’t you think that might be resorted to in many instances when 
they are having difficulty ? 

Governor Rosreiirn1. I am sure that many of the cities and com- 
munities, and also the counties for that matter—we have a county 
system up there, 39 counties—would take advantage of such act. 

They have authority, of course, to levy revenue bonds. In answer 
to your question, I am sure there is a constitutional provision on the 
amount that they can, but within this limitation, I think many of 
the cities would take advantage of it and it would stimulate activity in 
that particular locality, I am sure. 

The CHarrman. You mentioned agriculture. Is agriculture suffer- 
ing in your State? 

Governor Roseiiint. Yes, it has. Not to the extent that industry 
generally has, but it has suffered in some areas of the State, yes. 

The Cuamman. Your largest industry is the lumber industry, isn’t 
it? 

Governor Rosetiint. Yes, and then aircraft. Boeing Aircraft em- 
ploys about 60,000 people. 

The CHarrmMaAn. Has any of that unemployment relating to the 
lumber industry resulted from labor-saving devices and improvement 
of machinery ? 

Governor Rosettrnt. I don’t think too much of it has. The prin- 
cipal reason, we felt, was the money policies last year that restricted 
credit to the extent that construction stopped, of course—it didn’t 
stop, but slowed down considerably. I think that was the principal 
factor in our declining lumber market. It hurt Oregon and Wash- 
ington both. Weare both dependent on lumber. 

The Cuarrman. Percentagewise, what is the unemployment situa- 
tion in Washington ? 

Governor Roseiiint. About 9 percent at the present time. 

The CratrmMan. Your labor conditions are about as high as any 
of the States, aren’t they ’ 

Governor Rosetiint. It is among the top of the States, pretty close 
to the top. 

The Cuarrman. What is the tendency now? Is unemployment in- 
creasing ? 

Governor Roseiirnt. No, in the last several weeks things have been 
looking better. Of course, a lot of it is due to seasonal pickup. We 
don’t see, particularly, any permanency to it. My opinion would be 
that probably things would level off probably on the same basis as 
we are now for the rest of this summer, perhaps, unless something is 
done about it. 

The Crarrman. What has been the percentage of failures in the 
State of Washington ? 

Governor Rosretirint. It has been on the increase, of course, the 
failures have. 

Do you know the percentage ? 

Mr. Grovinr. Not exactly, but the business closures have exceeded 
the new birthrate of business, particularly in the last 11 months. 
This is a new trend, in our State anyway. 
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The Cuarrman. You think that that is due largely to the fact that 
they can’t get the necessary funds that otherwise would be obtained ? 

Governor Roserzint. I think very definitely that a good deal of 
it is due to that reason. Many of them have attempted to get funds 
that I know of personally and just have not been able to. ‘They have 
not been able to expand, they have not been able to keep up their in- 
ventories and just have not been able to get the financing necessary 
to permit them to step up the activity that they may have had a 
market for. 

The CHatrman. Are they the character of industries that would 
justify the lending institutions making them a loan ? 

Governor Roset1in1. Yes, many of them would. 

The Cuarrman. That is due to the tight money market ? 

Governor Rosettrnt. That has been our feeling, yes. 

The Cuarrman. Dr. Talle. 

Mr. Tatie. Thank you, Mr. Chairman, and thank you, Governor, 
for your statement. You have a beautiful name. 

Governor Roseiirt. Thank you, Mr. Talle. I forgot my rose. I 
usually have a rose to identify the name. 

Mr. Tauie. As a businessman, if you were borrowing money, you 
would borrow, other things being equal, at the lowest rate? 

Governor Rose.iint. Yes. 

Mr. Tarte. That leads me to a correction of the record of yester- 
day, in which the gentleman from New York, Mr. Multer, said in 
reply to the statement of Governor Williams of Michigan: 

You are quite right, Governor, and a complete answer to the question you 
were asked— 
and I was the one who asked the question— 


inferring these loans are going to take money out of the private lending market, 
» 


it is answered on page 3 of the bill- 

to which I shall quickly refer— 

which you referred to, the Spence bill, where it says in so many words that no 
financial assistance shall be extended under this section, note, unless the finan- 
cial assistance applied for is not otherwise available from private sources. 

End of Mr. Multer’s statement. 

Mr. Multer stopped at the wrong point. He stopped before he 
reached the heart of my statement. See page 3 of the bill: 

No financial assistance shall be extended under this section, unless the finan- 
cial assistance applied for is not otherwise available on equally favorable terms 
and conditions. 

Now “on equally favorable terms” are the significant words, because 
if the Government will lend at 2 percent, would get it here. If 
you had to go to the private bank and pay 3 and you were an able 
businessman, you would come to the Federal Gover nment for it. 

My point is that unless we are realistic about these things, all we 
will do is to shift the load of financ ing from the private market to 
the Federal Government with no creation of new jobs and, of course, 
jobs we do want. It is jobs we want. So. Mr. Multer’s point falls 
to the ground and the confirmation and underwriting by Governor 


Williams falls to the ground by the same token, because he agreed 
with Mr. Multer. 
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Governor Roseitz1n1. I have no quarrel with the principle you 
have laid down, Mr. Talle, but the problem is; if you can’t get it from 
private industry, where are you going to get it if we don’t get by some 
provision from ‘the Federal Government ? 

Mr. Tate. That is all right, but the point is, we must be realistic 
about these matters. That is my whole point, Obviously we 
shouldn’t attempt to load more onto the National Government, the 
Federal Government, than is necessary. 

So many things are being done, and I am sure in your State, Gov- 
ernor Rosellini, many things = being done and your issues are tax 
exempt, both statewise and local. You do a lot of things, and you 
finance them all on the best terms ote can get. 

My point is that if we were not realistic in establishing rates, all we 
do is shift local financing to the Federal Government, which just 
isn’t good business. 

Governor Rose.urnt. I have no quarrel with that position at all. 

Mr. Taiz. Thank you, Governor. 

I wouid like to refer to one more thing. On page 2 at the bottom, 
you say: 

At mid-March, total unemployment was almost 95,000, down about 9,000 from 
February but 30,000 above March 1957. Both in volume and as a percentage of 
the labor force, unemployment was at its highest March level since 1950. 

I am sure that is accurate. The Korean war came along as a police 
action to bail that situation out and I am sure you, Governor, will agree 
with me that we don’t want to bail anything more out that way, we 
want to promote our prosperity under conditions of peace. 

Governor Rose.ttint. We are in agreement on that, Mr. Talle. 
Certainly, that is most correct. 

Mr. Tatitz. Thank you Governor. I have had some happy times 
in the State of Washington. It is a glorious State and I am glad to 
have you here this morning. 

Governor Rosetzrnt. Thank you for your kind remarks about our 
beautiful State. 

The Cuatrman. Mr. Brown. 

Mr. Brown. During the last 5 years, dividend income has gone up 
36 percent. Interest income has gone up 6 percent. Wage income 
has gone up 27 percent. Farm income has declined about 20 percent. 
Don’t you think we ought to do something now to help the rural areas 
that are suffering from ‘unemploy ment and are suffer ing economically ? 

Governor Roseuiint. You mean from the standpoint of the farmer? 

Mr. Brown. Yes. His income has gone down 20 percent. 

Governor Roseitint. Yes; I appreciate that. Of course, we have 
favored 100 percent parity price supports. When I say “we” I mean 
I have and we have been on record on that right along. 

Mr. Brown. I didn’t understand you. 

Governor Rosetiint. We favor very definitely some help to the 
farmers, as you pointed out. In our rural areas, we have large farm- 
ing areas in our State and many of those areas have suffered very sev- 
erely and I feel that we should have one hundred percent. price 
supports. 

Mr. Brown. I think it is very important that we should provide 
some plan whereby the unemployed will find jobs within the Nation. 

Mr. Berrs. You made some reference to industrial development 
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groups. Would you care to comment on the activities of these groups 
in your State? 

yovernor Rose.uini. Yes, I will be happy to. We have, of course, 
tried to do this in our State: We are a comparatively young State. 
Of course, I had felt that one problem that we have had in the State— 
and it is emphasized now more than it ever has been—is the fact that 
we have not taken advantage to the extent that we should of the re- 
sources that we have in expanding our economic base or probably I 
should say our industrial base. 

We have been, probably, I think too dependent in the past on the 
2 or 3 items that we mentioned here, defense industries, lumber, and 
agriculture. 

For the purpose of doing something about it, as I mentioned a little 
while ago, we have created this new department of commerce and 
economic development that works a little different than in most States. 
I set it up on the basis of 3 different divisions, 1 for research, 1 for 
tourism, and 1 for industrial expansion. 

Our purpose, of course, is to do the thing that you pointed out, to 
try to assist the local areas to develop themselves and, of course, not 
only bring in the industry but help the industries that exist in the 
various areas at the present time to expand. 

The act only went into effect last April. It is in effect now. We 
have Mr. Kreager who used to be with the Federal Government who 
is now director of the department. It is just getting underway. 
We expect in the future it will be of tremendous help to local devel- 
opment in the various areas of the State. However, it is a long-range 
pull. As I pointed out awhile ago, I am not fearful. I am com- 
pletely optimistic about the future of Washington State. We are do- 
ing everything we can to step up the economy to expand the industrial 
base that we have at the present time, but we are in a period now that 
I feel, to a larger extent, was caused by the Federal Government and 
that we need some help on. 

Mr. Bertrs. The New England States have organized these indus- 
trial development organizations on a State level acting as lending 
agencies. Have you explored that possibility in your State? 

Governor Roseiiint. We are doing it. We are doing it to some 
extent. We don’t, of course, have funds, ourselves, to loan to local 
authorities. 

Mr. Berrs. These are private? 

Governor Rosre.tuint. Oh, private, yes, we are doing that now 
through this department. 

Mr. Berrs. As lending agencies? 

Governor RoseLiint. Yes; we are w orking on that now. 

Mr. Berrs. Have you found much partic ipation on the part of in- 
dustries in that development ? 

Governor Rose.iint. We have been able to be of some assistance, 
yes. We have just gotten into it, because actually it took us some 
time to set up the Department in view of the fact that I had difficulty 
in finding the type of fellow I wanted to head it. We didn’t get 
started actually until last November. But we are, through this 
Department, working on that very thing and have already had some 
success. 

Mr. Berrs. Thank you. 

The Cuarrman. Mr. Patman. 
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Mr. Parman. Governor, I noticed in your statement that there are 
95,000 unemployed in your State and yet about 5,000 skilled workers 
are needed now. That is quite a unusual situation. I think your 
comments are worth while and helpful on that point, as well as on 
others. Of course, we all agree that the farmers are in a depression. 

Would you consider the lumber industry in a depression or reces- 
sion ? 

Governor Rosgetuint. Well, my expert here tells me that we would 
classify it as pretty much in between. 

Mr. Parman. Pretty much in between ? 

Governor Roseiirni. Yes. 

Mr. Parman. You see, I consider that we have a depression in our 
country in very important segments of our economy. For instance, 
agriculture, small business, home builders, the unemployed, the coal, 
textiles, and railroad industries, and the automobile industry from 
manufacturers to distributors are in a depression. So that makes : 
large part of our country in a depression, doesn’t it ? 

Governor Rose.uint. True. 

Mr. Parman. And you will admit that all of those are in a de- 
pressed condition ? 

Governor Rosetiint. Yes; they are. There is no question about 
that. 

Mr. Parman. Governor, I think consideration should be given to 
the monopolistic situation that is really ruinous to our country. So 
many concerns are just gobbling up or absorbing their competitors and 
other firms in some nonrelated business. Monopoly is operating to 
destroy economic opportunities for the people. I just wonder if that 
is related to our juvenile problem today. 

I can see that the young people are thinking of the future. Their 
parents don’t have an opportunity for real independence, nor do they 
have a small business as they used to, where they could have their 
children working with them and their children could have something 
to look forward to. They don’t have that opportunity now. 

Furthermore, these young people looking into the future can see 
that they don’t have the opportunities that young people used to have 
and possibly they have a feeling of futility whic +h would lead into be- 
wilderment, confusion and finally desperation. 

I am just wondering if we are doing enough to guarantee that 
our country remains the land of opportunity, as we have had in the 
past, and if we should not give more consideration to the monopoly 
problem? Do you see anything to that argument or do you have any 
suggestion for our consideration ? 

Governor Rosetti. Yes: Ido. I personally, before my inaugura- 
tion as Governor, as a member of the State Senate, considered that 
at various phases during my service in the Senate. I felt that there 
was a real danger, and, of course, we did do some things legislative- 
wise along the lines that some of the other States and the Federal 
Government had done. 

We passed the so-called Unfair Practices Act in 1939 in, I think, 
my first session in the legislature, and tried to do what we could to 
control that. I appreciate the fact that we are torn between two 
problems there, a question of prverens and a question of going ahead 
as big business is going and as we want it to go, and whether they 
get. too far, so as to affect the situ: c on that you pointed out. 
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I don’t know where the proper balance should be, but I feel, as 
you point out, Mr. Patman, it is something that in the future we 
should look into. 

Mr. Parman. It cannot be solved quickly. I agree with you, but 
I am afraid the trend is galloping to oe ‘We have had 1,500 
automobile manufacturers in this country but today we only have 5, 
and 2 are dominant. 

Take the milk business that delivers milk to the homes, 10 concerns 
have over half of that business and 3 have over a third of it. 

Take the bakery business, it has gotten into the hands of a few 
people. Monopoly is destroying opportunities for young people and 
I can see where they have a feeling of futility which leads to confusion 
and ultimately desperation and juvenile delinquency and all kinds of 
juvenile crime. 

I feel that you agree with me that that is a problem that should 
be considered in connection with the monopoly problem. 

Governor Roseiiint. No question about it. As 1 say, I personally 
have considered it and tried to do something in our State. I don’t 
know, I can’t give you even my answer at “the present time as to 
what the proper balance would be in my opinion, but I certainly feel, 
as you point out, that it limits job opportunities for young people and 
opportunities for the future and it is something that certainly de- 
serves the consideration of Congress. 

Mr. Parman. I believe we can start, if we will, by just reserving to 
local people the opportunities that we know they can fulfill in their 
local communities. In other words, instead of having a huge branch 
banking system from San Francisco and New York City that is owned 
by one group we should preserve the independence of unit banks in the 
local communities, locally owned by local people, locally conducted 
by local people, and we should have the same independent local units 
in other businesses, where there are people in the local community who 
are willing and anxious to carry on the local business in the local com- 
munity. Don’t you think it would be a good idea to start with that 
premise ? 

Governor Rosreiiit. I think it would be excellent. I think any- 
thing we can stir up on a local basis to achieve the objective that you 
point out, would be excellent. 

Mr. Parman. I know that we need large business, big business. 
I am not opposed to big business. I am opposed to big businesses 
using their weight to destroy the little fellows. We need big business 
in this country. It serves a very useful purpose, but we don’t need 
it in local small business than can and would be undertaken by local 
people if the opportunities were there. 

My time has expired. 

The Cuarrman. Mr. Mumma. 

Mr. Mumma. Governor, I have a very high opinion of the State of 
Washington. I was out there with the Forestry Department. I 
happen to be interested in Forestry. You havea wonderful State. 

I also have been listening to the weather reports. Do you have 
more than normal rainfall out there? 

Governor Rose.iint. We have had one of the mildest winters that 
we have had for years that I can remember and probably less rainfall 
than we normally have. 
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Mr. Mumma. In those areas you don’t get the rain from the ocean. 
Is that what you mean ? 

Governor Roseiirn1. We have not had the rain throughout the 
State to the extent that we have had in the past years and we have 
had virtually or practically no snow at all. None on the west coast 
at all. 

Mr. Mumma. I thought that with lumbering being one of your 
main interests, abnormal weather essentially would make it appear 
worse than normally. I am trying to find some excuse for these 
figures being a little abnormal as far as outdoor employment is con- 
cerned this year. I know in the East it has been. Governor Harri- 
man admitted that. It always seems to be raining out in Washington. 

Governor Rosetirnt. Well, we will have to quarrel with you on 
that, because we think we have some wonderful weather there, but 
we do get more rain than most States, but I would say that the we: ither 
conditions during this period that we are talking about have not 
contributed in any sense to the unemployment situation. 

As a matter of fact, the good weather has helped us. Things would 
be, I think, much worse, had we had the bad weather that sometimes 
we have had. Had we had big snow even for a week or so, I am 
sure it would have been—it would have put us in a more serious con- 
dition than we are today. 

Mr. Mumma. More serious? 

Governor Roseiiint. Yes, more serious. 

Mr. MumMa. There is another factor in these figures on unemploy- 
ment that always gets me. They say “Figures don’t lie,” but there 
are different kinds of people who do figuring. In the Boeing plant 
they have 60,000 there. I imagine there are a lot of women there. I 
understand from national figures that there are 40 percent of the 
married women employed all over the country. I understand that 
Boeing is running full force. 

Take in other industries, a married lady being laid off and her 
husband is still working, that family is not a total casualty, are 
they ? 

Governor Rosetirint. No, they are not. 

Mr. Mumma. In other words, I just wonder how much that affects 
the unemployment in the country. Normally if those women were 
laid off one at a time over a period of time there would be no fuss 
about it. They would sort of expect that. It does seem to me that 
that affects the employment a lot. 

I know in our government installation at Harrisburg, married 
women worked there in no greater proportion than any other, but 
now and then you find a poor widow with 3 or 4 children who is laid 
off. She comes to me and wonders why that would be, as right across 
the desk, there is a married woman who is working and whose husband 
works there. 

It does present some sort of a problem. 

Governor Roseiiint. Yes, it could cause some problems. Of course, 
far be it from me to advocate that women should not work. 

Mr. Mumma. I am careful of my remarks. 

Governor Rosetirnt. I appreciate that. 

I do want to say this, probably to indicate my feeling, as soon as I 
took office last year, I put into e fFect—we have 15,000 or 20,000 people 
in State government—with the exception of a few isolated cases, we 


LEGISLATION TO RELIEVE UNEMPLOYMENT 337 


have not more than one member of a household working in the State 
government. That prohibits two from the same household from 
working for any of the State agencies, and that is based on some of 
the things that you pointed out. 

Mr, Mumma. Yes, spread the work around. 

Governor RoseL.tnt. Yes, we follow that pretty rigidly. With 
very few exceptions, we have made exceptions where the husband 
worked as a guard, but with very few exceptions we have followed it 
pretty rigidly. 

Mr. Mctrer. Governor, I, too, have been in your beautiful State 
and possibly feel a little akin to your lumber business. I lost some 
money in the lumber business. I don’t blame it on the venture, but 
on the times. 

As long as 2 people take the same state of facts and each arrives 
at a different conc lusion, we will have 2 political parties in this coun- 
try and that is the difference between the ranking minority member 
of this committee and myself. 

He read to you a part of what I said to Governor Williams yes- 
terday. He did not read this statement : 

So first you must seek from private sources the loans and if you can’t get it, 
then the Government must step in and lend it. 

That is what I was referring to, after having read part of this bill 
that you and Mr. Talle referred to this morning. 

Then I say: 

There is nothing wrong with that and there is no interference with the private 
enterprise system in that philosophy, am I right? 
to which Governor Williams answered— 

I think you are 100 percent right. 


What do you think, Governor? Is there anything wrong with 
that ? 

Mr. Tatie. Why don’t you read the really important words in the 
bill, Mr. Multer ? 

Mr. Mumma. I don’t think the Governor should be the third party. 

Mr. Muurer. We won’t make you the umpire in this, Governor. 
This points up the difference between the political philosophies of the 
two parties. Mr. Brown indicated it very clearly when he stated to 
you that from 1951 to date, dividend income has gone up 36 percent, 
personal interest income has gone up in the same period 60 percent. 
Nothing else in the country has gone up that much and this admin- 
istration, being so anxious to help the big-moneyed interests and the 
big-banking interests of the country concerns itself only with their 
problems. 

If they can stop you from getting cheap money in your State, they 
are going to do it. They prefer to force you into the money market 
and float tax-exempt bonds at high-interest rates rather than permit 
you to come to Washington and get it at low-interest rates. 

Bear this in mind, too—and I am sure you know this. With the 
exceptions, we have some $280 ae of Government debt. It varies 
up and down. During the last 2 years it has not gone under $270 
billion. Of that, less than $25 billion of that debt is owned by the 
Federal Reserve banks of the country. So that if we take out abont 
10 percent of the national debt, all of the rest of the national debt 
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is owned by the country, by the private interests of the country, the 
bankers, the big companies and those who can afford to buy bonds. 

Surely, you will agree that those people who are buying those 
bonds are the private enterprise and the private people of the country. 

If we are to finance these programs that are called for by these 
different pieces of legislation, we can do it by borrowing by the 
Federal Government. The Government will get that money by sell- 
ing bonds to the banks and individuals and at low rates, I hope, if 
we can have our way. Then your State, my State and ‘the rest of 
the country and the municipalities can take advantage of that low 
interest rate, borrowing the money from the Federal Government 
and paying it back to the Government, which, in turn, is borrowing 
it from the people of our country. 

Is there anything wrong with that, sir? 

Governor Rose.iint. No; there isn’t. Let me say this, without 
getting into the middle of a debate or trying to referee one. Let me 
just say, as a matter of principle, without going into the merits of 
the bills, as I pointed out in my statement, I don’t feel qualified to 
go into details, but I have felt that actually the responsibility for the 
condition of the country as it is today rests squarely upon the Fed- 
eral Government. Their money policies, their failure to—well, just 
generally their money policies as of last year, I know have adversely 
affected our State of Washington and I feel that they affected the 
country. 

Without going into detail, I think there is a responsibility from the 
Government when any segment of our economic population is ailing, 
to do something about it. 

As I pointed out a while back, the last time I was here, I was glad 
to see that finally the national administration woke up some time back 
here, but they woke up too late. I am not trying to pat myself on 
the back, but as I pointed out in my State, we saw signs of this thing 
in our little State of Washington last May and did something about 
it, everything we could, except to call a special session of the legisla- 
ture and we didn’t do that because we don’t have any money to do 
anything with. But we did recognize it and spotlight it to ourselves, 
to all the governmental agencies, called a conference of labor and 
management for the purpose of stepping - anything we could for 
that purpose. 

I fee] the National Government was negligent in not recognizing 
this and doing something about it, moneywise, and some of these 
other matters at that particular time. 

Mr. Mutter. Many of my colleagues jomed me in pointing to 
those same situations that you had in mind and pointed out the dan- 
gers of recession and depression that we were likely to run into. 
All we could get from the administration down here was that we were 
prophets of gloom and doom. The prophecies are coming true. The 
gloom is still with us. When the voters lower the boom in November 
I hope the doom will be with them, whose only remedy is name-calling. 

The Cratrman. Mr. Bass. 

Mr. Bass. No questions. 

The Cuatrman. Mr. Addonizio. 

Mr. Apponizio. Thank you. 

Governor, I am very happy and pleased to see you here this morn- 
ing. I think the committee owes you a vote of thanks for making 
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this trip across the country to come here for this brief appearance 
before our committee and presenting this very fine statement, one 
which I think is informative and certainly helpful to our committee. 

Governor, I believe in answer to a question from the chairman you 
indicated that you supported a community facilities loan program. 

Governor RosELuini. Yes. 

Mr. Apponizio. I don’t know whether you are avane of it, but the 
Senate has already passed a bill which ¢ ‘alls for a 314-percent interest 
rate. The chairman’s bill calls for a 3-percent interest rate and Con- 
gressman Rains and I and some others of the committee have intro- 
duced legislation which would call for a 2-percent interest rate. 
Would you care to comment upon which one of those bills you would 
favor? 

Governor Rosreiuini. Well, of course, being human, and with con- 
ditions as they are at the present time, I would favor the lower rate. 

Mr. Apponizio. In view of the Senate action of 314 percent, don’t 
you think that the House would be in a much better position to come 
out of conference with the Senate, with something like 214 or 3 per- 
cent if we enacted the lower interest rate of 2 percent over here. 

Governor Rose.uini. Yes. 

Mr. Apponizio. Now, Governor, one of President Eisenhower’s 
chief advisers, Arthur Burns, former Chairman of the Council of 
Economic Advisers, recently wrote a book entitled “Prosperity With- 
out Inflation.” 

Now, it strikes me that that was the wrong title, taking the present 
economic situation into account. 

In the present situation we have a recession, with growing unem- 
ployment, and yet prices do not go down. Don’t you think that Dr. 
Burns should more appropriately have entitled his book “Inflation 
Without Prosperity,” because that, it seems to me, is what we have 
under the present administration. Would you care to comment on 
that ? 

Governor Roseiiint. | think that somebody pointed out that the 
figures speak pretty well for themselves and that is exactly the situa- 
tion we are in at the present time. We have inflation and in spite 
of the intent, which I assume was the intent of the Federal Govern- 
ment last year on their money policy, it didn’t help the inflation 
situation at all and yet we certamly got ourselves into a recession 
rather than prosper ity, so LT would agree with your statement; yes. 

Mr. Apponizio. Thank you. No further questions. 

The Cnamman. Mr. Henderson. 

Mr. Henperson. Governor, is any of the difficulty that the lumber 
industry is having in vour State attributable to the import of lumber 
from other countries ? 

Governor Rosetuint. We have had instances where that has oe- 
curred. It has hurt us at times. We did have one that we fortu- 
nately were able to stop a while back. I think it was 32 million 
board-feet, plywood, that the Corps of Army Engineers were bidding 
on. There was a very definite danger that the Canadian lumber mar- 
ket would probably furnish the lumber, so we did ask the Secretary 
* Labor to declare the State of W ashington a labor surplus area and 

gave us that percentage advantage and as a result we obtained quite 
a bit of the lumber order. It has been somewhat of a handie ap, yes. 
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Mr. Henverson. We hear from some of our colleagues, from the 
Pacific States, of the harm which is coming to the lumber industry 
from import of lumber from abroad and, also, threat to the fishing 
industry from the fish being brought in from abroad. 

Does Washington have a - substantial fishing industry ? 

Governor Rose.int. Oh, yes, quite substantial. Foreign compe- 
tition has been a real threat to fishing and to a lesser degree to lum- 
ber, particularly with the Japanese on fishing. 

Mr. Henverson. Now Governor, turning our attention to another 
item of your testimony here, I have noticed a reluctance on the part 
of States to enter into a field in which there seems to be some possi- 
bility that the Federal Government will enter. Now, suppose you 
had a pronouncement from the Congress of the United States that it 
would not do anything in the unemployment compensation field. 
What would the State of W ashington do? 

Governor RosExxint. It is hard to say at this point. The only 
thing we could do in that particular field would be to call a special 
session of the legislature, to see whether the legislators would ap- 
prove an extension on the State basis. Outside of that, of course, we 
don’t meet until January. One of the subcommittees of our legisla- 
tive council is now studying the Employment Security Act which we 
now have in the State of Washington, from the standpoint of deter- 
mining from a State standpoint whether it should be extended and 
increased. If the Federal Government took the position which you 
say, which we hope, of course, that they won’t—if Congress does, then 
we would have to consider, from the standpoint of the State, whether 
it would be advisable to take the action that I just indicated. 

Mr. Henverson. Would it make any difference in the point of view 
of costs to the State of Washington whether the State of Washington 
handled that situation, itself, or whether the Federal Government 
did ? 

Governor Rose.iini. As far as costs, you mean the administrative 
costs ? 

Mr. Henoerson. Any of the costs. 

Governor Roseiirnt1. Well, if the money came from the State, nat- 
urally it would make a substantial difference. It might jeopardize 
our fund. Extended or increased benefits would mean an increase 
on the part of the employers’ contribution. 

Mr. Henperson. That would be necessary in any event, would it 
not ? 

Governor Rosetirnt. Well, you mean whether the Federal Gov- 
ernment did it or we did it? 

Mr. Henpverson. Right. 

Governor Rosetiint. It depends. It depends which way the Fed- 
eral Government approached it. If my figures are not wrong, the 
Federal Government has gained $1,800 million, as a result of the con- 
tributions they have received from the employers, I believe, since 
1937 or 1938, somewhere along in there. The money has gone into 
the general fund now, I believe. Properly so, in my judgment, the 
Federal Government has an obligation—that money was paid for a 
certain purpose—to see that the payment is made. With that. in 
mind, it would be a matter of policy for the Federal Government to 
determine whether they would pay the cost of increased benefits out 
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of the money that they have acquired or whether it should come from 
an additional increase in the employer’s contribution. 

Mr. Henperson. Thank you, Mr. Chairman. 

The Cuarrman. Mr. Barrett. 

Mr. Barrerr. Very happy to have you here, Governor. You made 
a very fine statement. 

Governor Rose.azint. Thank you, Mr. Barrett. 

Mr. Barrerr. When the bill to increase the compensation benefits 
to 39 weeks was discussed. I notice in your statement you were will- 
ing to go as high as 42 weeks. There is a lot of opposition to this. 
The representatives from the employment groups strenuously ob- 
jected to the Moss bill which was endorsed by the Greater Washing- 
ton Central Labor Council of the AFL-CIO. The statement from 
EK. H. Pritchard, Merchants and Manufacturers Association, said: 

It is becoming increasingly more difficult for employer-member firms to stay 
in business in Washington and one important reason for this is the higher un- 
employment compensation rates. Walter J. Mason of the AFL-CIO pointed out 
that the District’s unemployment compensation reserve fund was over $57 


million or enough to pay benefits for 10 to 15 years, even if there were no 
income at all. 


Do you have a substantial unemployment compensation reserve 
fund ? 

Governor Rosetirnt. Yes. In round figures, around $200 million 
reserve fund at the present. time. 

Mr. Barrerr. Would these proposed additional weeks exhaust your 
reserve fund substantially ? 

Governor Rosetirnt. No, it wouldn't. 

Mr. Barrrrr. Would the insurance companies suffer any hardship 
or complain if the Government extended unemployment benefits for 
another 16 weeks ? 

Governor Rosetirnt. You mean if the Federal Government extended 
another 13 or 16 weeks—— 

Mr. Barretr. Yes. 

Governor Rosrtiint. I can’t see any basis for complaint. 

Mr. Barrerr. But you feel it should be extended, if necessary, to 
42 weeks ? 

Governor Rose..int. I would say at least 13 additional weeks. 

Mr. Barrett. 13 or 16? 

Governor Roseturnt. I think 13 would be proper. 

Mr. Barrerr. You would rather go along with the provisions con- 
tained in the Moss bill ? 

Governor Rose.uint. Correct. 

Mr. Barrerr. Governor, do you feeel the recession has reached the 
bottom ? 

Governor Rosriirint. As far as our State is concerned, it is my feel- 
ing that may be true. 

Mr. Grovine. May I answer a part of this question, Mr. Chairman ? 
We in the State are now running at about 60,000 unemployment in- 
surance claims, about 87,000 total unemployed. We have probably 
reached the bottom of the downturn, and except for seasonal fluctua- 
tions the economy should remain on a plateau for the rest of the year 
of 1958. However, we will run about 20,000 to 25,000 more unem- 
ployed throughout the year than we did last year. 
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A significant point, and one that we discussed this morning, was that 
2 weeks ago the unemployment insurance load dropped 5, 000. Almost 

2,000 of those were people who ran out of entitlement, so that all of 
the decline does not reflect a genuine drop in unemployment. Last 
month as we left Olympia the reduction was 625 out of a total of some 
58,000, and during that same week 1,500 people ran out of entitlement, 
indicating that we probably had a net gain in unemployment. 

Mr. Barrerr. Would you say that this downward frend has been 
tentatively stopped because of seasonal work ? 

Mr. Grovine. That is right. 

Mr. Barrerr. Will it rise again when the student body comes out on 
the labor market ? 

Governor Rose.xrnt. It is apt to go up this fall or winter unless 
the economy is stimulated in some way. 

Mr. Barrerr. Governor, the latest figure show 5.2 million unem- 
ployed and 2.3 million forced to work only part time. Another 
disturbing statistic is for March the number of unemployed for 15 
weeks jumped by more than 300,000 to a post-World War peak. Don’t 
you agree that this is a very serious thing ? 

Governor Rosexiint. I think it is extremely serious and we have 
felt that for some time. I think, as I pointed out a little while ago, 
the time is long overdue when somebody should do somehing about it. 

Mr. Barrerr. Thank you. 

The Cuarrman. Mrs. Sullivan. 

Mrs. SuLiivan. Governor, it is a pleasure to have you here. 

Governor Roseiiint. Thank you, Mrs. Sullivan. 

Mrs. Suniivan. Governor, language on page 8 of H. R. 6215 pro- 
hibits the use of any plant loan obtained under the depressed area 
program from being used to transfer factories from one section of the 
country to another. 

I think we all agree that we are not going to cure the present reces 
sion by moving industries around from one area to another. Are you 
satisfied that this section is strong enough to see that this does not 
happen? Would you care to suggest some additional language ? 

Governor Roseturni. Mrs. Sullivan, I have not read the act, itself, 
and I am not familiar with the details of it, so I am afraid I would 
not be qualified to comment on the makeup of the act. 

I am concerned with having some legislation to do this general 
objective that we have in mind. Whether the specific act and the 
language in its does the job or not, I wouldn’t be in a position to com- 
ment, I am afraid. 

Mrs. Sutiivan. During some of the testimony that we have had here 
in the past few days, it was mentioned that industry should be brought 
to the people and not the people to industry. This has brought up a 
series of questions in my mind and I think in the minds of many people. 

Assuming that industry pays the rural workers at the same rate they 
pay the city workers, could the plant operate at less cost by moving to 
a rural area, not by cheaper labor, but by less costly land at lower 
taxes and other lower cost factors which might exist in an area, at- 
tempting industrial development on a small scale / 

Governor Rose.iini. I would assume the cost of operation probably 
would be less in the rural area, yes; in most parts of our State that 
would be true. 
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Mrs. Sutiivan. Have you had experience in developing these 
smaller areas and creating industrial areas out of them? 

Governor Rosretuint. We have not had as yet. We are working 
toward it through this new department that I mentioned a little while 
ago. 

Prior to last year, when this new department was in effect, the State 
government had no vehicle or facility to work in this very important 
direction. 

Mrs. Suntivan. Well, what comes to my mind and the point I was 
trying to develop was the possibility of industry opening up branches 
in rural areas and moving into these areas because of cheaper labor. 

Now, I certainly am in favor of assisting communities and encour- 
aging them in bri inging industry into the new area, but not at the ex- 
pense of breaking down our urban areas and exploitation of the wage 
earner by moving industry from a possibly high-pay area into a low- 
wage area. 

Those are the problems that I think must be considered in this dis- 
tressed area bill. 

Governor Rosetuini. Yes. Mrs Sullivan, I am heartily in agree- 
ment with you on that. Weare not interested in seeing industry move 
out to a rural area in any sense if it is going to exploit labor. 

To date, as far as our State is concerned, I am positive that has not 
happened, but I can see where there could be that danger. 

Mrs. Suntirvan. Thank you. Thank you, Mr. Chairman. 

The CuatrmMan. Mrs. Griffiths. 

Mrs. Grirrirus. Thank you, Governor, for being here. 

1 would like to inquire if a skilled woman appears and asks for 
one of those 5,000 jobs, she won’t be denied the job, will she? 

Governor Rosetiint. Not at all. May I point this out: In one of 
my first sessions in the legislature, I was the author of a bill that we 
have had a lot of fun with, equal wages for equal work by women. 
That was in 1941 when we did have a problem and we felt that women 
should be paid on an equal basis if ous were doing the same work, 
and we have that statute in the State of Washington and certainly 
as far as we are concerned, we enforce it, too. 

Mrs. Grirrirns. Thank you very much, I think I better speak 
to this committee right now. 

I have always felt that one of the real signs of recession or depres- 
sion in this country are these letters to the editor that say “The woman 
that works in this job or that job should be laid off and the job should 
be given to a man.” 

I feel personally that one of our real problems in hiring skilled 
teachers today is the result of a foolish ordinance during the depres- 
sion that denied school teaching jobs to married women ‘and in many 
areas fired them, so I think that we are reaping a just reward for 
that foolish action. 

Certainly, the real problem in this country is not to enforce unem- 
ployment on more than 50 percent of the country, but to have enough 
jobs for everybody. 

Would you say, Governor, that the immediate problem of the 
Nation is inflation or deflation, inflation or recession? Which is 
the most pressing in your opinion ? 
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Governor Rose.urnr. Of course, the most pressing is the recession, 
itself. When you have over 5 million people out of work and some 
of them going hungry, that is your No. 1 problem, I think. 

Mrs. Grirrr: irHs. May I ask you what leads you to believe that jobs 
will pick up in the fall, that you have now reached the bottom of the 
depression ¢ 

Governor Rosexuint. I don’t think that I said that jobs will pick 
up. I said “Without some stimulant, I don’t believe they will.” I 
think now, if Congress acts at the present time to stimulate our econ- 
omy through various measures that have been suggested, I think that 
we have a very definite chance to pick up this fall. 

Mrs. Grirrirus. One of the problems of Congress is that on two 
occasions when it has already acted, the President has vetoed the 
action, so we have a few problems. 

Governor Rose.uint. I regret that just as much as many Members 
of Congress. 

Mrs. Grirritrus. I would like to point out that all of last year, I 
believe, steel, which is certainly the bellwether of the economy, oper- 
ated at about 80 percent of capacity. This year it has dropped. Yes- 
terday, the Wall Street Journal pointed out that it was operating 
now at 47.6 percent of capacity. That is the lowest steel production 
in this country in 9 years. The American Iron and Steel Institute 
says that this week it will drop further. 

Governor Roseiurnt. I think that indicates more emphatically than 
ever that we can’t take the attitude of burying our heads in the sand 
and saying “Everything is good”, such as some people have. 

Mrs. Grirritus. I assume that you are saying that the President is 
getting improper economic advice, really, when they say, “Just wait” 
or “Don’t do anything” ¢ 

Governor Rose.uint. That is what has caused today’s trouble. They 

waited instead of acting. In my judgment, they should have acted 
last year. 

Mrs. Grirritus. Thank you very much. Thank you, Mr. Chairman. 

The Cuatrman. Mr. Vanik. 

Mr. Vantk. Governor, I would like to ask you several questions. 
With respect to the issue of steel production, raised by my colleague, 
Mrs. Griffiths, there is an article in the Wall Street Journal of yes- 
terday which indicates that we have more idle steel capacity than 
Russia has in operation, a total of some 70 million tons idle. A state- 
ment was also made by the president of one of our Pennsylvania cor- 
porations to the effect that we would be lucky to achieve a 65-million- 
ton production this year, which is what the Russians expect to produce. 
We may find ourselves, for the first time in history, producing less 
steel than our Russian competitor. Do you think that this recessive 
tendency can have the effect of contagion and spread through the 
countries of the free world ? 

Governor Rosextxirnt. I think it very definitely could have that 
tendency. 

Mr. Vanrkx. With respect to unemployment compensation, what is 
the law in your State with respect to the time at which the worker 
may become eligible? Is it after the first week ? 

Mr. Giovine. After a 1-week waiting period. 
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Mr. Vanix. Now, if he is off a week, and then is called back a week 
and is off another week, does he again have to wait another week / 

Mr. Grovine. No; he serves one 1-week waiting period within a 
benefit year. 

Mr. Vantx. Do you witness any pattern on the part of industry in 
your State to take advantage of that provision of the law and lay off 
for a week, then calling the workers back ? 

Mr. Giovine. We can't s say that there is any deliberate attempt to 
do that, none whatsoever. 

Mr. Vanrk. One other question: Have you any statistics with re- 
spect to production inventories in your State? Are they up or down? 

Mr. Giovinr. We have no reliable statistics on production inven- 
tory. Wecan’t answer that very well. 

Mr. Vanix. We have to rely on our Federal statistics, by and large. 

Mr. Giovinr. Pretty much. 

Mr. Vanik. Is it your considered judgment that the approach to 
this problem must be made at the Federal level rather than the State 
level ? 

Mr. Giovine. On the problem of unemployment insurance? 

Mr. Vanix. Yes. 

Mr. Grovine. Yes; definitely. 

Mr. Vantk. Do you find that the State is unable to cope with the 
problem ? 

Mr. Giovine. Up to a point, we have been able to cope with it thus 
far, statewide. However, it is like other problems that transcend 
State lines and are national in scope and are not problems that we 
can completely solve in Washington. 

Mr. Vantk. How much backlog, or how many projects, or to what 
extent in dollars will your State be able to take advantage of the 
community facilities loan legislation if passed by this Congress, Gov- 
ernor Rosellini? 

Governor Rose.iint. We don’t have any figures that we can cite for 
you, Mr. Vanik, but I know the potential would be very large. 

Mr. Vanrk. If the law were to be passed now, to take effect within 
the 90-day period, how soon would you be able to start taking ad- 
vantage of this law? 

Governor Roseiiint. Oh, immediately. We have the mechanics set 
up to do it through this department that we have established at the 
present time. 

Mr. Vanix. Do you have enough local authorizations and enough 
bond issues to take advantage of the law? 

Governor Rosetiint. I am sure we have. 

Mr. Vantk. I have no further questions, Mr. Chairman. 

The CHatrman. Mr. Breeding. 

Mr. Breeptne. Governor, it is an honor to have you in our com- 
mittee here this morning. You came a long way. I want to join 
my colleagues and compliment you on the fine statement. 

Governor RosetirNt. Thank you. 

Mr. Breeprne. Governor, it has been said that depressions are farm 
bred and farm fed. Don’t you believe that the depression from which 
agriculture has been suffering for the last five years is one of the ma- 
jor causes of our present industrial rec ession, and the restoration of 
agricultural purchasing power would have a lot to do with correcting 
this recession ? 





346 LEGISLATION TO RELIEVE UNEMPLOYMENT 


Governor Roser.int. I think so. Agriculture is the occupation of 
a large share of the population of our State. When that group suf- 
fers, the whole economy sutfers and, when that happens, it follows for 
several years. 

Mr. Brerprna. I believe you were one of those who made the state- 
ment that farmers should have 100-percent parity. 

Governor Rose..ini. Yes. 

Mr. Brereprine. Realizing that the costs of farming are up 25 percent, 
and the income is down 20 percent, I make this prediction: They will 
never solve this recession until they restore the agricultural purchas- 
ing power. 

Governor Roseiiint. I thing it is certainly an important segment 
and should have attention. 

Mr. Breepinc. Would you be in favor of an override of the farm 
price freeze bill which the oe vetoed recently ? 

Governor Roseiiini. I am sorry; I didn’t hear you. 

Mr. Breeprnc. Wou you be in favor of overriding the President’s 
veto on the farm-freeze bill recently ? 

Governor Rosetirnt. Yes; definitely. 

Mr. Breeptnc. You have remarked about rivers and harbors. Of 
course, you know he vetoed that bill, also. Would you favor an 
override on that veto? 

Governor Roseiirt. I would like to see Congress override that 
veto, very detinitely. From the standpoint of our State, it offers a 
very substantial sum that would be of help in many of our areas. 

Mr. Breeptne. A further question, Governor. We have been con- 
sidering some tax relief for small business. Don’t you feel that we 
should allow small business a tax exemption for needed improvements 
in their business ? 

Governor Rosenuint. I think that that is one way of helping small 
business. I pointed out, very definitely, that we do need to give 
help to small business. I think that that would be a logical w ay to 
do it; yes. 

Mr. Breepine. Thank you, Governor. It is a pleasure, indeed, to 
have you here. Thank you, Mr. Chairman. 

Mr. Parman. Mr. Chairman, at the right time I want to be recog- 
nized, briefly, to ask a question. 

Mr. Mumma. Me, too. 

The Cuarrman. We have concluded the hearings. 

Mr. Parman. I would like to be recognized, Mr. Chairman. 

Mr. Tatitr. Mr. Chairman, I have a question. Might I just make 
reference to some of my constituents who are present here today ? 

The CHarrmMan. Yes. 

Mr. Tatur. Mr. Chairman, I am very proud to have in the audience 
today six vigorous, enterprising, young gentlemen from Cedar 
Rapids, Iowa. It is my largest city. It isa highly diversified city. 
It has been honored nationally as “the typical American ¢ ity,” and I 
should like to have these six Jaycees rise and be recognized by the 
chairman and our committee. 

The CHarrman. Will you rise? 

(Applause. ) 

The CHarrman. You are represented by Dr. Talle, with distinction. 
We are glad to have you come here and see the committee session. 
We wish you luck and a happy journey home. 
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Mr. Parman. I share the gentleman’s views concerning Dr. Talle. 
We don’t have a more able or more sincere and conscientious Member 
of Congress than Dr. Talle. He has always worked in the interest of 
the people that he has the honor to represent. He is a very useful and 
constructive member of this committee. 

Mr. Tarte. Thank you, Mr. Patman, for the warm words from the 
State of Texas. 

Mr. Parman. Well, I just speak the truth. 

The CHarrman. Proceed. 

Mr. Parman. Concerning the interest rates, Governor, it is my 
theory that on tax-exempt bonds there should be a limit on what tax- 
payers should be required to pay for interest on tax-exempt bonds. 
We should not permit a tax haven and give encouragement to the 
wealthy of this country to invest in tax-exempt bonds and thereby 
escape all forms of taxation. 

Right now a person with a million dollars could buy Memphis, 
Tenn., 47% percent tax-exempt water bonds and from now on receive 
the equivalent of about $4,000 a month and pay no Federal tax of any 
kind whatsoever. That is true of all bonds that are issued by the 
States, and their political subdivisions, including counties, cities, 
towns, school districts, and so forth, such as books for se -hools, roads, 
drainage, and the like. They are all tax exempt. 

Now, all U. S. Government bonds are taxable except for one issue. 
For nearly 15 years, the Federal Government maintained a rate of 214 
percent on Federal issues, notwithstanding the fact that these bonds 
were taxable. That was done through the exercise of the power of the 
Federal Reserve System. 

Governor Eccles testified one time that the Federal Reserve had no 
trouble in keeping the rate on U. S. Government bonds at 214 percent. 
Bonds did not go below par during that time. Therefore, we demon- 
strated for nearly 15 years during times that were hard and times dur- 
ing war and times of prosperity that we could keep the Government 
bond market stable at 214 percent. 

That being true, it occurs to me that we should return to that theory 
of a stable bond market for two reasons. One is that we should not 

want the taxpayers to pay any more than necessary for their own 
money. After all, it is the Government’s power to create money that 
is being used to create the money with which these bonds are pur- 
chased. 

Another reason is that we shouldn’t have a rate that is so high and 
so attractive to the money lenders that they have an inducement 
against paying off the national debt. I am afraid it has become that 
way. You have not heard any clamor in recent year that we should 
pay off the national debt. We should have clamors like that at all 
times. Actually, we should pay off the national debt and pay off 
some of it every chance we get. 

Now, on the tax-exempt bonds, I think we would be justified 
setting the rates at no more than 2 percent. It can be done. We have 
the power to do it. The Federal Reserve System is ideal for the pur- 
pose. It could function there, the same as it has functioned to hold 
the rate on Federal bonds at 21% percent. Therefore, I am going to 
contend that we should place a limitation of not more than 2 percent 
on the rate at which the Federal Government will take these bonds. 
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After all, to a person in the 50-percent income bracket, that is equal 
to 4 percent. The Federal Government should do some thing to help 
these local communities. We are asking them to do something for 
the Nation, as you aptly and ably pointe ed out. The economic situa- 
tion has become a Federal problem. Because it is Federal problem, 
we are asking the local communities—— 

The Cuairman. Now—— 

Mr. Parman. Wait, this is very important to your bill. You are 
sponsoring the bill. 

The CuatrMan. You have gone beyond the 5-minute rule. Will the 
gentleman yield to me / 

Mr. Parman. I will yield to the chairman at any time. 

The Crarrman. I think we are all in favor of low interest rates. 
The question was whether you would prefer a bill that provides for 3 
percent or the bill that provides for 2 percent. And you said you 
would rather have the 2 percent bill and I think you would. 

Governor Rose.iint. That is correct. 

The CuatrMan. But we have two legislative branches, the Senate 
and the House. The other day the Senate passed the bill. There was 
a bitter fight to reduce the interest rate from 314 to 3 percent and it 
failed. We have to look at this an a practical way. This is not a 
theory, it is a condition before us. We, who represent the cities and 
States, would all like to have lower interest rates. But would you 

rather have a bill with 3 percent or no bill at all? That is the thing 
that presents itself to us and it is all very well for someone to say that 
they gave us a 3-percent bill when they should have given us a 2 per- 
cent bill, but there is no chance of getting a 2 percent bill through the 
Senate in the light of the facts that have been developed. That is the 
question that presents itself. 

I have no doubt that we will pass a bill which provides for 3 percent, 
which is probably the best that we can get, and there will be a lot of 
people say “We have been mistreated by the Congress. We should 
have gotten a 2-percent bill.” 

It is just a matter of common understanding, it seems to me, that we 
can’t get the 2 percent bill through the Senate. 

Mr. Parman. That is the very point on which I want to be heard, 
Mr. Chairman, I am not willing to yield to the people who are money 
managers and who say “We are going to fix a rate at what we say.” 

In the local communities, a large part of the taxes that people pay 
are ad valorem taxes. Where people buy homes and make a small 
payment down, they pay taxes on what they owe, not on what they 
own. A large part of the property tax is paid on the value of these 
mortgaged properties by the people in these local communities. 
Therefore, the Federal Government should do something to make it 
just a little bit more attractive for the local communities to vote those 
bonds, so as to help the Federal Government to improve economic 
conditions. 

We are putting a provision in this bill, as the chairman pointed out, 
that will show the local communities how they can evade their debt 
limitations by issuing revenue bonds that won’t come under that limi- 
tation. We are showing them how under this bill they can evade it, 
but this is not much inducement to them. 

We want to give them a real inducement to vote these bonds to help 
their own communities and help save the country at the same time. 
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The Cuarrman. I want to go as far as we can to get them a reason- 
able interest rate, but the facts are such, it seems to me, that it would 
be impossible to get a 2-percent rate. 

Mr. Mumma. Mr. Chairman. 

Mr. Mourer. Mr. Chairman, on that point, may I say a word? 
I think it is important. 

The Cuatrman. Mr. Mumma. 

Mr. Mumma. Governor, you decided in favor of trying to override 
the President’s veto on the rivers and harbors bill. 

Governor Roseturt. Right. 

Mr. Mumma. Do you realize there are 7 or 8 hundred similar bills 
that have been approved by the committee, by the Corps of Engineers 
which have been laying in the files for years, and do you think it fair 
that 24 of these projects in that list, which he vetoed, were never 
examined by the Corps of Engineers, but they are merely introduced in 
the Congress by Congressmen who wanted a project for their district ? 
If President Eisenhower's wishes had been followed, he would have 
had the power of vetoing separate items in an appropriation bill, but 
they never gave him that power. 

Mr. Mutter. Will the gentleman yield ? 

Mr. Mumma. Yes. 

Mr. Murer. The President has assumed a veto power, even though 
we did not expressly give it to him. He has exercised it many times 
by impounding the funds which we authorized and appropriated. He 
could have done the same thing on that public works bill. 

Mr. Mumma. That is an evasion of the law. 

Mr. Mutvrer. I didn’t hear you tell the President he evaded the 
law when he impounded those founds for housing and for the Defense 
Department. 

Governor Rosevurnt. I might say, Mr. Chairman, that I would not 
debate the validity of any Congressman’ s project. If he puts into 
his bill certain projects for specific areas, the question of whether the 
Corps of Engineers has examined them in detail or not, in my judg- 
ment, would not be too important. I would still feel that if the Con- 
gressman from an area thought the project was needed and Congress 
approved it, I would certainly go along with the bill. 

The Cuatro an. It is time to adjourn. 

Mr. Par MAN. Mr. Multer wants recognition. 

The Cuarrman. We havea ruling here which has been violated. 

Mr. Parman. But to cut off debate wrongs everybody. 

Mr. Murer. Very briefly on this question of the interest rate, I 
think the country at large will be able to very properly find fault 
with us if we do bring in a 3-percent interest bill. The interest rate 
should be 2 percent but certainly not more than the cost to the United 
States Government. 

Isn’t it better if the States and localities can borrow the money 
from the Government at 2 percent and the Government can sell its 
bonds at two percent and get a tax return on it? That is better finan- 

cing than selling tax-exempt bonds at higher interest rates. I think 
if that ar gument is made to the members of the other body, we may 
be able to prevail on them to give these States and munic ‘ipalities a 
lower interest rate. 

Mr. Vanik. They are getting lower interest rates every day. 
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The Cuarrman. In all probability, the bill to be considered will be 
the Senate bill when it comes over here and the House can work its 
will on that bill. 

Mr. Parman., Let’s have a bill that is wide enough. 

Governor Rose.uint. I appreciate the practical considerations that 
the chairman pointed out. I was a member of the State Senate for 
18 years and we were always fighting back and forth on these things. 
Naturally, as I pointed out, I would like to see the lowest r ate, but in 
any event I would like to see a bill passed. 

The Cuarrman. Yes, that is the question. 

We are very glad to have had your views. Thank you for coming 
across the country to give us your recommendations. We hope you 
will have a very happy journey home and warm welcome by your 
constitutents. 

Governor Roseiiint. Thank you, Mr. Chairman and members of 
Congress. May I in closing tell you that while the economic picture 
looks gloomy, the fishing is still good out there. We would like to 
have you come out and visit us..~“Thank you very much. 

The Cuarmman. Governor Knight has wired he cannot come, so 
tomorrow we will have no meeting. 

(Whereupon, at 12:05 p. m., the hearing was adjourned until 10 
a.m., Friday, April 25, 1958.) 
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FRIDAY, APRIL 25, 1958 


House or REPRESENTATIVES, 
COMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 


The Committee met, pursuant to adjournment at 10 a. m., the Hon. 
Brent Spence, chairman, presiding. 

Present: Messrs. Spence, Brown, Patman, Mrs. Sullivan, Messrs. 
Vanik, Rutherford, Coad, Talle, Kilburn, Widnall, Betts, Hiestand, 
Bass, and Henderson. 

The Cuairman. The committee will come to order. 

Governor Knight of California could not be here and he sent his 
statement, which is a very fine statement I think and I ask that it be 
incorporated in the hearings. Without ojection, it is so ordered. 

(The statement of Governor Knight is as follows:) 


STATEMENT OF HON. GOODWIN J. KNIGHT, GOVERNOR, STATE OF 
CALIFORNIA 


Thank you, Mr. Chairman and members of the committee, for the 
opportunity to express my views as Governor of the State of Cali- 
fornia on the serious problem of unemployment which is of deep 
concern to all thinking people throughout our country. Certainly the 
matter of jobs—or the lack of jobs—is not a political issue in the 
partisan sense. To my knowledge, no political party—or individual 
candidate for oflice—has ever been elected to office on a platform of 
“unempioyment”—except, of course, as it might apply to his immedi- 
ate political opponents. 

But in a broader sense, this problem is political as well as economic: 
Political in the sense that no person in public life can in good con- 
science stand aloof from it, or ignore its impact on a large segment of 
the people he represents. It is political, too, in the sense that the au- 
thority and resources of Government may be instrumental in pro- 
viding at least a partial remedy. It is in this latter sense that the 
proposals presently before you raise important issues of public policy 
and interest. 

In your invitation to me to appear before your committee, Mr. 
Chairman, you suggested that I rn my views on two broad mat- 
ters: First, the general problem of unemployment in the State I have 
the honor to serve as Governor; and, second, on the specific problems 
of chronic unemployment in those areas which for various reasons 
have been chronically depressed over a period of some years. 

To understand our problem of employment and unemployment in 
California you must necessarily understand what has been happening 
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economically in the West for a good many years—for several genera- 
tions, in fact. As you know, the pattern has been one of constant and 
often spectacular growth—in both good times and bad. Since the 
outbreak of World War II, we have more than doubled our popula- 
tion in California. If we were to take an annual census, each year 
would show an increase of about a half a million persons—about 5 
out of 8 of whom would be newcomers to the State. And while the 
rate of such migration has changed from year to year (currently it 
appears to have slowed up a bit) the trend has been constant and 
continuous since the days of the gold rush, more than a century ago. 
Today our population is about 14% million; within a decade it will 
pass 20 million. 

All this has meant that our history has been one of new demands 
for services and products, new roads, schools, and other public facili- 
ties. In the last few years, it has meant that each year we have had 
to create about 185,000 new jobs—just to keep pace with the growth 
in our population and our labor force. If our economy added only 
100,000 new jobs in a year, we would fall 85,000 behind. In this re- 
spect we’re a bit like Alice in her Adventures in Wonderland—where 
she has to run in order to stay even. When our rate of new job de- 
velopment declines, our unemployment rises. 

I do not mean to imply that we in the West have been immune to 
the economic factors that have influenced our national economy. Far 
from it. When purchasing power in the East has declined, we have 
lost some customers for our western producers. And when automo- 
bile production or steel production declines nationally, it drops in 
our plants. When credit for new home construction is tight nation- 
ally, our rate of new residential construction drops too. 

But for the most part, our preoccupation has been with the prob- 
lems of growth, of how to keep pace with our ever expanding de- 
mands for goods and services. Our thinking has been in terms of how 
to expand our industrial base, how to stimulate the deve ‘lopment of 
new industry, and the expansion of our present plants. 

We have had our problems of unemployment over recent years, 
and some of them remain with us now. But for the most part, they 
are not those of a chronic nature which have plagued some of the 
labor markets of the East and Middle West. 

One of our persistent problems has been our heavy reliance in 
many areas on industries which are necessarily seasonal in nature, 
many of them geared to the processing of food or the production of 
lumber or other raw materials. E mployment in those areas has a 
strong seasonal pattern, year after year. And its solution or correc- 
tion is not an easy matter. We have discovered very few industrial 
activities with an employment pattern which can fill in the valleys 
without adding to the seasonal peaks of our food processing indus- 
tries. Our most successful approach has been to broaden the entire 
industrial base of the community, and thereby minimize the impact 
of the seasonal swing on its economy. The community of San Jose, 
some 50 miles south of San Francisco, is a case in point. Immediately 
after the end of World War IT they embarked on a well-conceived, 
long-range plan of industrial development, with broad community 
support and imaginative, aggressive leadership. Their success in 
attracting new industry and in expanding their existing plants won 
for them national recognition. 
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A second problem which has disturbed our employment patterns 
in the past few years has been that of sudden and frequent shifts in 
Federal procurement policies, particularly in the field of military 
hardware. I recognize, of course, that military considerations must 
be given the controlling role in these decisions, and that in these days 
of dazzling technological developments, it is not always possible or 
prudent to commit our procurement policies too far in advance. But 
even within these limitations, I believe that we have pursued an unnec- 
essarily erratic course at times. Take, for example, our aircraft pro- 
curement policy during the past year. Some of the cutbacks were the 
result of military choices as they relate to weapons systems. These 
choices were inevitable, and I cannot deny their necessity. But three 
added factors were also present: First, the delay in releasing new 
procurement contracts during the latter part of 1957; and second, the 
cinching down in the progress payments made for work done; and 
third, the stretching out of future delivery schedules. 

The net effect of these changes was to cut our aircraft employment 
in California from 285,000 to 240,000 in the course of a few months, 
with perhaps another 10,000 jobs lost in the subcontract and support- 
ing industries. I understand that there is a substantial volume of 
new contracts ready for release soon. These, plus the growing mis- 
sile program, should help this industry. 

A third problem which has bothered us is more difficult to measure, 
but it undoubtedly has had a substantial impact. This has been our 
changing credit policy. Nationally, it is doubtless true that the tight- 
ening or loosening of rediscount rates has provided a useful brake on 
inflationary trends. But in an area undergoing constant and rapid 
growth, such as the West, we cannot afford to slow down—even tem- 
porarily—the flow of new venture capital into our economy. When we 
do, our population and labor force get ahead of our available jobs, 
and unemployment results. 

Here, then, is where we stand at the moment: In mid-March, we 
estimated total unemployment to be 449,000 of whom just over 300,000 
were covered under unemployment insurance programs. Incidentally, 
California’s program has covered employers of one or more since 1946. 
The remaining 150,000 included laid-off State and local government 
employees, youth and other job seekers without previous work ex- 
perience who recently entered the labor market, job seekers with farm 
and household experience, recent migrants to California from other 
States, and some lacking enough attachment to the job market to 
qualify for unemployment benefits. Also included were an estimated 
13,000 persons who had exhausted their benefit rights and were still 
unemployed. 

This total of 449,000 unemployed represented 7.7 percent of our labor 
force of 5,859,000 persons. It is the highest rate of unemployment 
we have experienced since February 1950 when our total hit a high of 
11.7 percent. 

Our unemployment insurance loads during the past several months 
have been running almost exactly double what they were at the same 
time a year earlier. For the past 8 or 9 weeks, we appears to have 
reached a plateau. Each week there have been from 305,000 to 315,000 
persons actively claiming benefits. 

When we analyze our employment and unemployment figures for 
this past winter, we ae that there have been four substantial, 
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identifiable influences at work which have ballooned our unemploy- 
ment to its current high levels: 

First, the general decline in business activity nationwide has, of 
course, affected us too. This has been particularly true in manufac- 
turing and distributive business. It accounts for some—but not all 
of the increase. 

Second, the general decline in the construction industry, particularly 
in home construction. This decline started about a year and a half 
ago, and while it has not been severe, the sheer size of the indus stry in 

California magnifies its influence on the labor market. Partly 2 
may have been due to the difficulty the large-scale builders faced i 
the recent demand-supply situation; partly it was due to the sihibes 
credit restrictions which had the effect of holding down the demand 
for new housing. It is this slack in the home-construction industry 
which has created the substantial unemployment in Humboldt and 
Mendocino Counties, two of our major lumbering areas. 

A third factor was the cutback in the aircraft procurement program. 
Here the cancellation of some contracts, the stretch-out of others, and 
the changes in the progress payment methods had sharp and some 
times spectacular results. Overnight, we found highly skilled engi 
neers, mathematicians, even atomic physicists dumped on the mi arket 
without warning, as well as thousands of f production workers and 
technicians. In a labor market which bad been soaking up these 
skills like a sponge and crying for more, their sudden release came 
as a shock. Most of those persons in the first layoffs last July were 
reemployed promptly within the area. But as the layoffs spread into 
most of the major aircraft plants in southern California, reemploy 
ment became slower, and unemployment mounted. ‘There is some 
evidence now that aircraft employment has somewhat stabilized. 

A fourth factor has been the prolonged winter and generally in 
clement weather which has — back outdoor activities. Our winter 


rains have been much heavier than normal, and, as you know, we 
have experienc ed consider ib . floodin or in many areas of the State. 
Mur h of the flooding Was in oT ulturs al: as, and « 1\ in the past 


10 days or so have farmers in many ieintens been able to get ma 
chinery into their fields. 

I recite these causes of our current unemployment level to you 

n order to point up the fact that a considerable portion of our prob 
on is temporary in nature. Of course, we will continue to feel 
the effects of the current business recession as long as it continues. 
But aircraft employment did not decline last month, construction is 
beginning to pick up, and good weather will now help farm and other 
outdoor activity. 

But, so long as the business economy is running at something less 
than high gear, we will continue to have serious unemployment, par- 
ticularly in our manufacturing industries. And with a basic industry 
such as steel at only about half capacity, with automobile production 
on an intermittent schedule, and other heavy machiner y and electrical 
equipment considerably below their usual levels, I fear that the 
general recovery of the economic machine will not be rapid and 
spectac ‘ular. 

That does not mean I am at all pessimistic about the future. On the 
contrary. When I see the constant growth we are experiencing in 
California, the accumulating demands for goods and services, and 
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the tremendous task which lies ahead for both public and private 
enterprise to supply them, there is no room in my thinking for any- 
thing but optimism. 

However, there are several things which I believe should be done 
by Government, and done now. They should be done not as an elev- 
enth hour, last-ditch measure against recession, but because they 
make good sense. 

First is the matter of Federal taxation, It has been said that the 
level of Federal taxation borders on the oppressive. I do not concur 
that it is merely bordering. The Federal tax burden hot on the in- 
dividual and on business is oppressive and the greatest single stimulus 
to our entire economy would be a eens tax cut. The reason is 
twofold: Workers in lower income brackets are forced to use their 
entire take-home pay for necessities. By easing their tax burden 
we would increase their take-home pay, improve their livelihood, and 
put more money into the general economy. On the other hand, the 
tax burden on investors and jobgivers has been such that they have in 
many cases felt the need for cutting back at the very time that we 


would hope that they were planning for an increase in business ac- 


meer This is demonstrated, too, by observing that there has been 
some inventory correction and inventories are not dangerously high 
toda That fact indicates that there is room for production step- 


Ups : ad expansion, 

A general reduction in Federal taxation is, of course, an extremely 
delicate problem and must be handled with the greatest of care. How- 
ever, We cannot postpone action indefinitely. We can afford high 
taxes when they are accompanied by high levels of personal income, 
but we cannot afford to have high taxes stifle income and set in motion 
the snowball which would drastically reduce our markets, cut produc- 
tion even further, and cripple the Nation’s economy. While any tax 
relief should be pointed primarily at sustaining consumer pure hases, 
we should, at this time, review all national tax levies to make certain 
that some features of our tax structure are not operating to deter 

itiative and constrain markets. And, of course, any loopholes should 
i steieleed and any inequities corrected. 

Rememberinng the mild ne of late 1953 and the President’s 
economic report designed to combat it, I think we may find some 
guldeposts for today. Congress responded with not only approval but 
also with added cuts in excise taxes. The net result of the tax relief 
program was a cut of a little over $6 billion. Without any doubt, that 
tax cut program by its speediness and pervasiveness had far-reac hing 
consequences, So convinced am I that a tax cut would have a similar 
effect, today that I believe that Congress should give every considera- 
tion to the advantages of such a ste p at the earliest possible time. And 
it should be designed to realize an immediate relief to the people. 

A second measure which I would recommend as an immediate device 
to spur recovery is the enactment of a federally financed extension of 
unemployment insurance benefits for persons who have exhausted 
their rights under State programs, along the lines suggested by Presi- 
dent Eisenhower, This will be of immediate and substantial he ‘Ip for 
many thousands of our people for whom any tax relief might be an 
empty gesture, at least at present. 

I had the pleasure of discussing this proposal at length with the 
President several weeks ago. Legis: ition in this field is necessarily 

2549158 ——-24 , 
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complex, and poses difficult problems. In this connection, I would 
urge certain cautions; I would strongly urge that any such legislation 
be temporary in nature, and that it not become a permanent ap- 
pendage on the existing State systems. I would also urge that it be 
so framed as to not disturb—either now or in the future—the basie 
State-Federal relationship which has worked so well during the 20 
years of this program. And finally, I would suggest that the finane- 
ing of this program be so arranged as to not place any added tax 
burden on employers—again, either now or in the future—that might 
have the effect of impeding rather than promoting employment. 

As a third measure, I would urge that all reasonable steps be taken 
to speed up our various programs of public works. I do not advocate 
any “make-work” program at this time: but there are very great 
unmet needs for public facilities throughout our country—for high- 
ways, schools, sewage disposal systems, rivers and harbors projects— 
for all the kinds of facilities we look to Government to provide. If 
we can advance their scheduling to earlier dates, we will provide 
many needed jobs in the construction industry, and provide a general 
stimulus to business as a whole. 

In California, we are pushing our public works programs with all 
possible speed. Our programs have been carefully developed over 
a period of the past several years, and are the products of mature 
planning by all agencies of government. In fact, we may be unique 
among the States in that our rapid and continuing population growth 
forced us to think ahead to the needs not only of next year but the 
next decade as well. 

Early action and a pay-as-you-go policy of highway construction 
enabled us to take full advantage of the national interstate highway 
program, and California was a leader in implementing and putting 
into operation this accelerated highway construction plan. 

In the course of the current fiscal year, we will spend a total of 
$432 million of State and Federal funds on highway building, and 
the approved plan for next year calls for more than a half billion 
dollars. State highway construction will go forward with 185 proj- 
ects involving 716 miles of new or reconstructed routes including 172 
miles of multilane divided highways, most of which will be full 
freeways. We are, in fact, spending every cent available in meeting 
the need both for additional highway facilities and greater highway 
safety. 

In the matter of public buildings, we have prepared a 5-year con- 
struction program to meet the needs of our State colleges, the uni- 
versity, our mental hospitals, and correctional centers. In keeping 
with the requirements disclosed by this 5-year plan, the people of 
California authorized a $200 million building bond issue in 1956. 
This $200 million fund has not yet been spent. It is, however, fully 
committed to important projects and will enable us to maintain a 
high level of construction over the next 2 years. 

Our problem in California is not that of making work through 
public projects. It is instead the problem of keeping up with needs 
generated by our sustained growth. We must look froward to a 
doubling of our university enrollments during the next 10 years and 
to more than two and one-half times the present enrollment at our 
State colleges. These are two examples of the growth we must antici- 
pate in our planning for the future. 
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I have recommended to the legislature another $200 million build- 
ing bond issue, to be used chiefly in prov iding new college and 
university facilities. If this is approved, California will not only 
be doing its share in sustaining the construction industry, but will 
also be in a position to discharge its responsibilities for higher educa- 
tion and other services. 

As a fourth measure, I would suggest that we examine our credit 
expansion policy very carefully. I do not profess expertness in this 
field, which is a highly complex and delicate one. However, | might 
point out that the successive lowering of the Federal Reserve dis- 
count rate from its high of 314 percent last November has doubtless 
helped to ease the money market, and has encouraged the expansion 
of business. I was pleased to note that last week the rate was 
further reduced to 184 percent in 5 of the eastern Federal Reserve 
districts, and I hope this reduction will be extended to districts in 
the West and in the South. In 1954, when we were faced with a 
similar economic problem, the rate was set as low as 114 percent. 
My concern is in some respects selfish from the point of view of my 
State. With our constant need for new industrial enterprises, for 
new housing, for new ventures into the trade and service, we cannot 
afford to impede or inhibit the flow of new capital investment into 
our economy. This march of people westward is one of the great 
migrations of modern times. We cannot stop it or slow it, and we do 
not wish to do so. But we must continue to expand our industrial 
base and our job opportunities to take care of these new Californians. 
If we should fail in this, we could have an unemployment problem 
of catastrophic proportions. 

As a final point in this economic improvement program I believe 
that whenever and wherever possible, both nationally and within the 
States every effort should be made to stabilize contracting jobs in 
order to avoid a feast-or-famine type situation. Stabilization of 
defense procurement levels is of critical importance to all of Cali- 
fornia. Possibly San Diego is the prime example of a city hurt by 
erratic defense procurement. An area of labor shortage at times 
and at other times a city of critical labor surplus, it has repeatedly 
felt the impact of wartime expansions and peacetime retrenchments. 
It is now again just on the edge of being, but is not quite, a surplus 
area. When missile production gets fully underway, San Diego 
plans will likely be pressed for workers again, if experience is any 
guide. Sound and stable procurement. polici les would have prevented 
the h: ardship that accompanied these wide swings. 

Mr. Chairman and members of the committee, I’m sure that you 
will agree that we haven’t yet discovered any new miracle drug for 
the economic ills of unemployment. But we do have the capacity to 
analyze some of the —— which lie behind these problems, and to 
identify actions which we can take to counteract them. It is in this 
light that I offer you these sanamaiiaas: I am convinced that they are 
constructive, and that they will help to boost our economy and our 
employment levels back toward their former levels. And I urge 
that you consider them favorably. 

As to the specific problem of the chronically depressed areas with 
which you are concerned in the bills before you, I must confess that 
my suggestions to you are more general than specific. As I related 
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earlier in this statement, our preoccupation and concern in California 
has been with the problems of growth, and of keeping up with the new 
demands for goods and services. True, many of our labor market 
areas have had their ups and downs, but not because they were devel- 
oping chronic problems of unemployment or underemployme nt. It is 
also true that in a few of our lumberi ing centers in the mountains, the 
depletion of stands of readily accessible, marketable timber has re- 

sulted in some declines in employment, but not to the level of creating 
distress unemployment. And we are moving now toward the develop- 
ment of a long-range statewide plan for the development of our out- 

door recreational facilities, which will help to maintain employment 
and income in many of our mountain communities. 

I do have these general observations to make, however. First, I do 
not believe that America needs to have, or should countenance, pockets 
of unemployment which are chronic and continuing. People through- 
out our country should have a fair opportunity to share in the fruits 
of our free economy which has raised our standards of living and in- 
come nationally to all-time highs. And surely we must have the re- 
sourcefulness and the ingenuity to find methods to assist these com- 
munities to resume their place in our economy. I am confident that 
your committee will find these methods. 

Second, the information available to me indicates that our efforts in 
the past to assist depressed communities by devices such as preference 
on certain contract awards have only nibbled at the problem. In some 

respects, we have been prescribing an aspirin for a chronic headache; 
we may have relieved the pain, but we haven’t yet got to the cause of 
the malady. In my opinion, we are on gh wrong trac k entirely in 
thinking that a sporadic diverting of 1, 2, 3 percent of our total 
defense production contracts into depressed areas is a solution. It will 
not cure the chronic headache and America itself may suffer by this 
effort. Defense contracts must be awarded where, in the interests of 
our national economy and our defense readiness, we can achieve the 
best and most economical production. Depressed areas are entitled 
to assistance in their efforts to build a sound, long- range, ec onomic 
base, but not as a “poor relation” to other, more competitive economies. 

Finally, I believe that our approach has been too scattered and too 
timorous. Many agencies have casual responsibilities in this area; 
none has the direct, clear responsibility for providing the aggressive, 
imaginative and resourceful leadership which the problem ‘demands. 
I am confident that we can provide the personal leadership and the 
organizational structure through which an effective program can be 
operated. IT understand that you have before you various proposals 
relating to how such a program of aid to distressed areas should be 
organized within our Federal Government structure. I am not pre- 
pared to judge among them; your study of the matter will, I am sure, 
lead you to a wise choice. I suggest only that such an agency should 
have stature, responsibility, and authority in this field. Anything 
short of that status will continue to beg the question. 

Our problems of unemployment—both nationwise and in the chron 
ically depressed areas—are serious and compel the attention of re- 
sponsible leaders both in government and in the public community. 
And I am confident that they can be solved if we will face the issues 
squarely and without equivocation, with courage rather than timidity. 

Thank you. 
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The CHarrman. We are honored today by having with us the Hon- 
orable William G. Stratton, Governor of the State of Illinois, who 
served on this committee in the 80th Congress. We are glad he has 
come back home to give us his advice. We remember him with pleas- 
ure and the distinguished service he rendered to the committee during 
the time he served here. 

I know we all rejoice that he has now attained the great position 
of the Governor of Illinois. In that capacity he comes to speak to us. 

I am sure I speak the sentiments of the whole committee when I 

say we welcome you and are glad to have you come back. 

Mr. Talle. 

Mr. Tatxe. Mr. Chairman, it is an unusual pleasure for me, Gov- 
ernor, to have you here this morning. I recall the days when we 
occupied adjoining offices in the Old House Office Building. Just as 
you have been an eminently successful chief executive of the State of 
Illinois, you were also a successful Member of Congress. 

I am happy to report that my daughter and her husband and five 
children are your constituents in Flossmoor, a suburb of Chicago, as 
you know. They reside in the congressional district of Congressman 
MeVey, for whom we on this committee and in the Congress generally 
have deep affection. 1 am very sorry to say that Congressman Mc- 
Vey is indisposed this morning and has been for several days and, 
therefore, cannot be here. He regrets that fact just as all of us do. 

I am delighted to welcome you ‘to this committee heari ing, Governor 
Stratton. 

Mr. Kinsurn. I would just like to tell the committee that Bill 
Stratton sat next to me on this committee. I enjoyed the association 
and I am very delighted that you have come back here, Governor, and 
after your great career, to appear before us. 1 want to welcome you, 
sir. 


STATEMENT OF HON. WILLIAM G. STRATTON, GOVERNOR OF THE 
STATE OF ILLINOIS 


Governor Srrarron. Thank you, Mr. Chairman, and Congressman 
Talle and Congressman Kilburn. 

1 appreciate the kind remarks on the part of the chairman and 
Congressman Talle and Congressman Kilburn. All of you have made 
me feel right at home here this morning and naturally an appearance 
before a committee on which a Congressman has served heightens the 
occasion considerably. 

It will be my purpose here to show the extent of the inroads of the 
current recession on employment and the economic welfare of my 
State of Illinois. It might be well to say that the most recent. figures 
available have taken an encouraging turn and that the general ap- 
praisal of the unemployment situation indicates that the downturn 
of employment seems to be slower. 

For example, the latest figures on unemployment claims in this 
State show a decline in new claims in comparison to the prec eding 
week—and those figures were taken from this current week. They 
were figures presented to me just yesterday. 

By this I do not mean to minimize the importance which we in [li- 
nois place on the decline in employment. However, Illinois among 
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all the industrial States seems to have been hit less violently than 
others, perhaps because of the more varied nature of the industry in 
our State. 

Currently there are 10 areas in the State classified in a surplus labor 
category by the United States Department of Labor and 4, others, 
while not offic ‘ially classified, do have relatively high unemployment 
rates. 

In February of this year, Illinois nonfarm employment was 161,800 
below the level of February 1957, a drop of about 4.7 percent. 

The principal decline was in factory employment, which stood in 
February 132,700 below the same month in 1957. Durable goods pro- 
duction has suffered the greatest loss of employment and is now more 
than 110,000 below the corresponding 1957 figure. 

It may be of interest to this committee to know that a breakdown 
shows the following categories: Nonelectrical machinery, 34,000 
down; primary metals, 17,000; fabricated metal products, 14,000; 
transportation is down 12,000. 

Similar declines are evident all through the heavy industrial cate- 
gory. 

The significant exception is found in mining, where technolegical 
employment has accounted for a steady decrease in the number of 
employees over a long period of time. 

While coal production in Illinois—and I know, Mr. Chairman, you 
are interested in this situation because this matter carries over into 
the area in your State, opposite Illinois—the coal production stood 
at 46.5 million tons in 1957, a figure comparable to prior years, but 
the number of employees required for that production stood at less 
than 13,000, compared to 33,000 in 1948. 

In other words, the coal industry has become stable and profitable 
as a result of increased demands for coal and the production of power 
and expansion in business in the State, but, of course, the heavy 
mechanization of those mines has gradually dropped over a period of 
the last generation almost two- thirds to three- -quarters of the miners 
employed i in the industry. 

Agricultural employment in our State remains relatively steady 
and quite likely will show some increase in this year because of layoffs 
in industrial centers. 

In that category, it is estimated 250,000 persons will be employed 
by July. I might say in that regard that the farm economy and the 
consequent employment picture in the farm areas is good and should 
become even better in the following months. 

The latest figures on unemployment compensation payments, those 
for the week of April 12, show a total of 196,066, to compare with 
195,189 in the week of April 5. 

The experience of the last 5 or 6 weeks indicates a leveling-off of 
the unemployment compensation figure at a few thousand under 
200,000. We reached 220,000 about 6 weeks ago. We have had a 
slight drop of about 25,000 in the ensuing 6 w eeks and apparently it 
has leveled off at just under 200,000. 

Significantly, Illinois has always experienced a normal unemploy- 
ment load which runs between 100,000 and 200,000, even in good 
employment years. For example, in January of 1950 there were 
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305,000 unemployed in Illinois out of a total civilian labor force of 
3, 685 ,000—a rate of unemployment of 8.3 percent. 

In March of this year, the total unemployed was estimated at 
325,000 out of a total civilian labor force of 4,229,000, or a rate of 

7.7 percent. 

The total employment in Llinois from 1948 through 1957 has 
shown a steady increase up to a 1957 figure of 4,132 ,000. 1958 is 
indicated as the first year since 1954. that the total employed will 
drop below 4 million. 

Tiinois unemployment compensation fund stands presently with a 
balance of $451 million and it is estimated that the balance on 
December 31, 1958, — be $377 million. The experience of the bene- 
fits paid in ‘the 12-year period through 1957 varies greatly. The 
hi ‘ year was 19% 54, ‘whine the net benefits paid were $153,369,000. 

Last year the payments in net were $80 million and for the first 
quarter of this year, net payment is $53,750,000. I think you can 
see from those figures that as far as the State of Illinois is concerned, 
it has sufficient funds to meet any obligations, even under the present 
pressure for carrying out the unemployment ‘compensation program. 

Although the question is not technically before this committee, I 
would like to point out that in Illinois, the unemployment compen- 
sation program is adjusted from time to time by agreement between 
labor and management, as represented on a commission appointed 
by the Governor. Under the latest amendments to the law—and 
these amendments were effected during the legislative session last 
year—the maximum possible unemployment compensation benefit is 
$45 a week. I might add that in recent months it has been necessary 
to expand the employee force handling unemployment compensation 
claims. In Illinois, we are relatively current, through this increased 
staff and through opening a number of suboffices. 

One thing I would like to make clear here is the fact that in Illinois 
we have a constant problem, even in times of the highest employment. 
{t is not exactly an unemployment problem, or certainly not one that 
comes within the unemployment compensation program. 

It is rather a relief problem constantly with us and constantly in- 
creasing. In the teeming metropolitan area of Chicago, comprising 
fully half of our State population, we have a problem of relief, of 
general assistance, aid to dependent children and other problems. 

This situation is always with us, good times and bad. It is cre- 
ated frankly by the inmigration of numerous citizens from the South 
and from some neighboring agricultural areas who come to our State 
in search of jobs. 

Now, of course, we welcome these people seeking new opportunities 
but I think you can understand that it is virtually impossible to 
absorb them into the industrial system, immediately. 

This problem—and I want to emphasize again that it is a relief 
problem—is not an unemployment compensation problem. It is al- 
ways with us in the Chicago area. Now we do have an unemploy- 
ment problem which is different in nature and I have already briefly 
mentioned it, in certain areas of the southern part of the State, where 
technological unemployment has enhanced the job of maintaining 
a standard of living and making progress. 
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It is a chronic situation and while this economic illness has to be 
counted into our figures today, it is important that we realize the 
long-range nature of the problem as we plan our problem for eco- 
nomic betterment and stability. 

I must make it clear that in Illinois there is no “hands in the air’ 
surrender in this matter. Local groups have made notable contribu 
tions in solving this chronic unemployment situation through the 
development of new industry and community effort. 

In fact, as the program moves forward, we find that Illinois is a ripe 
field for such development because of the favorable industrial climate 
including water and mineral resources, transportation and the genera! 
tax picture. In other words, we have not been idle in facing up to this 
problem i in southern Illinois. 

The Southern Illinois University at Carbondale, various economic 
groups of a local nature, and our own industrial development agence) 
at the State level—which is a new agency—are at work on the problem. 

I might say that some of the communities in that area have shown 
very encouraging success in attracting new and diversified industry 
to southern Illinois. Some figures may be enlightening to this com 
mittee. I said earlier that in _ h of this year we were experiencing 
unemployment at the rate of 7.7 percent of our civilian labor force. 
Let me cite some figures from some of the critical individual areas. 

In the Herrin-Murphysboro-West Frankfort area in southern Ili 
nois—in this coal-producing area, the lowest figure of unemployment 
since 1953 was in August of 1957, a rate of 13.6 percent, compared to 
this State average of 7 percent. The highest rate of unemployment in 
that area, incidentally, since 1953 was 25.4 percent in February 1954 

I think that is significant because it shows that the rate of unem 
ployment was consider ably higher in that area several years ago than 
it is today and it shows that there has been some readjustment, | 
think, to the basic problem in southern Illinois. 

I have other figures here which I will not take the time now to cite, 
but they all point to a major consideration which this committee might 
well carry high on its agenda for action. That consideration, gentle 
men, is a difference between the needs tod: ay of a stopgap, short-term 
program to fight the present recession, and the long-range, 2nd at least 
to us in Illinois, larger problem of chronic unemployment and par 
ticularly this increasing relief ioad. 

I hope ; you will remember these figures that I have given on today’s 
recession condition. They include fully 33 percent to 40 percent 
chronic unemployed in spec ific areas over a period of years which is 
not, and I repeat, a compensation problem, not a quick-solution aoe 
tion, but a long-range troublesome relief problem. 

If there is one point I would like to get across here today it is this 
point that we must distinguish between short-range and long- ran ge 
programing. There'has been some talk of tax cutting to help relieve 
the economic situation. I certainly would agree that some upswit 
might result from trimming such taxes such as the wartime exc a 
taxes which were basically desigied as war measures. 

As a matter of fact, I was in Congress at the time they were passed. 
But I believe that those taxes have outworn their usefulness and 
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would contribute and do contribute no significant part to the national 
budget. 

But it appears to me that a major income tax, or general tax cut at 
this time, when expenditures are expected to increase, would be very 
little in the national interest and might lead to eventual greater hard- 
ship in the way of inflation, or other future difficulties. 

It might be well to extend the benefit period of unemployment com- 
pensation, particularly if this situation fails to respond to the usual 
seasonal and construction stimulus in the next few weeks. 

[I recognize as everyone present does, that when you have a war or 
a real crisis you must approach it a little differently than you would 
the normal programing and give and take which we have developed 
in setting up some of these labor-management programs. But I be- 
lieve that any such move, if it is entered into, should be carried on 
cautiously, with full regard for this balance which has been developed 
in the—particularly in the large industrial States, this balance be- 
tween industry and labor, and it is a situation which in Illinois, I am 
happy to say, has worked out rather well. 

We have been able to make progress in the unemployment com- 
pensation program through virtually unanimous agreement in recent 
years, before any legislation is submitted to the legislature, or ap- 
proved by the governor. 

I would also like to point out that in Illinois, if any such Federal 
extension is thought necessary, then we certainly are in a position to 
carry out, through our own funds, whatever responsibilities are given 
to us, 

Now IL recognize that that may not be true in certain States that 
have been harder hit, or where they haven’t been able to build up as 
large a reserve. 

It may be well, too, that stepped-up public works projects—and by 
those projects I mean needed projects—can help this situation, the 
short-range, or stop-gap front. This certainly should be considered 
at all levels of government, Federal, State, and local. I think we 
must remember that we cannot accomplish all of these purposes, 
either at the Federal level or the State level. We must have a 
stepped-up program at Federal, State, and local levels. 

l think, too, that it is important that these projects not be entered 
into in a spirit of extravagance or indulging in an orgy of extrava- 
gant spending for purely make-work projects, but these projects must 
carry out some vital need, either in the community or in the national 
interest. 

In that regard, I would like to point out that in Illinois we have in 
progress this year a $660 million program of public works which will 
provide an estimated 92,000 jobs. About 75,000 of them, jobs which 
did not exist as recently as a month ago. 

This work, including roads, hospitals, educational facilities, is not 
anew plan. It is a studied plan to meet need and it is a plan which 
lent itself excellently to a speedup program which has been placed 
into effect in our State. 

Our well-advanced toll-road program alone will expand opportuni- 
ties from 4,000 in March, to 25,000 jobs by July 1. 
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I might say in that regard that in the past 2 weeks the toll-road 
program has provided increased employment for 11,000 people. In 
addition, we are encouraging local communities to hasten their needed 
public works and in many cases, are aiding them in the speedup by 
more rapid release of State help funds and, of course, Federal funds, 
for airports, street: improvements, and other public works. 

As an additional program in Illinois, we have a $248 million bond 
issue which was recommended to the legislature, passed by them and 
subject to a voter referendum this fall. 

This $248 million bond issue is to carry out hospital and educational 
building—higher-educational building needs in the coming year. 

I am inclined to believe that we have approached the leveling-off 
point in this economic adjustment but I do not want to minimize the 
necessity of planning now and acting now not only to keep our present 
economy healthy and in the same productive character which has 
marked it in prior years, but also, to look forward to solving at both 
the national and State level, many of these problems which are really 
interstate and national in character. 

As a governor and as chairman of the Governors’ conference, I 
want to commend this committee and the Congress for its concern in 
these fields. 

I know that all of the governors welcome your attention and I 
certainly want to be of help. Thank you. 

(Additional data submitted by Governor Stratton follows:) 


Revenue sources of State funds, 68th biennium, fiscal 1954, 1955 


Actual Percent 
(thousands) 





Major sources: 


Retailers’ occupation tax . - i $414, 089 | 30.40 
Motor fuel tax (net) 233, 092 17. 11 
Motor vehicle, chauffeurs and drivers licenses - . --- 7 145, 631 | 10. 69 


Federal aid to Stat« 


Highways ; ‘ 53, 556 | 3.93 
Public assistance _ - ; 125, 818 | 9. 24 
Other Federal aid .# 14,772 | 3.29 
Total, Federal aid. , (224, 146) } (16. 46) 
Total, major sources : 1, 016, 958 74. 66 
Other sources: | 
Public utility taxes. ‘ = 56, 291 4.13 
Cigarette tax (3 cents)... 61, 909 4. 55 
Liquor gallonage tax_. 47, 823 | 3. 5 
Insurance taxes and fees - 41, 513 | 3. 05 
Inheritance taxes (net) - - 27, 248 | 2. 00 
Horse-racing taxes 7 ; 31, 529 2.31 
Corporation taxes and fees_- 8, 939 . 66 
Use tax- | | sstbenenne 
Illinois Central R. R. franchise tax - - -- , | 9, 174 | . 67 
Hunting and fishing licenses_- ‘ 4, 466 . 33 
All other sources__.- ‘ ‘ : 56, 250 4.13 
Total, other sources --- eee (345, 151) (25. 34) 





Grand total, excluding revolving fund 1, 362, 109 100.0 
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Bapenditures for the 68th biennium, all funds, fiscal 1954, 1955 


Health, welfare, and correction: 
Department of Public Welfare 
Department of Public Health 
Department of Public Safety 
Public Aid Commission. 

All other. _.- 


Total, health, welfare and correction 


Schools and colleges: 
University of Illinois 
Southern Illinois University 
Four other institutions of higher education 
Common school fund 
All other. - 


Total, schools and colleges 


State highways 
Motor fuel tax distribution and refunds 
Debt service 


All other: 
General assembly, continuing and interim commissions 
Courts 
Constitutional officers 
Other departments, boards, and commissions 


Total, all other. 


Grand total, excluding revolving funds. - 


Revenue sources of State funds, 69th 


Major sources: 

Retailers” ocetrpation tax 
Motor fuel tax (net) 
Motor vehicle, chauffeurs’ and drivers’ licenses 
Federal aid to State:! 

Highways 

Public assistance 

Other Federal aid 

Total, Federal) aid 


Total, major sources 


Other sources: 
Public utility taxes 
Cigarette tax (3 cents 
Liquor gallonage tax 
Insurance taxes. 
Inheritance taxes (net) 
Horse-racing taxes 
Corporation taxes and fees 
Use tax 
Illinois Central RR. franchise tax 
Hunting and fishing licenses 
Insurance fees 
All other sources... 


Total, other sources 


Grand total; excluding revolving funds. - 


1 Includes nonappropriated Federal aid 


| 
| Amount | 








Percent 
(thousands) | 
| ' 
$116, 903 8.4 
23, 890 1.7 
27, 292 | 1.9 
284, 275 | 20.3 
24, 852 | 1.8 
477, 212 | 34.1 
84, 716 | 6.1 
| 12, 133 | 9 
| 19, 338 1.4 
| 144, 255 | 10.3 
| 48, 570 | 3.5 
309, 012 | 22.2 
240, 747 | 17.2 
| 162, 755 | 11.6 
| 68, 285 | 4.9 
| ord "5 
3, 563 33 
5,914 | 4 
27, 406 | 20 
102, 861 | 7.4 
139, 744 | 10.0 
1, 397, 755 | 100.0 
biennium, fiscal 1956, 1957 
| Actual receipts! Percent 
(thousands) 
$542, 422 33. 04 
254, 608 | 5. 51 
171,131 | 10. 43 
73, 573 | 4. 48 
128, | 7.83 
54, | 3. 30 
(256, 2 (15. 61) 
1, 224, 460 
4. 06 
4. 04 
3.16 
2. 95 
2. 42 
2. 11 
65 
. 65 
56 
29 
19 
4.33 
417, 183) 
1, 641, 643 100.00 
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Expenditures for the 69th biennium, all funds, fiscal 1956, 1957 


Amount 
thousand 





Health, welfare, and correction: 
Department of Public Health __- 


KZ%, 3H 


Department of Public Welfare... 7 - 128, 928 
Illinois public aid commission - - 319, 331 
Department of Public Safety -- : 33, 287 
All other. ..._-- 26, 260 

Total, health, welfare, and correction 536, 211 


Schools and colleges 


University of !linois 94, 416 
Southern Illinois University 19, S01 
Teachers colleges 25,014 
Common school fund -. 193, 771 

All other. ... 58, 001 
Total, schools and colleges- -- | 391, 833 

State highways._- 282, 152 
Motor fue! tax distribution and refunds 185, 844 
Debt service........ * 64, O89 


All other: 


General assembly, continuing and interim commissions 5, 988 
Courts 6, 180 
Constitutional! officers $4, 360 
Other departments, boards, and commissions 97, 474 
Total, all other 144, 002 
Grand total, excluding revolving funds. 1, 604, 731 


Revenue sources of State funds as estimated for the 70th biennit 


Jiscal 1958, 1959 


Major sources 
Ketailers’ occupation tax 


$542, OOO 
Motor fuel tax (net 7 


273, OW) 


Motor vehicle, chauffeurs’ and drivers’ licenses L380, 600 
Federal aid to St 
Highways $54, 200 
Public assistance 136, 600 
Other Federal aid 67, 058 
Tot il, Federal aid (557, 858 
Total, major sours 1. 553, 958 
Other sources 
Public utility taxes 67, 000 
Cigarette tax (3 cents) 67, 500 
Liquor gallonage tax 50, 500 
Insurance taxes 43, 902 
Inheritance taxes (gross before refunds 10, 000 
Horseracing taxes 33, O70 
Corporation taxes and fees 11, 000 | 
Use tax $4, 600 
Illinois Central RR. franchise tax 9, 100 
Hunting and fishing licenses 6, 600 
Insurance fees 3, 200 
(ll other sources 79, 822 
Total, other sources 146, 294) 


Grand total, excluding revolving funds 2, O00, 252 


includes nonappropriated Federal aid 


} 
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Appropriations for the 70th biennium, fiscal 1958, 1959, passed by regular 
session, 70th general assembly 


Amount Percent 
(thousands) 


Appropriated fo 
Health, welfare, and correction 


Department of Public Welfare $173, 426 cf, 
Department of Public Health | 37, O54 1.6 
Department of Public Safety 45, 551 2.0 
Public Aid Commission | 317, 408 14.1 
All other 27, 562 1.2 

otal, health, welfare, and correction 601, 101 26. 6 


School] and colleges 


University of Llinois 120, 235 5.3 
Southern Ilinois University 30, 634 1.4 
4 other institutions of higher education 38, 660 7 
Common school fund 297, 000 10.0 
Drivers’ education 10, 066 1 
All other 46, 555 a1 
Total, schools and colleges 473, 150 ».9 
State highways 649, 046 28.7 
Motor fue! tax distribution and refunds ; 271, 516 12.0 
Debt serv ic 63, 234 2.8 
All other 
General assembly, continuing and interim commissions 6, 307 ; 
Courts 6, 945 3 
Constitutional officers 51, 656 ye 
Other departments, boards and commissions 137, 641 | 6.1 
Potal, all other 202, 549 9. ( 
Grand total, excluding revolving funds _ 2, 260, 596 100.0 


The Cuairman. Thank you, Governor, for a very fine statement. 
[illinois is a great producer er of bituminous coal, is it not? 
Governor Srrarron. That is right, one of the largest. 

The Cuairman. You say about one-third of the men formerly em 
ployed now produce as much coal as was done in past years? 

Governor Srratron. That is correct. 

The CuarrmMan. That is the same condition that prevails in m) 
State. Most of the miners are unemployed but the production of coal 
has goneup. We found a few men and a few mines produced as much 
coal as many men did in many mines. 

There is no chance for restoration of those jobs in their own indus- 
tries under the present conditions of mechanization of mines and it 
seems to me that that is a very serious problem. We must find a sat 
isfactory way to put all of these unemployed back to work. 

We also must consider the unemployment of railroad personnel. 
It was my impression when the railroaders came here and said they 
were out of employment, it was because the coal mines weren’t pro 
ducing and the railroads weren’t hauling coal, but I find the railroads 
are hauling coal, as much as ever, but fewer trains were hauling it. 

The diesel engine took the place of the old locomotive and 1 diese] 
engine would haul as much coal as 3 trains hauled previously. There 
were, therefore, two train crews out of work. 

What are we going to do with that source of labor that cannot be 
restored to the jobs they heretofore held ¢ 
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Governor Srratron. Well, Mr. Chairman, this situation, as you 
know, and have analyzed so well, has existed now in our area and 
yours, adjacent areas, for over a generation. I honestly believe that 
the great impact of that has pretty well been met, particularly in 
recent years. 

A number of our smaller communities have been able to attract- 
for instance, I mentioned Herrin in my remarks—have been able to 
attract sufficient new industry to provide sufficient employment. 

Some of these folks, of course, could not enter other types of em- 
ployment, either because they weren’t trained for it or they were 
getting to the retirement age. Now those who were getting to re- 
tirement age, of course, have increased in number in recent years in 
that area and many of them have been absorbed into these welfare 
programs, or social security, things of that kind, or their own union 
welfare program. 

So that I think that situation, as far as it releases older workers 
is concerned, is gradually working itself out. But there is no question 
but what we have to have a vigorous policy of establishing a varied 
industry in those areas. 

As far as the coal industry, itself, is concerned, it has come back 
considerably because of the increased demand for power production. 
You mentioned the fact that the railroads are hauling more and, of 
course, they connect in many instances with nearby barge operations 
and there is a very fine, I think, rejuvenation and modernization of 
the coal industry in our State. 

I mention Southern Illinois University as an agency which has 
led the way in providing incentive and skilled help in helping to 
solve many of those community problems. I think we almost have 
to have some agency that is technically equipped in the area to pro- 
vide that kind of leadership. 

It so happened I was in that very area yesterday, Carbondale, and 
I think there has been quite a lift. People are thinking in terms of 
getting new industry, getting better training for their labor force and, 
of course, public offic ials have been doing a better job in selling the 
people on needed improvement and bond issues. 

Now, of course, both the States and the Federal Government can 
help through the road program. I want to compliment the Congress 
on providing the necessary funds. Of course, they supervise the 
actual construction by the State but we are recognizing that a large 
portion of that type of funds should go into these areas where there is 
a need for greater employment not only for the present but, of course, 
these new highw ays and other Federal-State projects such as parks, 
and things of that kind, can do a great deal to attract industry, 
tourists, and new residents into the area. 

There are a number of fronts we might attack this problem on, but, 
of course, it is a long-range program. It isn’t something you can do 
in a week or a month or 6 months and in that sense it differs a little 
bit from unemployment in existing heavy industry, such as at Peoria 
or some areas of Chicago. 

The Cuatrman. And the old roundhouse is gone. I know of two 
or three in my district that, at one time, employed three or four thou- 
sand men repairing the old locomotives. That is gone because of the 
expertness of the diesel engine. Smaller repairs are needed and they 
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need no great roundhouse and no great number of men to make the 
repairs. 

Governor Srrarron. That is right. I might say the State of [h- 
nois has a very direct interest in that situation because we have an in- 
vestment in the Illinois Central Railroad and the Governor of the 
State “also serves as a director of that road—lI can’t resist a little ad- 
vertising here today. 

Consequently, we are directly concerned in an official capacity with 
that situation that you mention and we are quite aware of what 
some of those problems are in the railroad industry 

The (HatrMAN. I think that is the great question. We should 
all benefit as a result of progress but we must find some means to get 
these people other employment to take the place of that which they 
have lost. 

Governor Srrarron. ‘That is true, but we have such an expansion 
in new business—and I am an optimist in that respect. It is true we 
have a temporary setback, but there are so many new businesses de- 
veloping with our tec ‘hnological progress, that many of these people— 
certainly at least the younger ones—will find employment in other 
industries. 

Of course we have to do what we can do to absorb those who are not 
so fortunate, to be able to adapt themselves and in that, I think the 
national and State governments have a tremendous responsibility to 
provide some form of relief or help. 

The Cuarman. Many of these men will have to leave their homes 
to seek employment elsewhere, such as in the eastern district of Ken- 
tucky. I can’t see how in the near future there can be enough in- 
dustries established there to take up the slack. 

Governor Strarron. Well, of course, what happens, it isn’t always 
desirable as far as the local area is concerned but what happens, many 
of these folks will move to areas where there is more job opportunity 
and then, of course, sometimes new industries develop. 

For instance, in southern Illinois in the last generation a tremen- 
dous oil industry has developed which wasn’t there before, so some- 
times those things are compensated for. But I will admit that in a 
specific area where, for instance, a large coal operation has closed 
down in a specific town, that it can cause considerable hardship and 
heartache, but tht doesn’t necessarily mean that those folks are going 
to remain out of work. 

Many of them will move to some neighboring town where a new in- 
dustry has come in. Our experience in Illinois, both central and 
southern Illinois, has been that a new industry would generally draw 
as far as 30 or 40 milesaway. Many of the rural farm people. 

As a matter of fact, a large percentage of the working force comes 
from the rural areas. So with modern ‘highways and tr -ansport: tion, 
it is not unusual at all for an industry to draw in an area 20 or 30 
miles adjacent to it. 

The Cuamman. Dr. Talle. 

Mr. Tatty. Thank you, Mr. Chairman. 

I want to compliment you, Governor Stratton, on a very fine state- 
ment. It is a factual one and a commonsense presentation. It is 
very easy to become highly emotional about such a subject as unem- 
ployment. 
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I would like to compliment you also on a couple of specific items. 
You mentioned the short range view and the long range view. Now 
that is very important not only in this matter, but in, let us say, such 
a field as agriculture. That is, there may be some things we need 
to do in the short run that we don’t need to do in the long run, but we 
should try to avoid, if we can, doing in the short run something that 
will make the long run problem more difficult to solve. I am glad you 
mentioned inflation. 

Is it not true, Governor, that that hurts those people most who can 
least afford to be hurt / 

Governor Stratron. That is correct, and, of course, in the long run, 
I think, too, it may hurt not only the individual investor and those 
who have savings, but it might very well create a considerable lack 
of confidence and disruption in the business community, itself, so that 
it does have some very serious consequences. 

Mr. Tazz. That is, the people on fixed income / 

Governor Srratrron. That is right. 

Mr. Tatxe. Those who rely on pensions, savings accounts, annuities, 
retirement funds, social security. They are the people who are hurt 
most and who can least afford to be hurt. 

Governor Srratrron. And, of course, it poses some very serious 
problems for us at the governmental level where we have bond issues 
or things of that kind that have been set up to cover a specitic public 
works program and then find the costs have risen so that we can’t meet 
our objective and that is becoming very serious, particularly among 
some of the municipalities and areas of that kind. 

I would like to point out if I may for just a moment, in dealing 
with this public works program we have found in Illinois, that we 
have to give the local areas increased taxing power and get them on 2 
solid financial basis before you can proceed or expect them to proceed 
with needed public works. 

Now in my State 2 years ago, on my recommendation and after a 
considerable fight in the legislature, we were able to give each city 
the authority to levy a half-cent sales tax. 

And the significant thing about it is that now after 2 years, over a 
thousand of our communities in Illinois, large and small, have en 
acted that legislation and as a result of it for the first time in a gen 
eration, we are on a sound financial basis. 

Even in prosperous times, many of these munic ipalities and local 
governing units were going in the red because they just didn’t have 
a suffic iently broad base of revenue at the local level. I think that 
that is one of the important things where both the State and National 
Governments can help by giving these people sufficient credit and 
sufficient revenues, themselves, and then they will do the job in 
many cases, 

Mr. Taiz. I am immensely impressed by what you and the peo- 
ple of the State of Illinois have done for themselves. That runs all 
through your statement. That which you have done through your own 
initiative. It is so easy to run to W ashington, you know, with m: ny 
problems, and as you well say, this m: itter of inflation is keenly felt 
all the way from the individual to the National Government. 

In our own history, without turning to other nations that are wood 
examples, too, the continued currenc y of our prenational Govern- 
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ment days shows what happens to money when there is over-issue of 
currency. We have in our language the term “not worth a conti- 
nental,” which comes from those days. 

Then we have the Confederate money in the South, and the green- 
backs in the North as examples of inflated currencies. 

I am immensely impressed by what you are doing for yourselves in 
the State of Illinois and I certainly thank you, Governor, for your 
statement. 

Governor Srrarron. Thank you, Congressman. I would like to 

int out one other field that 1 think ties in with this, particularly 
in the field of public works. We hear quite a discussion and I think 
it is a sincere discussion—two very strong sides—on this question of 
Federal building at this time, and spending a considerable amount on 
local school building. 

In Illinois, we have set up a State fund of $10 million to help dis- 
tricts that have exhausted their local bonding power and the signifi- 
cant thing about this is that this was set up 2 years ago and was 
considered to be thoroughly inadequate according to certain folks 
who wanted either the State or Federal Government to get into this 
field completely and the significant thing is that out of 2,000 districts 
in Illinois, only 16 have come anywhere near qualifying for it and 
out of that 16, 6 have actually been qualified, to date, to receive that 
assistance. 

But the point is that in Illinois, our own people since World War 
II, have built over $900 million worth of locally financed school 
building and as of this year, it will go over $1 billion. 

So you can understand, not only there wasn’t a real need for 
Federal aid, but we found out that even the State aid wasn’t very 
much needed. And now this $10 million to date, I doubt that they 
have used 214 or 3 million dollars. I think that is significant in 
showing what can be done and is being done certainly in some areas, 
by people even at the local level, even below the State level. 

Mr. Tatie. An unusually impressive record. Thank you, Mr. 
Chairman. 

The Cuarrman. Mr. Brown. 

Mr. Brown. Governor, we are delighted to have you with us this 
morning. We all remember that you were an outstanding member 
of this committee in the 80th Congress. 

It seems that you have less unemployment in your State than the 
average State of the Nation. I want to congratulate you for that be- 
cause I think the State has done a good job, itself. 

However, you referred to agriculture. You don’t have any reces- 
sion in your State on the farm, do you? 

Governor Srrarron. We don’t have at the moment—from a per- 
sonal example, I was able to sell a hundred hogs 2 months ago at 22 
cents a pound. As long as that keeps up, I don’t think we are too 
worried. 

Mr. Brown. From a national standpoint, the farm income has been 
reduced 20 percent from 1952, to December, 1957. 

Governor Srrarron. I want to make it clear that all I am talking 
about here is the local situation that I am directly concerned with. I 
recognize that both industrially and agriculturally there may be other 
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areas at the moment that aren’t quite so well favored and certainly 
I don’t mean to say that their problems aren’t important. 

Mr. Brown. You are to be congratulated for doing a fine job for 
these people. I know in the last few years a lot of people have moved 
from the South to Chicago. 

Governor Srratron. Well we are glad to have them and I am afraid 
if we didn’t have some folks moving in, the first thing you know we 
wouldn’t have hardly any Congressmen left in Illinois. They would 
be all assigned to somewhere else. 

Mr. Brown. You speak about your coal mines. In some sections of 
the country, where most all members of a family work in the mines, 
they do not like to leave their communities. 

Governor Stratton. That is right. 

Mr. Brown. Do you find difficulty in placing them in other types 
of employment. 

Governor Srratron. That is very typical, particularly among the 
older folks and you can understand why. They have worked in the 
mines all their lives in that particular area and even if they wanted to, 
they are not too well suited for other industrial employment and we 
have to give them credit for it, they have a very tenacious and stub- 
born feeling about staying in their own home town even though it is 
obvious that the economic reason for the town is no longer in existence. 

That is a problem. They like to stay there. Of course, we have to 
do something for them. 

Mr. Brown. In what particular field do you find most unemploy- 
ment in your State? 

Governor Srratrron. I think the heavy industry. For instance, 
heavy machinery. The farm machinery industry this year hasn’t been 
hit quite so hard as it has been in some other years. But you take 
heavy construction machinery, certainly the metals industry, fabri- 

-ating, have been hit rather hard. 

It is significant, though, that the retail sales, that end of the busi- 
ness, has held up remarkably well. As a matter of fact until March, 
for the last 6 month, our sales tax returns in I]linois showed that retail 
business was running ahead of a year ago. It is very interesting. 

Mr. Brown. The small businessman in many section of the country 
is suffering a great deal now. What is the situation in your State with 
the small businessman ? 

Governor Stratron. They have a serious problem and I think there 
is a field where the Congress should explore for perhaps setting up 
better credit provisions and things of that kind, but small business, of 
course, varies so in the type of competition it engages in and some of 
our small business may, of course, be hurt and probably is hurt be- 
cause of the close connection of suppliers with heavier industry. 

That type of business depends for its prosperity and its very life, 
of course, on heavy industry being kept prosperous. It is a special 
problem from what some of the other types of small independent busi- 
nesses have to be concerned with. 

That enters into this compensation program as you know, too: par- 
ticularly our retailers are quite concerned about the provisions of even 
the existing act. In Illinois we followed the national pattern 2 years 
ago and placed businesses employing as low as 4 people—4 employees, 
under the provision, but even our government programs when they 
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are expected to be benevolent, can impose some very severe hardships 
on private, small business, 

I must recognize that even our State tax collection system puts 
quite a strain in the way of additional bookkeeping and expense, on 
small business, 

So that they do have some very serious problems and I think we 
have to recognize that. 

Mr. Brown. You don’t consider, then, that the recession m your 
State is very grave, do you? 

Governor STRATTON. i would consider it more grave if it was rapidly 
developing in the situation that it was, say 8 months ago. Apparently 
there is some levelling off, at least for the past 6 weeks, 

Now let’s put it this way : I think we should be much more concerned 
if we get no seasonal upturn in May or June. Now, in 1954 we had 
a consider! able seasonal upturn in May. That is when the break came. 

Now, if we continue just to barely hold our own at a time when 
normally, with the heavy construction season and people buying more 
and things of that kind, in the summer weather, if that doesn’ t show 
an upturn and only continues to level off, then I would say that we 
are headed for more serious difficulty in later months. I know that 
runs counter to some of the economists’ thinking and I don’t pretend 

to be a great expert in that field, but I would be considerably concerned 
if we didn’t get a little better pickup in the next 2 months. We have 
had some but not as much as many of us would like to see and I would 
feel a lot better about this situation if we do get a nenevert pic kup in 
May and June, such as we had in some of these other years when we 
had difficulty of this kind. 

Mr. Brown. Governor, I want to thank you for your excellent 
statement. 

Governor Srrarron. Thank you, sir. 

The Cuamman. Mr. Betts. 

Mr. Berrs. Governor, I have been very much impressed and pleased 
with your philosophy of the need for recognizing responsibility back 
at the State and local level. 

I gather that you feel that that should also enter into the long- 
range program. 

Governor Srrarron. Very definitely. 

Mr. Bertrs. Do I understand from your remarks that in Illinois 
there are local community development organizations? 

Governor Stratton. Yes, in many cases they are of an official nature 
and in other cases they have a very vigorous chamber of commerce, or 
local—in some cases such as in southern [llinois, they have what they 

call Southern Illinois, Inc. and it includes a number of counties in the 
whole area that have been very aggressive in trying to attract new 
industry. 

Then the State itself set up a new department about a year and a 
half ago to coordinate those activities, called the division of industrial 
development. It is more of a coordinating agency and a clearing- 
house for information and things of that kind, but the basic impetus 
comes from these local groups that have formed themselves, sometimes 
under the leadership of business and labor interests, sometimes under 
the official leadership of mayors, or others, and particularly in south- 
ern Illinois and central Illinois, there have been some very fine ex- 
amples of success as a result of that type of activity. 
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Mr. Berrs. I don’t suppose you have any figures to show what those 
local development organizations have? 

Governor Srratron. I don’t have the exact figures because you 

would have to take numerous communities and check them, but the 
general trend is, and I think it is logical, and it is one reason I am 
so optimistic about the future in that area, you are bound to have a 
considerable amount of business come into the area because of its loca- 
tion. 
As the population grows to the west and south of us, it becomes 
more important to many businesses, just for distribution reasons alone, 
to move into that area with new factories or new businesses. Then, 
of course, we anticipate through the St. Lawrence seaway, and par- 
ticularly in the northern end of the State, some lifts in the next couple 
of years, and then we hope by maintaining certain tax practices to be 
attractive to industry. 

For instance, Ilinois has no income tax, we have no State prop- 
erty tax for State purposes, we exist almost entirely at the State level, 
on some form of sales tax, whether it be on the ordinary purchases 
such as food and things of that kind, or special sales taxes on sale of 
power, liquor, and cigarettes. 

You might be interested in knowing that the sales tax receipts last 
month on liquor and cigarettes ran up over what they were a year ago. 
I don’t know whether people are smoking more because they are wor- 
rying, or drinking more, but it is significant to note that those two 
fields reversed the trend for the first time in several months on receipts 
last year. 

Mr. Berrts. That is an interesting observation, at any rate. I don’t 
understand that your State development organization has any lend- 
ing authority. 

Governor Stratron. No, we don’t. Asa matter of fact, in that one 
field we are not nearly as well organized or as aggressive as some of 
the—well, as, for instance, some of the Southern States and some of 
the New England States, the Eastern States. 

We are rather a newcomer at the State level in that type of organ- 
ization, although many of our cities had an aggressive program over 
the years of trying to attract industry. 

Mr. Berrts. Some of the New England governors have pointed out 
to us the important part that those development organizations play, 
so far as lending is concerned, to participation of private industry 
and it just occurred to me that might be something to consider in the 
long-range program that you spoke of. 

Governor Srrarron. I think that is important. In fact, making 
credit available I think is one of the most important ways that either 
the national or the local or State government can operate in this 
type of field. In other words, they will get paid back their original 
investment and at the same time they will have the advantage of 
having new business and employment in the area. | 

It is a rather complicated problem because of our State constitutions 
in many States where we can’t directly, of course, allot funds to pri- 
vate industry, but there are ways I expect that we could develop pro- 
grams, to loan it to a local civic group, official or organization. 

A great deal more I personally think could be done not only in 
Illinois but in most of the States in that regard. 
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Mr. Berrs. I am glad to hear you say that, Governor, and I thank 
you very much, 

The Cuarrman. Mr. Patman. 

Mr. Parman. Governor, we are glad to have you back before our 
committee: We enjoyed our service with you while you were here. 

I wanted to ask you about this $10 million State fund for schools. 
What is the interest rate on that fund? 

Governor Srrarron. Well, it is my recollection that there was no 
interest rate. What we did was to set up this fund. As the district 
qualified—by qualifying, it had to show it had exhausted its local 
bonding power, and then number two the people themselves had to 
agree to finance it that way. 

Mr. Parman. You did not have any interest on this fund ? 

Governor Strarron. We build the building for them and in effect 
rent it back to them and at the end of so many years they will own 
it through the rent they have paid for the building. 

Mr. Parman. A sort of a lease-purchase deal ? 

Governor Srrarron. That is right, and I understand you have some- 
thing similar in the Federal program. 

Mr. Parman. Some of us in Congress are trying to stop such lease- 
purchase arrangements by the Federal Government. We feel that we 
have to pay for 2 post offices in order to get 1 that way. 

Governor Srrarton. This was what we thought was the answer to 
those who said “Well, local communities cannot provide sufficient 
classroom space.” 

Mr. Parman. I do not object to your State program. I think it 
was a good step forward, but the Federal situation is different. We 
let private groups finance the post offices, then lease-purchase them. 

The other day the Governor of the State of Washington testified 
that he has 95,000 unemployed in his State, yet they are seeking 5,000 
skilled workers through advertisements appearing in all the papers. 
Do you have a situation comparable to that in the State of Illinois? 

Governor Srrarron. Oh, yes, we have many areas. You take in 
the State government itself we have great difficulty recruiting enough 
trained personnel for welfare institutions or hospitals. Until very 
recently we had great difficulty in getting enough engineers, people 
of that kind, although that situation has eased a little bit recently. 

There is no question but what the trained person still is in consid- 
erable demand. I would like to point out in that regard, too, that 
in talking of this large migration into the city of Chicago, that busi- 
ness itself has a certain responsibility for that condition. As re- 
cently as a year ago they were still advertising very strongly for 
people to come up there and be employed and many of those people, 
of course, came in at about the time this recession started, so it isn’t 
entirely their fault that many of them found themselves on relief. 
There is a responsibility on the part of industry, too. I don’t say 
they overadvertised, but certainly they may give the impression that 
more of these people can be absorbed at a given time than is actually 
possible. 

Now, when we are in a great period of industrial expansion like 
during the war, or in the past 2 or 3 or 4 years, we can take a great 
many of these people, but if it does slacken off even a little bit it is 
obvious that a continuing stream of immigrants cannot be employed 
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and it does leave them in a very serious situation as individuals and 
it makes a tremendous problem for the State. 

Our relief costs are Just rising out of this world. That was hap- 
pening as far back as 2 and 3 years ago, even before we had any drop 
in employment generally. 

Mr. Parman. Governor, do you feel we are in a real recession ? 

Governor Srratron. Oh, definitely. I don’t think there is any 
question about that. 

Mr. Patman. I have listed some groups that I believe we can state 
are in a depression, such as agriculture, smal] business, the coal indus- 
try, the lumber industry, textiles, railroads, and automobiles from 
the manufacturers down to the retailers. They are all in a depression. 

Governor Srratron. Mr. Patman, if you will pardon the inter- 
ruption, I couldn’t agree as far as my own State is concerned. For 
instance, the coal and : agriculture as industries—— 

Mr. ParMan. They are not in a depression in your State? 

Governor Strratron. Not at the moment, at least. 

Mr. Parman. What are the most profitable industries or businesses 
in your State? 

Governor Srratron. Do you mean at the present time? 

Mr. Parman. Yes. 

Governor Srrarron. I suppose certain service industries and prob- 
ably the lighter goods industry. 

Mr. Parman. The banks are doing pretty well, aren’t they ? 

Governor Srratron. I expect they would, although the lower in- 
terest rates recently, I suppose they would feel they are not doing 
quite so well. 

Mr. Patman. I think the returns show they are doing well, not 
only in your State but all over the Nation. All lending institutions 
are operating very profitably. 

In fact, the lenders are making more money out of the sale of auto- 
mobiles that are financed on the installment plan right now than the 
manufacturer of the car is making; that is, in actual profits. They 
are making more than the distributor makes. They are making more 
on appliances and other durable goods where they are financed by the 
consumer. 

The moneylenders are making more profit than the people who 
produce or distribute these goods, a situation which I don’t consider 
very healthy, although I am very much in accord with installment 

lans. I think installment sales provide the poor man’s capital, and 
like to see this encouraged where it is needed; but I regret that we 
permit the moneylenders charging such enormous interest rates. 

Governor Srratron. It can be reduced, there is no question about 
that. 

Mr. Parman. These interest charges are against conscience, in some 
instances. Out in the State of Kansas recently the attorney general 
brought an injunction suit against one finance company which we 
would consider a reputable installment credit concern because it is 
charging consumers 72-percent interest. 

Governor Strratron. We found it necessary in the last session of 
the Illinois Legislature to tighten up considerably not only the con- 
tract form but also some of these methods of installment selling. 

Mr. Parman. Conditional sales contracts. Have you run into that 
problem ? 








ee ” ai. dee: Oth ae ol eh a 


| ars: rs. 


pete ee det eet — ay 4 


sna — 


— Se 









> See *o 


Se ed 


rT 





LEGISLATION TO RELIEVE UNEMPLOYMENT 377 


Governor Srratron. Yes. 

Mr. Parman. They are used, as you know, as a means of evading 
the usury laws. Have you had to have a campaign against what 
is known as the loansharks in your State ? 

Governor Srrarron. Yes, we have had that situation. Of course, 
the loan comes anies are licensed by the State of Illinois and that is a 
little different, perhaps—that is the small-loan license. I agree with 
you that, of course, interest can get too high and apparently we are 
in a downswing the other way now. But if you ask what industries 
are doing best, I think it is obvious that the construction industry 
and certain material suppliers, particularly with the construction 
season opening up now, will do a great deal better. 

[ mentioned on our toll road we will spend $200 million in the next 
4 or 5 months, which will certainly have, even in a State the size of 
Illinois, will have a considerable effect and will employ close to 
25,000 people directly. Indirectly it goes back into the suppliers, 
so certain industries should be getting into a little better shape as 
we go into the summer, but there is no question, the automobile in- 
dustry and some of our heavy equipment manufacturers have been 
hard hit and apparently it will take some time to bring them out of it. 

The Cuamman. Mr. Hiestand. 

Mr. Hiesranp. Governor, I am very happy to ee you on 
that part of your statement which I was able to he: I am sorry 
not to have heard it all. Having been born and laied in Illinois, I 
have a very continuing interest there in various ways. I am especially 
impressed with the spirit in back of your statement which indicates 
your complete belief in the free-enterprise system and that com- 
munities can go a long, long way in pulling themselves out of a change 
in their economy and I cert: 1inly am happy to hear about that. 

What about the oil industry in southern Illinois, is it still going? 

Governor Srrarron. It isn’t growing at the moment. We “had a 
little spurt last year in new development but I would say that gen- 
erally the great increase in the Illinois industry is at an end. It is 
still a large industry. We are still among the first 7 or 8 producers 
annually in the country, out of nearly 30 oil- producing States, but I 
think the period of tremendous expansion in any given year is over. 

We went up in production slightly last year, or year before, rather. 
This past year it has leveled off somewhat. 

Mr. Hiesranp. It has largely replaced the coal industry in the 
southern part of the State, I presume, as to employment. 

Governor Srrarron. That is probably true in some areas. Of 
course, we have a large coal industry all the way up through virtually 
the whole State of Illinois, and these lar ge strip mine operations par- 
ticularly in central and southern Illinois, have been very productive 
in recent years, but, of course, they don’t employ many people for 
the tonnage. 

The developments near the St. Clair County area—large new mines 
tied in with the water transportation were developed r apidly i in the last 
year or two. So the coal industry is certainly not a dead industry or 
one that is going backward in Illinois, but from the employment 
standpoint, yes, there are many less people employed. 

Now, the oil industry has had some new exploration and wells 
brought i in but I would say the big change in Illinois, in bringing up 
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production came about through improved secondary recovery methods 
in the last 3 or 4 years. 

Mr. Hiesranp. It is probable production will continue fairly good 
in the seventh or eighth position even though exploration is not as 
aggressive as it was. 

Governor Strarron. That is correct. 

Mr. Hiestanp. In your State, how would you rate the steel and 
steel products industry if you could combine them, would you say 
that is your largest industry ? 

Governor Srrarron. If you look at the Chicago complex, you 
might call it, and include the neighboring cities such as Gary and all 
of that area that is really tied in ‘together, you can see them all right 
there together. In that sense it is one of our largest industries. 

Mr. Hrestanp. Would you call it the largest ? 

Governor Srrarron. I don’t think you could call it the largest in 
the number of employees as far as the State of Illinois is concerned, 
but it is a large industry. 

Fortun: itely, however, it is not the dominant industry. We have 
so many other large industries in that area that it doesn’t depend 
exclusively—let’s put it that way—— 

Mr. Hiesranp. I have the impression Illinois is probably as well 
diversified as probably any other State. 

Governor Srrarron. That is correct. 

Mr. Hiestanp. I wonder what your reaction would be to a bill, since 
steel is perhaps hit a little hi irder than anybody else perhaps except 
automotive, what your reaction would be as to the immediate effect 
of the bill if it were enacted, to allow production machinery to be 
amortized on a 5-year basis, if purchased in 1958¢ Wouldn’t ‘that be 
a pretty good shot in the arm for those industries and the related 
industries—production machinery presently amortized from 10 to 
15 or 17? 

Governor Srratron. It might be. I am not familiar enough with 
the ramifications, there. It probably i in that particular industry would 
be of help, but I think we would have to Z a little cautious about 
angng out a particular industry. If you do it there you may have 
to do it in some others. 

Mr. Hiesranp. This particular thing has vast ramifications and it 
occurred to me that you might like the idea of that one. 

Governor Srratron. It certainly might prove to bea help. I don’t 
know offhand just what the credit problems are of that industry. 
It might induce them to do their expanding now instead of waiting 
a year or 2 or 3. 

Mr. Hiestanp. I have found a number of manufacturers who are 
very keen for it. 

Governor Stratton. In that sense it might help, yes. 

Mr. Hrestanp. From the tone of your “statement, however, I hold 
the conviction that you believe the expansion of private industry and 
the perhaps immediate lift in confidence to it, can do very much more 
for us than Federal spending, or in fact Government spending as a 
whole. Do you hold that conviction ? 

Governor Stratton. Yes, I hold that conviction that Government 
can supplement both at the national and State level, some of the econ- 
omy, but certainly it can’t substitute itself in the private initiative. 
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Mr. Hiestanp. You don’t think then they can run a check of all 
employment ? 

Governor Srrarron. Projects in Illinois that employ over 90,000 
people, but in a labor force of 4 million that is only a fraction of it. 

The Cuarrman. Mrs. Sullivan. 

Mrs. Sutiivan. Governor Stratton, it is a pleasure to welcome a 
governor from a neighboring State. 

Governor Srratrron. Thank you. 

Mrs. Sutiivan. Governor, I assume you are in favor of social secu- 
rity, unemployment compensation, and the insurance of bank deposits, 
are you not‘ 

Governor Srrarron. Very much so. As a matter of fact, I think 
the unemployment compensation system, in itself, has provided a 
wonderful cushion in this present situation, and others similar to it 
since World War II. In that sense, it not only has helped the indi- 
vidual employee, which, of course, is important, but I think it has 
given stability to business and to professions and in many an area, if 
it were not for the unemployment compensation payments, I am sure 
that many doctors and people who have grocery stores and things of 
that kind would be very severely hit. So ) far they have not been ‘hurt 
very much. As a matter of fact, as I pointed out, the retail sales 
seem to be maintained at a very high level in our State. 

Mrs. Sutiivan. Then you will : agree with me, I am sure, that the 
present recession, as serious as it is, would be much more serious if it 
were not for the existence of these measures which have been called 
builtin stabilizers ? 

Governor, don’t you think the American people owe a debt of grati- 
tude to the new deal which put these fine measures on the statute 
books? I think that you will agree that without them the economy 
would be in a ghastly shape. 

Governor Srratton. I think those measures which were sound, 
which were proposed at the time, and in many cases supported I might 

say, by some of us, certainly have contributed. That doesn’t mean 
that everything which was promoted at that time any more than 
everything promoted now would have the same beneficial effect. 
Looked at in that light, I would say yes. Many of those proposals 
were of great service and are of great service today, and I expect that 
there will be changes in coming years and new additions made as we 
get into a more and more complex sense of responsibility in our 
social picture. Certainly we must have progress. We can’t just let 
the responsibilities lie idle. 

My Iatietes though, has been that we ought to make sure that we 
make use of all of these responsibilities. If there are things a local 
community government can do better than the State, then that com- 
munity ought to be given the tools with which to doit. By the same 
taken, if a State can more properly and fairly and more flexibly, inci- 
dentally, because we don’t all have the same problems in each State, 

can handle a specific field, then they ought to do it and it is obvious if 
they don’t do it, any more than if a local community don’t do it, the 
State will move in, so also, should the Federal Government move in if 
the States generally refused to accept the responsibility. 

I certainly am not so naive to believe that there are not certain 
things that the Federal Government can do much better and has a 
direct responsibility to do. 
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My only feeling is, and I have had a very strong feeling on it both 
within my State and also since I have had the honor of being the 
chairman of the governors, that it isn’t that we expect to do every- 
thing in the States, we can’t, but those things that we can do better 
and that the people expect us to do, we ought to do and we ought 
to do them in a progressive way. We just can’t stand still and look 
back and say because 50 years ago we weren’t in a particular field 
that we shouldn’t get into it now. 

There are many fields such as highway safety, for instance, and 
others, where the States are doing a remarkably = job now and 
in which a few years ago they weren’t doing anythin 

So we all have more that we could and ee ‘de. Let’s put it 
that way. 

Mrs. Sutxiivan. I think we all agree with you on that. 

I was thinking especially of these social security funds, and union 
funds that were built up to help these people, especially in your 
southern Illinois area where for the past generation, as you men- 
tioned, they have been—well, they have lost the opportunity in many 
cases for working. 

Are you familiar, Governor, with what industries have been 
brought into southern Illinois area, to reflect this drop of unem- 
ployment that you say was about 25 percent and now where it is 
reaching some 13 to 14 percent / 

Governor Srratron. There have been a number of industries—for 
instance, Allied Chemical came in in the past year to Metropolis. 
We have had a number of dressmaking firms and things of that 
kind, come in and we had one phonograph record firm come in. 
Firms employing from 100 to 300 people. That type of firm is quite 
well suited for asmall community. 

There has been a number of those firms move into various areas of 
southern Illinois. As a matter of fact, I have been through several 
of their new factories in the last 3 or 4 years and that type of in- 
dustry, which is not heavy industry, with the possible exception 
of the chemical, certainly is well adapted to that type of community. 

Mrs. SULLIVAN. Have they been able to bring in—have they 
brought in experts or have they been able to absorb some of those 
unemploy ed people in that area ? 

Governor Stratron. Some times, of course, some of their manage- 
ment people are brought in, but by and large they employ local 
people. 

In fact, many of those industries employ women, as you know. 
I have seen factories in Pulaski County, places like that, new little 
factories come in in the last 2 or 3 years who employ almost. exclu- 
sively women, perhaps 100 or 200 women in those communities. It 
is a very serious concern to all of us, but I do think there is a new 
local spirit awakening in that area and you have some of the same 
problems across the river in certain areas of Missouri. 

The Cuatrman. Mr. Henderson. 

Mr. Henpverson. Governor, continuing the same line of questioning 
as pursued by Mrs. Sullivan just for a moment, I would imagine in 
southern Illinois you have a problem similar to ours in southern 
Ohio, and that is in the coal mining areas where new industries have 
come in, that the employment is rather heavy, insofar as women are 
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concerned, you still need a good industry or two that would absorb 
some of the employment opportunities for men. Isn’t that so? 

Governor Stratton. That is true. Of course, you want to remem- 
ber that central Illinois has had a tremendous growth in industrial 
development in the last few years. Cities such as Decatur have just 

really boomed. Some of these people would move into those adjacent 
ions, which aren’t too far away. The result of that type of industry 
moving in also helps the picture even in areas where we still have a 
lesser amount of industry because it is close enough that they can 
move into the other areas and get employment. 

Mr. Henperson. Yes, indeed. Governor, I noticed all through your 
presentation that you have indicated that there is an area of State 
responsibility and an area of Federal responsibility and the dividing 
line between the two has changed down through the years. 

Many of us in Congress are fearful that we may not properly rec- 
ognize the line where State responsibility ceases and Federal respon- 
sibility should begin. 

Can you help a little by giving your ideas on just where the dividing 
line between State responsibility and Federal responsibility is? 

Governor Srratton. I think the dividing line is based on two con- 
siderations. One is the real, practical, financial ability of the State 
to carry out a program on its own. ‘The other is the practical appli- 

cation of the program once it is developed. In other words, can the 
States more efficiently and more properly handle it to do a better job 
than the Federal Government. 

Now, the big difficulty in some of these fields lies in the fact that 
there is such a variation between States in standards and in what is 
considered the high-priority problem. What I might consider of 
tremendous import: ince in the State of Illinois, and recommend hun- 
dreds of millions of dollars in the budget for, might not be of any 
consideration at all, say, in a State 500° miles away from us. 

I think you get greater flexibility in certain fields by having State 
responsibility. Now, the States themselves, as you know, have grown 
tremendously. The budget in my own State of Illinois has passed 
$1,300 million. Some of these gentlemen can remember when the 
Federal Government could almost be run per year on that amount. 
So many of the States are a tremendously big business in their own 
right today and are actually—although we think of the Federal Gov- 
ernment as taking on so many new services—actually the States, 
particularly since “World War II, as you know, have been taking on 
at a faster rate than the Federal Government. 

Mr. Henpverson. I think that is true. 

Governor Srratrron. There is no question but what they are alive to 
their responsibilities, but some have done better than others at it and, 
of course, some have more resources. It seems to me that the States 
have to make up their minds just as the Federal Government does, on 
what were the top priority problems that must be solved. We just 
can’t scatter our fire all over. 

A governor in particular runs into that situation. Every group 
thinks their particular field, whether it is schools or welfare or some- 
thing else, should get a larger slice of the budget. Somewhere along 
the line you have to assign priorities. As you gentlemen know, that 
isn’t alw: ays easy when you have various groups ‘who think that their 
cause is the one that ought to be considered first. 
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Mr. Henverson. One final question—and you have led me to this 
final question: Do you believe that in deciding where that dividing 
line actually should be, that Congress should take into considers ation 
the States which have actually refused to shoulder the burden of what 
properly should be a State responsibility. In other words, should 
the Federal Government enter into a field which most States have 
adequately covered, simply because a few States have not? 

Governor Srratton. No. To answer your question directly, I don’t 
think in that case the Congress should, with one or two exceptions, 
and I recognize, as you do, ‘that, for instance, in some of our western 
States where they have a large holding perhaps, more than half of 
the territory still owned by the Federal Government, and you have 
a rather narrow tax base as a result for local purposes, I can under- 
stand that in a State like that you must make some special provision 
and I would much rather see a special provision made by Congress 
for 4 or 5 of those States than I would to apply a general provision 
that would be embarrassing or perhaps completely impractical for 
other States who didn’t need that type of help. 

Mr. Henverson. Do you find that speculating on what the Federal 
Government may do or what the Congress may do, has a somewhat 
paralyzing effect on the various State legislatures ¢ 

Governor Stratton. Well, I suppose that everybody likes to, shall 
we say, pass the buck—pass on responsibility. On occasion, the ex- 
pectation that the Federal Government will eventually do it anyway 
might have a tendency not only among State legislatures, but even 
among the public, to say “Well, why should we get excited about it?” 
I have a very definite feeling that in recent years there has been a 
reawakening to responsibility among both the executive and legisla- 
tive branches of the State governments and I know in my own State, 
among the judicial branch. They recognize today constitutional 
problems that a generation ago we could not have met. And in in- 
terpreting the need for new legislation we have had a very fine record 
both insofar as the legislature and the courts are concerned, and I 
think that shows a growth and a recognition. It may be more ad- 
vanced in some States than others. 

Mr. Henperson. Thank you very much, Governor. Your state- 
ment and your responses to my questions have been very excellent, 
very clear, and very helpful. 

The Carman. Mr. Vanik. 

Mr. Vani. Governor, do you think that our economy can recover 
without any additional massive intervention on the part of the Federal 
Government ? 

Governor Stratton. What is the definition of “massive”? 

Mr. Vanix. We have developed some housing and road building 
programs. Should we stop now? 

Governor Stratton. No, I think there are further things that can 
be done. I have mentioned these things ought to be done not only 
at the Federal level but State and local levels, Also there is a great 
deal business can do through better selling practices. There are some 
things though that should be pressed. T thought that the Congress 
and the President in providing these additional funds this year for 
the highway program, that was something that was needed and it 
fulfills a definite ne need, Now, as long as there is something 
that is really needed, I think we should explore all those possibilities. 
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Now, the economy itself and the question of credit and our banking 
system, that is somehing that the Congress and the Federal Govern- 
ment has a complete responsibility for. It is obvious that even a 
large State cannot have a very great over-all effect, certainly on that 
picture. In the handling of the economy, that is something that 
nationally you are in a better position to handle. 

Mr. Vani. In your opinion, have we done enough with public 
works? Is our program broad enough now, in your opinion, to recover 
the economy? Should we forget about any further interest in the 
rivers and harbors legislation which the President vetoed ? 

Governor Srrarron. No, I think—I understand the President’s 
reason for vetoing that bill. There were certainly some projects in 
there that were more needed than others. I think those that demon; 
strate the greatest need should be reconsidered. I am sure the Con- 
gress will do just that. 

There are other programs that certainly can be pushed faster. I 
think this question of military procurement and things of that kind, 
certainly how that is handled can have a very decided effect. 

Mr. Vanix. With respect to military procurement you want. that 
procurement to be essential procurement. There is a lot of buying 
roing on, things going from the production line right into the scrap 
ook right now. That isn’t too good, 

Governor Srrarron. That is inexcusable. 

Mr. Vani. That isn’t justified, We should buy the things we need. 
What is your reaction to legislation to provide loans for local public 
buildings? There is rumor that the Cabinet members urge the Presi- 
dent to. reject this kind of legislation on the ground that it is in- 
flationary. 

How a you feel about it? Do the needs justify it or should we 
dispense with our hearings on it ¢ 

Governor Srrarron. I think that you should have hearings on it. 
I think I answered the question partly when I said that I think the 
States themselves have a responsibility to—— 

Mr. Vanik. Can you get along without this? 

Governor Stratton. If you will just let me finish—to give these 
local communities the tools, the financial revenues, and the proper 
legislation that they themselves can meet their problem. 

Now, I mentioned, for instance, the school problem, where at least 
in Illinois we have been able through local bond issues, local credit, 
to meet our problem. Now, my own feeling is—I am speaking only 
for Illinois now. I can’t say that it would apply perhaps in. some 
other areas but at the moment, I think any community, virtually, in 
Illinois that wants to engage in a certain type of project could prob- 
ably get the credit and in most instances people have been ver y liberal. 
in recent years in voting bond issues. That may not be true in every 
section of the country. “Tf it isn’t true in a good deal of the country, 
then I think you might have to have some form of Federal credit 
extended. That type of thing has been very helpful in the school 
dormitory buildings and things of that kind and maybe the same 
system could be applied to local governments, but I don’t think that 
you ought to consider on a flat grant basis, 

Mr. Vanik. Categorically, since you head up the governors con- 
ference, and in connection with your responsibility in that position 
to the State of the Union, would it be your opinion that this loan 
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program is not needed on a national basis? There is just no alterna- 
tive about it. Do you think it is necessary or unnecessary ! 

Governor Srratron. As I said before, I would have to give you a 
qualified statement there because in some States it is probably nec- 
essary. 

As far as my own State is concerned, I would say that in virtually 
all fields of community development, with the possible exception of 
some of the housing problem, it is probably not needed. 

I think you have to make a breakdown into specific fields. Now, 
we have this program today of the Federal Government, giving cities 
an opportunity to build necessary sanitary sewage disposal facilities. 
You will notice that program has been very successful but it has begun 
to level off in recent years because most of them who needed it have 
pretty well taken advantage of it. 

Now, there is something that is useful, that certainly hasn’t been 
wasted but the question remains, whether those cities that are remain- 
ing couldn’t if they had to, raise a fund through local bond issues. 

would like to point out that local areas seem to get lower interest 
rates than either the State or Federal Government when they have 
to borrow money. 

Mr. Vanik. One final question, because it may come up next week: 
With respect to unemployment compensation extension, do you favor 
a loan program or a direct grant by the Federal Government or no 
further action by the Federal Government at all ¢ 

Governor Srratron. As I pointed out here, take in the case of Il- 
linois, we could very well finance it ourselves. I recognize that prob- 
ably the majority of the governors and certainly those in the large 
industrial States would feel that they needed help. I will be frank 
with you about that. We could handle it. Even at the end of this 
year with the present drain we would have over $300 million still 
remaining in that fund. 

Mr. Vanik. That takes care of the people who have used up their 
benefits ? 

Governor Srratron. That is right. 

Mr. Vanrx. How does it take care of them ? 

Governor Srratron. The point I am making, under our present de- 
mand, our fund is limited enough that if we had to liberalize it, it 
would still—— 

Mr. Vanrx. Are you taking steps to liberalize it within the struc- 
ture of the State and extend it? 

Governor Stratton. We haven’t called any special session to han- 
dle this. We did liberalize it somewhat in the last session. ‘We in- 
creased the benefits and as I pointed out in Illinois, we will not con- 
sider legislation in this field unless labor and management do get 
down together on this commission in advance and present a program. 

Mr. Vantx. I gather by that that you will consider no Federal ac- 
tion on this point as being your best action ? 

Governor Srratron. Not necessarily, but let’s put it this way. 
Until we see whether or not there is Federal action, then I would 
think at the moment we would not be justified in going to the expense 
of a special session and reopening this question. 

I don’t want to leave the impression that I don’t believe that Fed- 
eral action should be contemplated or investigated in that field. It 
may be well that you will need some Federal action. 
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Mr. Vanrx. Thank you, Governor. 

The Cuarman. Mr. Rutherford. 

Mr. Ruruerrorp. You are aware that the President last year, going 
back to Mr. Vanik’s statement here on the Community Facilities Act, 
that he recommended a so-called soft-loan department in the forei 
aid bill, of the same identical rate of interest that we are attempting 
to pass on to the local communities, of 2 percent, and we are provid- 
ing a half billion dollars in the present foreign-aid bill—a half 
billion dollars in the foreign-aid bill for the same type of loan for 
our foreign countries that we are attempting to do here in the Com- 
munity Facilities Act—the identical same program for our folks that 
the President recommended and the Congress adopted last year and 
evidently they are going to do the same thing this year. 

Governor Srrarron. You couldn’t be very consistent about includ- 
ing that in the foreign aid for foreign communities and not do the 
same thing at home, but what I was trying to point out here, there 
may be some greater need in some areas for this type of thing than 
in others. 

I think that the overall idea is good and I think that the projects 
have been needed projects, but that would be the material with which 
you would judge whether these fields do need help. If you are going 
to do it, I think it is better to do it on that credit basis. 

Mr. Rutruerrorp. Governor, we have gone into the industrial sec- 
tion quite a bit in your State and I understand also you are very agri- 
cultural minded and have a very productive agricultural output. 
What is your agricultural market as far as labor is conc erned, do 
you have a defic it of : agricultural laborers or a surplus? 

Governor Srrarron. I would im: igine at the moment it is pretty 

well balanced out. One of the reasons for the stability in employment 
in Illinois is the fact that we are not only one of the largest industrial 
States, but we are also among the first 2 or 3 in agriculture produc- 
tion. As a result of that, there is a very direct relationship. You 
take in a small town that has a factory, one member of that farm 
family from as much as 20 miles away may be working in that little 
factory in town. There is a very close relationship between the farm 
economy and the industrial economy over much of Illinois and I 
think because of that we have a stability there that you wouldn’t get 
perhaps in an area where it was completely agricultural or com- 
pletely devoted to industrial purposes. 

Mr. Ruruerrorp. Well, if you found your agricultural labor neces- 
sities increased, what would you do—I mean how do you obtain your 
agricultural labor? 

Governor Strratron. Actually agricultural labor demand has not 
increased because the trend, particularly in Illinois as it has been in 
much of the country, has been toward greater mechanization and 
higher production with a smaller amount of labor. 

As a result of that, we haven’t had any farm shortage. The only 
place where we might have a seasonal demand is in the canning and 
vegetable industry and we have migratory labor who come in for 
that, or local women in particular, work in those canning factories, 
and younger people in the harvesting and that type thing, but that 
is a rather small segment of our total agricultural economy. 

Mr. Ruruerrorp. Do you find this: When there is a surplus of labor 
in the industrial labor market in the industrial section and you have 
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a necessity, if such arises, for the labor on a farm, of any of those 
people going back to the farm during those seasons? 

Governor “STRATTON. Yes, some of them very definitely are. You 
have a good point there. The farm economy does absorb some of those 
people, very definitely. Particularly the younger members of the 
family and people of that kind. They go back. 

Mr. Ruruerrorp. You spoke of oil a few minutes ago, and I was 
particularly interested in that. I have a few oil wells in my neighbor- 
hood down there. 

Governor Srratrron. I have heard that about Texas. 

Mr. Rutuerrorp. I live in what is commonly referred to as the oil 
patch. We have the largest oil field supply center in the world in 
my home town for 10 years. We took that distinction from Tulsa some 
years ago. 

You say you had a spurt and then a leveling off. What is your great 
competitor to increase in exploration for oil now? Is it coal or is it 
imports ? 

Governor Strratron. I realize the implication of your question 
because I happened to serve as chairman of the Oil Compact Com- 
mission 2 or 3 years ago and I am quite familiar with the problem 
involved in imports. I would say in Illinois, it is not so much a ques- 
tion of direct competition as it 1s a physical limitation on where oil 
can be found. They have pushed it up almost to the center of the 
State to Springfield, now, the capital, but from there north, although 
we have considerable coal, no one has ever considered it was w orth 
much for oil exploration because they have never been too successful 
in the northern half of the State. 

So there are some physical limitations there as to where oil could 
be found even if you drilled for it. It is because of that that I think 
we may have reached about the limit, the geographical limit, let’s 
put it that way, of oil production. There still may be some areas that 
will be developed but they will be developed within the existing pat- 
tern in that geographical area in the southern half of the State. 

Mr. Ruruerrorp, You are restricted geographically more than—— 

Governor Srratron. More than any question of competition such 
as foreign oil imports. I am aware of the oil difficulty and I was one 
of the governors, including the Governor of your State, who requested 
the President and the Cabinet to act on that matter several months ago. 

Mr. Rurnerrorp. Governor, you spoke a while ago of the tax base 
of your individual communities. What is your tax base on the State— 
I know you have a primarily consumers’ tax, which—they all get 
down to the consumer. Do you have any gathering or severance tax 
on oil or coal or any other natural resources ¢ 

Governor Sruarron. We haven't a severance tax on oil and it has 
been a rather delicate, sensitive subject because the oil industry or 
part of it at least—I shouldn't say all of it—part of it has looked 
askance at changing our constitution because they feared some kind of 
severance tax. 

Our great problem at the tax level in Illinois has to do with local 
taxation. We have an outmoded personal property tax that is pretty 
generally evaded because under modern conditions it could sc arcely 
be appli ied. 

The State has authority now to levy a property tax for State pur- 
poses but for over 20 years it has been waived by State officials each 
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year and we have a 214-percent State sales tax on general purchases 
and then we have the usual taxes on liquor and cigarettes, We have 
a rather lucrative tax on power sales that will amount to about $34 
million this year. That is gradually increasing all the time. 

Mr. Ruruerrorp. Texas has neither sales tax nor the income tax. 

Governor Srrarron. But look at all the oil you have. 

Mr. Rurnerrorp. We havea tax on it, though, Governor. 

The CuarrmMan. Mr. Coad. 

Mr. Coap. Governor Stratton, I, too, welcome you as a neighbor, 
being from the State of Iowa. 

Governor Stratton, the President has requested this year in the for- 
eign-aid budget, $3.9 billion. Are you for foreign aid? 

‘Governor STRATTON. | believe that foreign aid has been useful. in 
our overall approach to foreign relations, particularly as a result of 
the disturbed conditions since World War II. I am not close enough 
to that problem, I haven’t worked closely enough with it to be specific 
on whether it ought to be $3 billion or $3.5 billion or $2 billion. 

Mr. Coap. Do+ you favor genet rally the foreign-aid program ? 

Governor Srrarron. I think in general it “has been of some help. 
What the specific application of it should be or how far it should go, 
I just haven’t in recent years had enough experience with it to be able 
to give you really a valid answer. 

Mr. Coap. You are aware that there are dams and hydroelectric 
projects and that sort of thing in the foreign-aid bill, as there have 
con through the years, is that right ? 

Governor Srratrron. I have heard that, yes. Frankly I have been 
so busy with our own problems, I haven’t had too much chance—— 

Mr. Coap. You are aware, are you not, that the cost-to-benefit ratio 
does not apply in those projects ? 

Governor Srrarron. As I said, I am not too familiar with the de- 
tails. 

Mr. Coap. You said you generally are in favor of foreign aid; that 
includes this kind of a project, and yet right south of my district we 
had $44.5 million for a dam project, which was one of the reasons why 
the President vetoed the public-works-authorization bill. We had 
other money in there for Iowa. 

I noticed a moment ago in your statement that you used the termi- 
nology “economic adjustment.” 

Last October, in 1957, the President made a statement that we were 
going to have to have an economic adjustment and one of the ways to 
bri ing this adjustment about was to stop buying. 

Do you feel that that was a wise procedure and that it has produced 
beneficial results ? 

Governor Srratron. I am not familiar with the full context of the 
statement, but my own feeling has always been, and I think I ex- 
pressed it when I was a member of this committee right after World 
War II, that people should be encouraged to buy, they should be given 
reasonable credit opportunities- -individuals—and i think I under- 
stand what the President may have had in mind, but it seems to me 
that people expect a higher st andard of living and it is something we 
should strive for and one of the ways they get that higher st: indard 
of living is to continually want new and better products, and, of 
course, in doing that, you provide more employment. 
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I am sure that the President didn’t mean that he wanted the busi- 
ness cycle slowed. I think he may have been concerned about over- 
extending themselves on the part of some of our people. 

My own feeling is that:some of those decisions will have to be made 
by individual families. Some will make them wisely and some not. 

The general trend—and I must give the ladies a great deal of credit 
for this—the general trend is toward a higher standard of living and 
toward buying new and better products. 

Mr. Coap. The economic oliutment that was thought about and 
talked about by the administration last October, is that what we have 
now ? 

Governor Stratton. I am not familiar with what they were talking 
about last October. 

The economic adjustment that I think I mentioned was specific in 
regard to the coal industry in southern Illinois. At the time we were 
discussing that I think we made the statement they pretty well ad- 
justed themselves to that, but you are talking about the national pic- 
ture. 

Well, I don’t recall the exact statement that any of those officials 
made but I think it is obvious we are in a period of readjustment and 
we have done that every few years—at least in my memory,-and I 
expect in yours. 

We have outside events which sometimes affect these things, such 
as wars. We have sometimes overproduction, we have sometimes per- 
haps too high interest rates, and a lot of things that can enter into it. 
These things go up and down and they have to be balanced off. 

Mr. Coap. What I am attempting to point out is a rather imponder- 
able and impossible situation where last October the administration 
was calling for an economic adjustment. Now we have that economic 
adjustment, and I don’t think there is a responsible official anywhere, 
any place in this country that says that 5 million unemployed is a 
good thing and yet many of the items that have brought about this 
recession are continuing. 

And yet some of the programs which are being put forth by the 
Congress and some of the programs that are being enacted are the 
ones that are being vetoed. 

Now we have a perfect dilemma of two horns where we have an eco- 
nomic adjustment that the administration wanted last October and 
now that it ended up as a recession the administration is refusing to 
do the things that are necessary to bring us out of it and I don’t think 
that staying on a plane of 5 million unemployed is good at all. 

And if anyone can look at a leveling off of 5 million unemployed 
and be happy about it is one of the most intolerable situations I have 
ever witnessed. 

I thank you very kindly for appearing before us. 

Governor Stratton. Thank you for your statement. I think we 
are on the horns of a dilemma all right, and so is all of our modern 
economy. That dilemma is the contrast between inflation and depres- 
sion and somewhere in between we like to be. Now that situation 
maintains not only here, but in other parts of the world. 

I think your statement is definitely correct. We would like to 
employ everybody but it is obvious that is an ideal that is sometimes 
hard to reach. 
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In my State of Illinois, even in periods of highest employment, as 

I went to some pains to point out here today, we still have in many 

ears as high as 100,000 or 200,000 people who just can’t be absorbed, 

ecause they are not skillful enough, or they are not in good physical 
shape and chicas of that kind. 

It is a continuing one of the things I think this Congress should 
very definitely look into, and it is something that I think is a national 
responsibility—this question of taking care of those people who are 
not employable even in the highest periods of industrial expansion. 
I think that that is a long-range program that requires considerable 
attention because it affects not only the large industrial States such 
as mine, but it has a very definite effect on many other States that 
these people either return to when things recede in industry, or they 
remain on our hands. 

I think that is a problem that is going to have to be met and met 
rather soon. 

Mr. Coan. I appreciated your remarks a few minutes ago, about 
the community facilities bill, that you at least ostensibly are for it 
because it lets the community do for itself 

Governor Srrarron. It encourages them to help themselves. 

Mr. Coan. I appreciate all the effort: you have put forth in your 
State, as have many of the other States. 

That is all, Mr. Chairman. 

Mrs. Sutuivan. Mr. Chairman, may I be recognized for a moment? 

The Cuatrman. Mrs. Sullivan. 

Mrs. Sutiivan. Governor, I am very much interested in southern 
Illinois. I have a sister who has a growing family living in Carbon- 
dale and I have a wide acquaintance with many families in that area 
I know they are all very much concerned about the opportunities that 
these areas will offer to their children as they are getting ready to 
get into employment. 

I wondered if you could supply for the record some of the indus- 
tries who have been moving down into that southern Illinois area and 
how many of the local people have been absorbed and how many 
they have brought into the area. For instance, at a place like you 
mentioned, Allied Chemical, also I think it would be of help to us in 
considering these and other distressed areas, to know what type of 
industry could be brought in to develop that area that has been 
under great unemployment and depression for so many years. 

Governor Srrarton. I would be happy to do that. You might be 
interested in knowing that right in the Carbondale area, another chem- 
ical plant is under construction right now, by Olin Industries. I will 
be happy to provide that for you. 

I will repeat again, I think one of the greatest hopes for that area is 
the cultural dev elopment and technological development at Southern 
Illinois University. They play a very “unique role there in providing 
education of a very practical nature to help those folks improve their 
condition. 

The State is spending an increasing amount of funds and out of this 
$248 million bond issue I mentioned, $40 million would be spent next 
year, right at the university for new facilities. 

Mrs. Sutuivan. Thank you. 
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The CuatrMan. Governor Stratton, I understand there is a consti- 
tutional limitation on the tax rate and the expenditures of revenue and 
on the indebtedness of the municipalities in Illinois, as there is in 
Kentucky. Is that true? 

Governor Srratron. I believe that that is probably true, particu- 
larly in certain fields, that is right. 

The Cuarrman. Now, under the Community Facilities Act, loans 
can be obtained by cities and if the project is a revenue-producing 
project, revenue bonds may be issued, which would obviate the neces- 
sity of keeping under the debt limitation. 

Don’t you think that would be helpful to some of these cities? 

Governor Srratron. Very definitely. 

The Cuarrman. Then you would be in favor of a bill that would give 
the accommodations to the cities that they need and give them munici- 
pal facilities absolutely necessary for the health and happiness of the 
people? 

Governor Srratron. That is right, providing it is on the program 
you mentioned where it is an extension of credit rather than a grant. 
I think they would exercise more care in choosing their projects. 

Again I will point out, just speaking for Illinois, most of our cities 
are not in bad financial condition. They were a few years ago and the 
same thing was true of our school districts. I use that as an illustra- 
tion, that at least as far as Illinois is concerned, the impact would not 
be as great but I understand, I recognize, that much of the country 
does present a very serious problem in that regard. 

The Cuarrman. In many of those cities, water projects are needed, 
and things of a lasting benefit, not only for this generation but other 
generations. 

You favor that, I am sure. 

Governor Srratron. Anything that is really needed. One of the 
reasons why some of these cities do not always have some of these 
projects because the people locally have voted. against it and that is 
something that we want to consider. There is a question of local 
leadership and education of the people to the need. So that many 
times it isn’t lack of financial ability, it is just the people locally de- 
eiding they would rather have something else rather than that par- 
ticular facility. 

That should be considered in any survey of municipal needs. I 
think that all due credit should be given to municipal leaders in recent 
years. They have been doing a much better job of educating people. 

In our State we have a planning commission now for all of northern 
Illinois. The whole metropolitan area where 5 million people live. 
A few years ago you couldn’t have got those people to sit down to- 
gether and talk about their mutual problem. 

Now all the municipalities in that area are represented, they are 
drawing up plans along the very lines that you are suggesting. Co- 
operative plans toward water supply, disposal, transportation and 
things of that kind, so there is a very definite trend and I understand 
that is true in some of the other metropolitan areas, to recognize these 
problems and what they are: Large problems and in some cases almost 
statewide rather than just being an individual community involved, 

And anything that can be done to encourage those communities to 
take such action, either at the State or national level, and provided 
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it is on a sound, self-help basis, certainly I think we could all support 
it, both at the State and national level. 

The Cuarmman. I am sure you state the truth when you say it is 
difficult to get the people to vote taxes on themselves. Often they 
won’t do it for needed projects. Under this system, issuing revenue 
bonds, they won’t participate in that and the Government can give 
them something they ought to have but they won’t vote for. 

Governor Srratrron. That is right. I have seen—in fact, I would 
appreciate having this off the record for the moment. 

(Discussion off the record.) 

Governor Srrarron. I will say in the school situation, part of the 
problem lies within the States, themselves, because they fail to con- 
solidate their districts and one of the reasons why Illinois has a good 
record on school building, we have cut our districts since 1948 from 
12,000 to about 1,800 and as a result of that, we are able to build bigger 
and better faciilties. 

Not any less expensive, but we get better facilities and better use 
of the teachers. - Now that is a problem where many of the States have 
been very lax. They have too many districts and schools with four 
or five students at each crossroad. The States, themselves, have a 
responsibility they haven’t always met up to in that regard. 

Mr. Brown. Mr. Chairman. 

The Cuarrman. Mr. Brown. 

Mr. Brown. Governor, I know you are taking care of the unemploy- 
ment in southern Illinois by new industries. That takes care of a lot 
of the farm people, too ? 

Governor Srratron. That is right. 

Mr. Brown. How do you go about getting these industries? I want 
to get some myself. 

Governor Stratton. Well I will tell you what. We have followed 
the methods more recently of some of our good friends to the south 
of us, such as Arkansas and your State and others south of you— 
Louisiana, and Florida. 

What you have done, and I give you credit for it, has been to pro- 
vide incentive and to provide information. I think one of the things 
that a State agency can do is to have at hand—and they are hard to 
find at times—statistics that would give a new industry a definite idea 
of what a particular area has to offer in the way of advantages. 

Now some communities do a pretty good job of that, but on a state- 
wide basis, even today it is hard always to find valid statistics. Now 
the second thing that can be done is for local areas to improve their 
living conditions. In other words, if you are providing good schools 
and you have an adequate water supply and you have good labor and 
working conditions, that is going to attract industry. 

Mr. Brown. I had an idea your tax structure had something to do 
with it. 

Governor Srratron. I was trying not to be too much in the adver- 
tising line here today. There is no question that the tax picture and 
stability of government both at the local and State level, does have 
considerable bearing. No reasonable management would want to go 
into an area where they are going to expect considerable trouble and 
great increase in taxes. 

As a result of that, industry, of course, does look a little more kindly 
on areas where they have a stable tax picture. That doesn’t mean that 
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Illinois taxes are necessarily low, but we do try to spread them out 
more generally and, secondly, we try to limit our special projects to 
things that we think will receive general acceptance, such as schools or 
highw ays. 

Mr. Vantx. During your discussion I have heard no positive state- 
ment concerning a very important piece of legislation which has been 
submitted to this Congress by the distinguished chairman of this com- 
mittee, Mr. Spence, and by the distinguished Senator from Illinois, 
Mr. Doug: as, the legislation relating to the depressed areas. Are you 
in support of this legisla ition or what is your position on it? 

Governor Srratron. I think we discussed the general picture there 
quite thoroughly. Properly handled with regard to local incentive 
and with regard to the Federal—— 

Mr. Vanrk. We have to assume it will be properly handled. 

Governor Srrarron. That is right, but I am talking about the finan- 
cial basis, itself. And with due regard to other Federal obligations 
and the Federal Government’s ability to produce funds, I think some- 
—s of that kind can be useful. 

I don’t think anyone could tell exactly how much would prove to be 
needed over a period of years. You have to set some estimate, I sup- 
pose. I expect that our distinguished chairman here has probably as 
much of an idea, or better than others, on what might be needed, but 
there is a great field of disagreement on how much would be needed. 

It is obvious—it brings up a question that was asked here a while 
ago—it is obvious that if a community or even a State thought the 
Federal Government was going to make something available in a short 
time, that they wouldn’t put their own individual effort into it to the 
extent that they might if they thought they had to do it completely on 
their own. 

I am very definitely of the opinion that although southern Illinois 
and perhaps some adjacent areas in other States need help and have a 
lower scale of living perhaps than some of the more favored indus- 
trial areas, that nevertheless, there has been progress made there since 
World War II. Relatively speaking, they are not up to central and 
northern Illinois. It isn’t entirely a question of industry. It is a 
question of less productive agriculture, it is a question of perhaps less 
favored transportation, and very definitely a question of lack of a 
skilled labor force. 

Now that is where institutions such as the Southern Illinois Uni- 
versity are proving of great help through their industrial training 
courses and things of that type. It isn’t enough to say you are going 
to have new industry come in. You have to provide somebody who 
is capable of working in those industries. 

Mr. Vantx. One of the arguments I heard in support of this legis- 
lation essential to help West Virginia, Kentucky, and southern Illi- 
nois—do I gather from your statement that Illinois is getting along 
very well without it? 

Governor Stratton. We have gotten along without it up until now. 
I think certainly if that sort of program is put into effect it might be 
useful but my feeling is that we just couldn’t wait for that—we 
couldn’t anticipate that. The State has gone into this thing on a 
much larger scale than ever before. A larger proportion of our 
State funds are being spent for public works than ever before in that 
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area, and then in recent years we have developed a very large park 
and recreation program in the area which we think will eventually 
attract more people. 

You know it is a very scenic area in there. 

Mr. Vanix. When we consider our action on this bill where do we 
put the Governor of Illinois, for it or against it ? 

Governor Srratron. I would say in principle it would be all right, 
but how much you should appropriate, things of that kind, you have 
to view in the light of national needs. I am not in a position to tell 
you whether you should have $200 million or $500 million. All [ 
know is, in the southern part of Illinois, some of that would probably 
be useful. 

Whether we could get along without it or not is open to debate. 
I think we are getting along better than we have before, there, and 
I think that local initiative has been aroused to an extent that we 
never had in that area before. 

There is no question but what the facts show that new industry 
is beginning to move into that area, for several reasons. 

Mr. Vani. I would appreciate, without pressing the matter at this 
time, I would appreciate a clarification of this issue because we are 
going to have to act on it one way or the other. I can’t quite follow 
agreeing with things in principle. I served on a commission once 
and we agreed on everything in principle and when we added up 
our work at the end of the year, we agreed on nothing because every- 
thing was agreed on in principle. 

We had no conclusions on vital issues. 

Governor Srrarron. You can understand that as governors we 
follow a policy, and we have to do it even in dealing with local legisla- 
tion, that we never actually commit ourselves until the bill is well on 
its way toward passage, for the very good reason that we have had our 
fingers burned when we would be supporting a piece of legislation and 
then w hen it came to our desk, it had sometimes almost the reverse of 
the provisions of what we anticipated. 

That is why we generally will support a general program, or prin- 
ciple, but are very wary of giving a definite endorsement to every 
provision in legislation until we actually see the finished legislation. 

I think you can understand why that is true and even despite that, 
in Illinois I have set a veto record in one session by vetoing over 200 
pieces of legislation. You can understand why we do have to be 
rather careful of just a broad endorsement of any particular bill, 
whether it is in the State legislature or in the Congress. 

I may subscribe to the general purposes on “must” legislation, but 
until we see the final provisions, we have to be rather c: reful. 

Mr. Vanrk. Your position has been a very good guide to me because 
I come from a community that will receive no benefit by this legis- 
lation. It has been told to me that southern Illinois was in great need 
of this depressed area legislation and I am inclined to believe now 
that it isn’t quite as serious as has been presented. 

Now one final question: Do you believe that it is in the national 
interest for the several States to compete with each other in offering 
tax benefits and free plant sites and leased plants and buildings? 
Very often these offers are made at sacrifices that the communities, 
thernselves, or the States cannot afford. 
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Do you think it is healthy to have that kind of competition between 
the States? Sometimes the State that can afford it least, offers most. 

After all, if they are offering free things eventually they have to 
recover some gain back. Does that in the end raise the standards of 
living in those States? 

Governor Srratron. I think I intimated a little bit earlier my feel- 
ing on it. I think the question of competition between States for 
industry, itself, is healthy but in answer to your specific question, I 
think some States have piled up future difficulties for themselves or 
at least the communities have, by a too-free use of tax-incentive pro- 
grams that cannot be relied on in later years and will cause some 
dislocation and difficulty, as against other industries in the community. 

So my feeling would be, in answer to your question, competition 
in a sense that you try to get people to move to your State by showing 

real advantages, that is fine. If you try to create artificial advantages, 
such as discrimination in your tax structure, that I think, is bad. 

Mr. Vanrx. Or sometimes the favorable climate for labor, which 
usually means a lot of legislation on the State books that "doesn’t 
really help the welfare of the worker. 

Isn’t it true that after a time conditions will level off and the 
labor that comes to this new area or that works in this plant will 
sooner or later demand for itself what was demanded in other areas 
where the climate was less favorable? 

Isn’t that a temporary phenomenon that doesn’t really gain much 
to the industry ? 

Governor Srratron. I think that is right. The question of wages, 
for instance, certainly is one that is only of temporary advantage. 

Mr. Vanik. A State can’t promise to continue to produce a climate 
that is going to be to the advantage of the industry all the time. 

Governor Srratron. Certainly not by trying to stress low pay. 

I do think the States can provide and show that they have provided 
better schools or living conditions. Those things are tangible and 
they would apply to all the people in existing ‘industry as well as 
new industry. 

But as I said, to set up artificial lures is not, I think, good long- 
range policy. 

Mr. VanrK. On that point and just one final question: Wouldn’t 
you support a constantly increasing minimum wage which will raise 
up the level of workers throughout the land so that competition 
doesn’t exist on the price of labor ? 

Governor Srratron. Definitely, and, of course, whether any of us 
like it or not—and most of us do because it means a better scale of 
living for all of us—the fact remains that you are going to have in- 
creasing return for labor’s work. You are going to have increasing 
trends toward shorter hours, and at that point many of us have a 
responsibility to provide better recreational facilities and_ better 
transportation and so forth, so you can’t turn the clock back. 

Mr. Vanik. Thank you very much. 

The Cuarrman. Are there any further questions ? 

Governor, I would like to know what proportion of the entire rev- 
enue of Illinois comes from sales taxes? 

Governor Srratron. For general revenue purposes—that is the 
ordinary housekeeping part of the government, virtually—well I can 
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give it to you in this way. Biennium it will run pretty close to $800 
million. Some of our other taxes which may be specified or ear- 
marked will bring in large amounts, too. 

For instance, the gasoline tax. But in our State, that is earmarked 
specifically for maintaining the highway system and for related func- 
tions such as payment of the highway police, which, incidentally, I 
have doubled the number of within ‘the last year in our highway 
safety program, and for driver training and things of that kind. 

But for the general purposes—in other words, funds that you can 
use from the general fund for all the myriad ordinary purposes of 
government, the great bulk of it comes from the sales tax. 

Of course, I will be happy to put in the record for you a break- 
down on our revenue sources but I am interested in that question 
because so far in Illinois we have been unusually fortunate. Our 
estimates were conservative enough in our session a year and a half 
ago—as a matter of fact, I pointed out at that time ‘that eventually 
we would have to expect some leveling off in the business in the 
State—our estimates were conservative enough that we are not in 
Illinois, at the moment at least, under any pressure to pass additional 
taxation to meet our anticipated budget demands. 

Now that is not true in many States for various reasons and we 
are fortunate because the sales tax revenue we do have has held up 
even better than our estimates of a year and a half go. 

Mr. Brown. What is your rate of sales tax ? 

Governor Strratron. 214 cents on the dollar. In addition, as I 
mentioned earlier, we gave the cities the opportunity, themselves, to 
levy a half cent. 

The Coamman. What number of communities have adopted the 
tax ¢ 

Governor Srrarron. Over a thousand. Members in both parties 
of the legislature and many merchants felt that there would be dis- 
crimination and only J or 2 of the large cities would take it and then 
you have this question of bordering States. 

The interesting thing is that almost unanimously they have accepted 
it now and it has put every city in the State on a sound financial basis, 
and they were in great difficulty, most of them, prior to that time. 

The Cuairman. Are the people satisfied w ith it? 

Governor Srratron. Yes, that is an interesting thing. As you 
know, that type of tax is rather painless when you pay a half a cent 
on thedollar. You don’t know it with your bill. 

The Cuatrman. The people in Kentucky generally disapproved of 
it. 

Governor Srratrron. We have been on a sales-tax basis for sales 
purposes for so long people have pretty well accepted it. There are 
limits even there. I expect when you get up to 214 or 3 cents you 
can’t go much higher than that and not find difficulty with both the 
taxpayer and business. 

The Cuarrman. Is the revenue from that source one that has been 
pretty even during the times of depression ? 

Governor Srratron. Yes. As a matter of fact, until last month 
it was running above what it was a year ago, which was our highest 
return and then last month it fell off not quite 2 percent as far as 
the general sales tax is concerned. 
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As I previously mentioned, the sale of power, the sale of cigarettes 
and the sale of liquor showed a larger return last month than the 
same month a year ago. You can draw your own conclusions from 
that. 

The Cuarrman. Are there any further questions ? 

Governor Srrarron. I might say, Mr. Chairman, if you will 
pardon the interruption, that we are trying to build up our capital 
outlay program through some forms of bond issue. For instance, 
I mentioned today that we are asking a referendum this year on $248 
million for our mental hospitals and our colleges. So that that 
revenue that I talk about is for—up to this point it has been used 
for general operational purposes, and our capital outlay, but I am of 
the opinion if we are going to do the kind of job we should for the 
next few years to meet this big increase of college enrollment and 
to replace our obsolete hospitals, we are going to have to have addi- 
tional funds. 

But those funds will be paid out of existing general revenues. 
There will be no special tax requested to secure the bond issue. 

The CuHarrman. Are there any further questions? If not, Gov- 
ernor Stratton, we are delighted that you have had the opportunit 
to come down and visit the committee that you once served on wit 
distinction and we hope you will have the opportunity to come back 
sometime. 

We thank you very much. 

Governor Srratron. Thank you, Mr. Chairman. 

I might say it was on this committee that I first began to realize 
how large and difficult some of these problems were. 

(Whereupon, at 12:25 p. m., the committee adjourned to recon- 
vene at 10 a.m., Monday, April 28, 1958.) 

(The following statements were submitted to the Committee by 
the Governors of Rhode Island and Missouri:) 


STATE OF RHODE ISLAND AND PROVIDENCE PLANTATIONS, 
EXECUTIVE CHAMBER, 
Providence, April 29, 1958. 
Hon. Brent SPENCE, 
Chairman, Committee on Banking and Currency, 
House Office Building, Washington, D.C. 


DEAR REPRESENTATIVE SPENCE: I am enclosing herewith a statement on small- 
business financing for inclusion in the record of the hearings of the Committee 
on Banking and Currency of the House of Representatives which is considering 
this important matter. 

I appreciate the opportunity of submitting this statement for the considera- 
tion of the committee. 

With kind personal regards, I am, 

Sincerely yours, 
DENNIS J. ROBERTS, 
Governor. 


STATEMENT OF Gov. DENNIS J. ROBERTS OF RHODE ISLAND 


Inasmuch as approximately 98 percent of Rhode Island business is small 
business, I welcome any measure which will strengthen the competitive posi- 
tion and encourage growth of small business. I believe that H. R. 10345 would 
help to accomplish this result. 

The hearings before your Select Committee on Small Business last year 
brought out a number of significant points, which I believe to be representative 
of the problems of small business in Rhode Island. The difficulty of small 
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business in obtaining needed capital, and particularly long-term capital funds, 
was plainly demonstrated. 

For example, the findings of the Department of Commerce survey of small- 
business financing indicated that of the firms surveyed, 19 percent of established 
firms, and 28 percent of newer firms were unable to obtain the full amount of 
outside funds desired. This survey also showed that less than 10 percent of 
loans obtained were for 3 years or more, and that of those firms unable to obtain 
desired loans, over 50 percent of established firms and about 35 prcent of newer 
firms sought relatively long-term capital investment for periods of 3 years or 
more. 

The difficulty of small business in obtaining the long-term capital funds 
required for modernization and expansion is further aggravated by the fact 
pointed out by Mr. Barnes of the Small Business Administration: That small 
business is typically subject to relatively large fluctuations in earning power. 

A growing small business which has reason to expect that its earnings will 
vary considerably from year to year is likely to need equity capital rather than 
loans. For a corporation, this means the sale of capital stock. The great 
advantage to small business of such equity capital as compared to a loan, is 
that, while equity capital expects a good average return, this return is realized 
from profits, and does not impose additional fixed charges, as loans do. 

The importance of better sources of equity capital for small business was 
effectively brought out in the testimony of Mr. Edward T. McCormick, president 
of the American Stock Exchange, among others. 

A small business which is able to finance capital expansion with equity capital 
such as capital stock is in a favorable position to weather temporary setbacks 
in earnings, where a similar business obtaining loan funds for expansion may 
be forced into bankruptcy or receivership at the first serious setback, as the 
result of substantial fixed charges for debt service and a financial position which 
would tend to restrict the power to borrow additional funds. With the likeli- 
hood of fluctuating earnings, therefore, it often may not be prudent or sound 
for a small business to take on substantial additional fixed charges for debt 
service, even though average earning power and growth potential are good. 

Small business generally, if it is to survive the intense competition of its 
larger competitors, must be in a position to take full advantage of the most 
modern techniques, equipment, and facilities available. This requires a greater 
availability of appropriate types of long-term capital funds than exists today, 
particularly for smaller business. 

It is my feeling that the proposed bill is definitely a step in the right direc- 
tion, and would serve to increase availability of long-term loans to small busi- 
ness—for which there is a real need. 

In my opinion, however, section 502, covering provision of equity capital, 
should be strengthened to include provisions for immediate and direct furnish- 
ing of equity capital. As this section now stands, it merely provides for lend- 
ing on debenture bonds, convertible to stock at the option of the lender. 

If the nature and financial position of the business requires equity capital 
rather than loans, it would seem that a small-business investment association 
should be permitted to purchase capital stock in the first instance, where 
the earnings and growth potential of the business would justify such an invest- 
ment. A prudent businessman might well hesitate to assume substantial 
bonded indebtedness, even initially, if he knows that equity capital is what he 
really needs. 

If the proposed bill were amended to permit immediate and direct purchase 
of capital stock in appropriate cases, smaller business would be given the op- 
portunity which they generally lack today—the opportunity to obtain long-term 
financing in the form most suitable to their own particular requirements. 





EXECUTIVE OFFICE, STATE OF MISSOURI, 
Jefferson City, April 30, 1958. 
Hon. BRENT SPENCE, 
House Office Building, 
Washington, D.C. 

DEAR CONGRESSMAN SPENCE: This will acknowledge Congressman Patman’s 
letter requesting that I send you a statement of my views for use by the Com- 
mittee on Banking and Currency. 

I agree with Missouri’s Senator Symington in his views that an agency, com- 
parable to the Reconstruction Finance Corporation, should be established. Such 
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an agency would have the role of making credit available to basically sound 
companies which are unable to obtain credit through private sources on reason- 
able terms. 

In my opinion this should not be a bank organized for the purpose of sub- 
sidizing individual companies, but rather one which would make available, 
under practical terms, funds necessary for their sound growth. It would ap- 
pear to me that there is real need for such a financial organization. If we can 
finance development in other countries through an Export-Import Bank, an In- 
ternational Monetary Fund, or direct government-to-government loans, we 
should be able to make necessary credit available to our own small businesses 
on realistic terms. 

In addition to financial assistance, there should also be a revision of our 
corporate tax structure to make it easier for small companies to support their 
own growth from their own earnings. 

Not only the survival, but also the opportunity for healthy growth, of small 
business is essential to the maintenance of a democratic private-enterprise sys- 
tem. Obstacles on the road to economic health for small business have been 
growing rapidly, and for the most part, have developed in spite of the indus- 
trious efforts of the small companies themselves. 

A major obstacle, and one concerning which some positive action can and 
should be taken, lies in the credit field. Large businesses are getting larger; 
small and medium-sized businesses are having increased difficulty in surviving. 
This latter situation is due, in considerable measure, to the relative ease for 
large businesses and difficulty for others in obtaining funds both for facilities 
and working capital. 

I sincerely hope that this statement may be of assistance to you. 

Kindest personal regards. 

Sincerely, 
J. T. Buam, Jr., Governor. 
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MONDAY, APRIL 28, 1958 


House oF REPRESENTATIVES, 
ComMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10 a. m., the Hon. 
Brent Spence, Chairman, presiding. 

Present: Messrs. Spence, Brown, Patman, Barrett, Mrs. Sullivan, 
Messrs. Reuss, Ashley, Vanik, Coad, Anderson, Breeding, Talle, 
Kilburn, Betts, Mumma, McVey, Hiestand, and Bass, 

The Cuairman. The committee will be in order. 

We have as our witness this morning, President David J. McDonald 
of the United Steelworkers of America. 

Mr. McDonald, you are representing people who are deeply inter- 
ested in the legislation we are considering. The percentage of un- 
employment in the steel plants is very great and the production, I 
understand, is down well below 50 percent. I know Mr. McDonald 
must have given very great thought to this problem and I am sure we 
will be benefited by his statement. 

Mr. McDonald, you may proceed as you please. You may read your 
statement and subject yourself to interrogation if you desire. 


STATEMENT OF DAVID J. McDONALD, PRESIDENT, UNITED STEEL- 
WORKERS OF AMERICA, ACCOMPANIED BY ARTHUR J. GOLDBERG, 
GENERAL COUNSEL; AND MARVIN MILLER, RESEARCH DIRECTOR 


Mr. McDonaxp. Thank you, Mr. Chairman. 

My name is David J. McDonald and I am president of the United 
Steelworkers of America. 

At the outset, I would like to thank you, Mr. Chairman, and the 
committee, for affording me this opportunity to present the views of 
my union concerning the unemployment problems facing steel work- 
ers and labor generally. 

It is clear that the state of the national economy is not good. Un- 
employment had doubled in the short space of 6 months. Industrial 
production has declined almost 12 percent in the same period. And 
almost all of the other important economic indicators continue to re- 
flect downward movements. 

In many industries the situation is far worse. In basic steel, pro- 
duction in early April was a full 50 percent lower than a year ago 
and was actually 20 percent lower than production a decade ago in 
the years 1947 through 1949. From the latter part of 1956, when 
the steel industry was operating close to capacity, to February 1958, 
employment declined by 22 percent, a loss of 114,000 jobs. 
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In addition, the length of the average work week was cut by 6.4 
hours, which is the equivalent of an additional loss of 65,000 jobs in 
the industry. | 

Based on an even lower operating rate in April it is apparent that 
the loss in employment in basic steel to date by reason of layoffs and 
reduced work weeks approximates 220,000. As a result, employment 
of production and maintenance workers in the basic steel industry 
has declined to about 400,000, or approximately 100,000 less workers 
than in 1937. This significantly smaller work force, incidentally, is 
producing steel ingots at an annual rate 19 percent above actual pro- 
duction in 1937. 

In the other industries in which the union’s members are normally 
employed—nonferrous metals, iron ore, and metal fabricating—the 
unemployment rate is almost as high as in the steel industry. 

Altogether, there are about 250,000 of our members who have been 
laid off and another 350,000 who are on reduced work weeks in the 
United States. In other words, half of the United Steelworkers’ en- 
tire membership is facing serious family economic difficulties. 

As the collective bargaining representative of these workers the 
union has succeeded in gaining certain benefits which have helped not 
only those affected by layoffs and reduced work weeks, and their fami- 
lies, but also their neighborhood merchants and in some cases entire 
communities. I am referring to the supplemental unemployment 
benefits plans which we negotiated in 1955 and 1956. Under these 
plans tens of thousands of workers have received, and are receiving, 
supplementary compensation which, together with woefully inade- 
quate State unemployment compensation benefits, equals about 65 
percent of the employee’s normal “take-home” pay. Benefits paid 
out, or due under these plans to date approximate $26 million and, 
in numerous communities, have more than proven their worth in 
terms of relieving serious economic hardship for individual steel- 
worker families as well as others who depend upon their continued 
ability to buy goods and services. We are proud of this direct con- 
tribution which we have been able to make through collective bar- 
gaining toward mitigating the human misery caused by unemploy- 
ment. 

Helpful as these supplementary unemployment benefits programs 
are in so many communities to offset partially the effects of the re- 
cession, in some quarters vicious and unthinking attempts still are 
being made to block them—notably in Ohio and Indiana. 

In Ohio, for example, the State is preventing the payment of about 
$6 million in benefits already accrued and held in escrow for unem- 
ployed Ohio workers despite the fact that both the common pleas 
court and the Seventh District Court of Appeals have ruled that their 
payment is permitted under present Ohio law. In Indiana the State 
legislature has succeeded in preventing supplementation, thus forcing 
the supplementary unemployment benefits trust funds to make up 
for the loss of State unemployment compensation which has been 
denied to workers receiving supplementary unemployment benefits. 

These are two outstanding examples of the inhuman type of action 
taken to prevent and limit the payment of vitally needed unemploy- 
ment benefits. These harmful actions are paralleled by equally seri- 
ous State inaction. There is not one State in which the State unem- 
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ployment. compensation laws are not outmoded or where such laws 
now serve the purpose for which they were established. 

State unemployment compensation laws are inadequate throughout 
the United States with respect to levels of benefits, duration of bene- 
fits, and basic coverage. One of the important reasons these laws are 
so poor is the lack of basic Federal minimum standards. Appeals to 
the various States for necessary improvements, even when made by 
the President of the United States, have fallen largely on deaf ears. 

The Nation’s economic problems have served to highlight the urgent 
necessity for Federal action. The Kennedy-McC ‘arthy bill (S. 3244, 
H. R. 10570) which would establish Federal minimum standards for 
unemployment compensation laws should become law without fur- 
ther delay. It would result in immediately adding to the purchasing 
power of unemployed workers covered by present. State laws as well 
as additional millions of workers who are not covered by present laws 

or who already have exhausted their benefits, or who live in States 
which such backward State administration as those in Ohio and 
Indiana. 

While adequate unemployment compensation is urgently needed to 
relieve some of the economic difliculties of the unemployed by offset- 
ting a portion of the loss of purchasing power caused by unemploy- 
ment, such compensation cannot provide the stimulus necessary to 
return these men and women to gainful employment. This problem 
obviously requires other actions. Certain positive steps toward stim- 
ulating the economy have been taken by the Congress, but much more 
remains to be done. 

It seems to me that the observable tendency of the administration 
to wait and see, and to hope for the best stems largely from a failure 
to look objectively at our economy and to determine its needs. The 
Employment Act of 1946 requires, among other things, that the 
needed levels of employment, produc tion and purchasing power con- 
sistent with full prosperity for all be set forth clearly ‘for everyone 
to see—presumably so that needed corrective action can be taken 

promptly at times such as this. Those mainly responsible for admin- 
istration of the act have refused to implement ‘the act. 

As a result, with goals unstated, today’s serious economic down- 
turn is passed off as a business readjustment. A rising level of unem- 
ployment, instead of resulting in action to reverse the trend, becomes 
the basis for a discussion of how much unemployment is serious. 
Production losses amounting to tens of billions of dollars, instead of 
signalling for all possible steps to halt such a gigantic loss, set a 
number of people to figuring that, compared to 5 or 10 or 20 years 
ago, we are really doing fine. 

If we do not pause ‘periodic ally to take stock of where we are in 

relation to where we want to be and ought to be, we are inviting 
trouble. Economic drifting is insidious. If today there are those 
who refuse to concern themselves about 5 to 6 million unemployed, 
this will become the floor from which the number of unemployed 
could rise by several more million without unduly concerning these 
same people. 

Establishing realistic goals for our economy would enable us to 
see when and where we are lagging and even suggest appropriate 
actions in support of the unanimous desire to keep our economy 
expanding and prosperous. 
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This is a legitimate function of government; one which is, in fact, 
set forth as the intent of the Congress in the Employment Act of 
1946. I recommend that this act be fully implemented and one step 
in this direction could be the creation of an advisory commission by 
the President of the United States. Such a commission, composed 
of appropriate representatives of major industrial companies, of 
major unions, of agriculture, small business and consumers, could 
—— vitally needed information, experience and advice which the 

resident and his economic advisers could utilize in carrying out 
their responsibilities under the act. 

For the present it is squarely up to the Congress to provide leader- 
ship in the task of helping to turn the economy toward full employ- 
ment and full production. Many suggestions have been advanced 
for Federal action. A good many relate to Federal spending and tax 
policies. As I interpret the pros and cons put forth with respect to 
increased Federal expenditures and income tax reduction, there seems 
to be an area of general agreement that such measures are likely to 
increase the level of economic activity, production and employment. 

But the arguments of those opposed to such corrective measures 
seem to center about the contentions that a rising price level is our 
main problem, that increased Federal spending automatically will add 
impetus to higher prices in some future period and, accordingly, that 
it is better to let the economy limp along in the hope that this inaction 
will depress prices. 

I am as opposed to inflation as any man who is not deeply in debt. 
A continuously rising price level hurts many people and interferes 
with the orderly growth of our economy. But I am unable to under- 
stand the blindness and the callousness of those who insist that our 
first and most important problem is to speculate about a rising price 
level in the future when month after month prices continue to rise 
now in the midst of a recession. 

I say they are blind because it is clear that the price level continues 
to move up not because excessive demand for materials and goods and 
services, not because of an unbalanced Federal budget, not because of 
a loose-money policy—because none of these exist. ‘Those major indus- 
tries where prices are administered and where pricing policies have 
been designed to yield ever-increasing profits and profit margins are 
responsible for the paradox of a rising price level in a period of falling 
demand, falling production and increasing unemployment. 

I say those who oppose Federal action are callous because the prob- 
lems of the millions of unemployed are as nothing to them. 

Gentlemen, I would like to present Arthur Goldberg, general counsel 
for the United Steel Workers, who has just sat down with me. 

There can be no denying that a Federal tax cut and significantly 
increased Federal expenditures will result in a temporary deficit. But 
a deficit of $10 billion or even more is a small price to pay for reversing 
the economic tide and ending losses of production, profits, dividends, 
wages and salaries equal to an estimated $40 billion a year. 

With these facts in mind the international executive board of the 
United Steelworkers of America, meeting in Washington, D. C., on 
March 17, 1958, formulated the following nine-point program designed 
to place us on the road to recovery : 

(1) Cut Federal income taxes for lower income groups. 





hs 





LEGISLATION TO RELIEVE UNEMPLOYMENT 403 


The tax cut should be concentrated at the lower and middle part of 
the income scale by increasing the present $600 a year individual 
exemption and reducing the tax rate of 20 percent on the first $2,000 
of taxable income. The tax savings would strengthen consumer 
demand for many types of consumer goods. 

(2) Eliminate or reduce most Federal excise taxes. 

Reduction or elimination of the 10-percent tax on such products and 
services as automobiles, tires, tubes, luggage, transportation, communi- 
cation, and others would result in lower prices and, accordingly, would 
stimulate demand. Most of these taxes were enacted originally to 
reduce demand. Surely no such purpose is desired today. 

(3) Enact the Kennedy-McCarthy bill to raise and extend unem- 
ployment-compensation benefits. 

Average benefits of about $30 a week are wholly inadequate and 
must be increased. The duration of benefits must be lengthened and 
the program extended to many now excluded. 

(4) Institute a broad program of constructive and much-needed 
public works. 

The needs of the country are great. For an extended period there 
has been a lag in the construction of such necessary public facilities 
as hospitals, post offices and other Federal buildings, harbor develop- 
ment, airports, parks, and others. Now, when there is no shortage 
of materials or labor, is the time to make these necessary improvements 
which will add to the health and wealth of the Nation and its people, 
future as well as present. 

(5) Adopt an expanded Federal housing program. 

Despite an estimated need for 2 million new homes a year, new 
housing starts are currently at a rate of less than 1 million. 

A Federal housing program is required which will step up slum 
clearance and public housing, and make available funds for long-term, 
low-interest mortgages which people with modest incomes can afford. 

(6) Pass a Federal school construction bill. 

In many parts of the country, State, county, and local governments 
have been unable even to keep up with school replacement require- 
ments, to say nothing of the educational needs of a growing popula- 
tion. A Federal program of grants and low-interest bearing loans 
would represent an excellent investment from which dividends will 
be reaped by many generations of Americans. 

(7) Provide economic aid for distressed areas. 

There are numerous areas in the United States which have suffered 
economic distress for extended periods. The problems of these areas 
predate the current recession. Without a constructive program and 
Federal assistance, many localities will continue to have serious eco- 
nomic problems even if the condition of the national economy im- 
proves. 

(8) Increase the Federal minimum wage to $1.25 per hour and 
expand the coverage of the Fair Labor Standards Act. 

The present minimum wage of $1 an hour is completely inade- 
quate even to provide a subsistence level of existence. Furthermore, 
many millions of workers are excluded from coverage of the act. 
On the basis of simple equity it should be broadened to include as 
many workers as can be covered by Federal law and its minimum wage 
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requirement raised to $1.25 an hour. Furthermore, substandard 
yages produce a substandard level of buying and are a drag on the 
economy. 

(9) Implement the Employment Act of 1946 by other appropriate 
Federal action. 

Although the language of the Employment Act seems perfectly 
clear, further clarification may be needed to bring administrative 
performance into line with congressional intent. 

This progr am of action, adopted by the International Executive 
Board of the United Steelworkers of America, we believe, is necessary 
now in order to end the serious economic recession. We also believe 
that, through collective bargaining, management and labor can play a 
constructive role in restoring the economic health of our country by 
negotiating appropriate wage increases at this time. 

There are individuals who, although they understand that the un- 
derlying cause of the economic downturn is insufficient demand, never- 
theless persist in advocating the freezing of wages. As a means of 
lifting the level of total demand for goods and services, this would be 
as effective as tying an anchor to a boat in order to make it go. 

The gross national expenditures of the United States last year 
amounted to $434.4 billion. These expenditures are generally broken 
down into four major subdivisions: Personal consumption expendi- 
tures, Government purchases, private domestic investment, and net 
foreign investment. 

Each category of expenditure obviously is important in the total 
economic picture, but the importance of consumer spending and the 
purchasing power on which it depends stands forth clearly when 
these ategories are ranked in order of their dollar expenditures. 
The gross national product of $434.4 billion last year was made up of 
the following: 


Amount Percent 


| (billions) 


Personal consumption expenditures...........-.-..-...--..---.---- | $280. 4 64.6 
Government purchases._-_-...........-..--- derace tc acetals be ae 86. 4 19.9 
Private domestic investment. .--.-- bills minipt ninibininilintiaint chine eat\itentbish pabinkee | 64.4 14.8 


re ts bea bhbaenaesaennnenvees: 


In addition to granting appropriate wage increases, industry should 
be encouraged to effect price reductions where inflated profit margins 
have been created by excessive price increases. Such action would 
contribute greatly to stimulating consumer spending which would 
be reflected in increased employment and production. 

Finally, although there is little doubt that constructive action 
which will end the recession also will improve, to some degree, the 
economic condition of those particular areas which have come to be 
known as chronically depressed or distressed areas, additional atten- 
tion should be paid to this problem. 

Before this economic downturn there were, in January 1957, 19 
major employment centers and 59 smaller areas with substantial 
unemployment. Our union represents workers in many of these un- 
fortunate communities. Special legislative action is called for. Sev- 
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eral years ago as a member of the Randall Commission on forei 
economic policy, I had occasion to examine this problem in relation 
to hardships which might be caused to particular industries and area 
by substantially incre: ased imports. 

My conclusions were that although economic injury would be quite 
limited, it was essential that adequate provision be made to ease the 
impact of the necessary economic adjustments. I recommended that 
there be provision for technical assistance to companies and commu- 
nities affected, loan assistance for the purpose of diversification of 
existing businesses, preference in the placement of Government con- 
tracts, special unemployment insurance for displaced workers, and 
intensive counseling and placement of workers, retraining facilities, 
and moving allowances where relocation was required. 

Pending bills H. R. 9505 and H. R. 1105, on the establishment of a 
trade-adjustment program, include provisions consistent with these 
recommendations. The program embodied in these bills should be 
enacted. 

We also believe that the provisions of H. R. 6215, introduced by 
Representative Brent Spence, of Kentucky, the chairman of this 
committee, is a constructive measure designed to redevelop areas 
suffering from chronic economic distress and our union urges the 
passage of this bill. 

Because of the urgent necessity for action at the earliest possible 
a in order to relieve the hardships of the millions of Ameri- 

‘ans affected by this economic recession, and to end the truly gigantic 
iene of production which stem from it, the steelworkers earnestly 
beseech your immediate consideration of the program for economic 
recovery which we have recommended. 

I appreciate very much this opportunity of presenting the views 
of the members of the United Steelworkers of America with respect 
to this most-important problem which affects the welfare of all of 
the American people. 

That is the conclusion of my formal statement, Mr. Chairman. 

The CrHarrman. Mr. McDonald, what is the fundamental cause 
of a rising price level and a falling market, when there is a falling 
demand ? 

Mr. McDonatp. Well I can speak particularly of the steel industry, 
sir. I think the problem there, which has a great effect upon many 
other industries and most of our people, are the inordinate price rises 
which the steel industry has put into effect down through recent 
years. Of course, sir, in the matter of food right now, you have the 
problem of failure of certain crops because of the frost, the failure of 
the citrus crop to a large degree and a lot of other crops. 

The prices have gone up because of the old supply and demand 
law, I presume. 

The Cuamman. What effect has the technological improvement of 
labor-saving machinery had on the unemployment situation 

Mr. McDona.p. Well, it has had considerable effect. I think the 
figures we have here are, since 1937 to date, about 100,000 below 
this is Mr. Marvin Miller of our research department, gentlemen 
about 100,000 fewer jobs in basic steel in the past 20 years as a result 
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of the installation of new machinery and other productivity improve- 
ments. Some people call it automation. 

The Cuamman. What is the production of steel now, in compari- 
son with the normal production ¢ 

Mr. McDonaup. The rate now is just hovering around 50 percent 
of full productive capacity. 

The Reon, That is actual production ? 

Mr. McDona.p. Yes, sir. 

The Cuamman. What is the actual employment situation? Does 
the unemployment situation compare with the production figures? 

Mr. McDonatp. I will read those figures to you again, sir: Rea- 
sons of layoff and reduced workweeks, approximately 220,000. How 
many of those are actually unemployed, I do not have the breakdown 
but this in basic steel the number who are affected or completely out 
of jobs or who are working less than 40 hours a week. 

Now you see this kind of varies because you will have a situation 
where a plant is down completely for 2 or 3 weeks and then that 
plant will come into production and then some other plant will go 
down or some other plant will operate on a reduced workweek. 

The CHatrmMan. How does the percentage production of steel com- 
pare with the percentage of unemployment? Do they go along 
pretty evenly ? 

Mr. McDona.p. Very close. Very close. I would say very close. 
I think steel is a pretty good barometer of the economic situation in 
our country. 

The Cuarmman. When the production of steel is 50 percent, there 
is a 50-percent loss in employment ? 

Mr. McDona.p. Not exactly, sir. It doesn’t exactly work out that 
way because you can have reduced workweeks. You can have fewer 
people working 40 hours per week so it doesn’t mean a complete 
layoff. 

The Cuarrman. But the relationship is close, isn’t it ? 

Mr. McDonatp. Yes, but you see in our entire union which repre- 
sents not only steel workers, but many types of fabricators and alumi- 
num workers—— 

The Cuarrman. I beg your pardon. 

Mr. McDona.p. We have about a quarter of a million out of 1,200,- 
000 who are completely unemployed and about 350,000 who are work- 
ing less than 40 hours a week and this has an effect on about 50 
percent of our members. 

So you see it has an effect. The mere fact that basic steel is oper- 
ating 50 percent, has an effect upon 50 percent of our members, but 
that doesn’t mean that 50 percent are laid off, entirely laid off. 

The CHarrman. Are unemployment benefits practically uniform 
in the various States ? 

Mr. McDonatp. No, sir; they are all over the lot and I am sorry I 
don’t have a schedule with me. I wish I had. I can give it to you. 
If you would like it, we can send it along. , 

The CuarrMan. I think that ought to be in the record. 

Mr. McDonatp. All right, we will get that to you. I am sorry I 
didn’t bring it. 

(The data requested above is as follows :) 
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Impact of Kennedy bill (8. 3244) 




















Basic weekly benefit levels ! Potential duration of benefits 

Average 

Average weeks 
Average 2 | weekly | Maximum | Proposed| Weeks of drawn Proposed 
State benefit wage in benefit |maximum/ duration by those | weeks of 
now paid State now benefit now exhausting | duration 

benefits 

now 
| | |-—-—_--——| ro _ 

Alabama. -.-.-.-------- $22. 53 $65 $28 $43 11. 7-20 17 39 
BREE, Kcntbee~séascebe 37. 24 138 45-70 92 15-26 25 39 
PR natsacssacscun 26. 69 81 30 54 10-26 19 39 
Arkausas........-...--- 20. 61 55 26 37 10-18 16 39 
9” 31. 39 9 40 60 15-26 23 39 
Colorado-- o Puta 31. 73 80 35-44 53 10-26 19 39 
Connecticut.......-..- 33. 02 86 40-60 57 8. 6-26 20 39 
TOME. once+cccwse 29. 66 90 35 | 60 11-26 18 39 
District of Columbia. - - 26. 67 77 30 | 51 11. 5-26 19 39 
Florida. esecemiien 23. 66 67 30 | 45 5-16 12 39 
GS da chee cusasuces 23. 39 63 30 42 20 19 39 
Bd pnccesnccncese 27.19 62 35 | ae 20 20 | 39 
oa iain hte 32. 85 73 | 40 49 | 10-26 16 39 
PINE Ho. gadéwumacind 30. 13 90 | 30-45 60 10-26 19 39 
lke amet 27.89 85 33. | 7 5. 6-20 13 39 
DN da iiigdokehandad 25. 84 | 74 30 49 | 6.7-24 13 39 
D2 ., chmanwasmecne 27.74 76 34 51 8. 4-20 17 39 
DD ocoin cennuecs 24. 84 71 32 48 26 26 39 
NN ee ee 22. 93 72 25 48 | 10-20 15 39 
Maine... -. aneibitn Sinitin 21. 73 66 33 44 26 () 39 
Maryland. Noldiaat 31. 09 74 35-43 | 49 | 26 15 39 
Massachusetts... ...-.- 31. 23 75 | 35+} 50 7. 1-26 20 39 
ER Sank onicnene 35. 2% 97 30-55 65 9. 5-26 18 39 
Minnesota. -..--.---.-- 27. 39 79 | 38 53 18-26 22 39 
Mississippi. - - cman 20. 97 55 | 30 37 | 20 20 39 
Missouri- - ---- : 24.63 | 78 33 52 2. 5-26 18 39 
Montana... 27. 98 75 32 50 | 22 | 22 39 
Nebraska- - - - bee 26. 21 70 32 47 | 9-20 (3) 39 
Nevada 39. 58 86 | 3714-574 57 | 10-26 20 39 
New Hampshire. -__.- 22. 54 | 67 32 45 | 26 25 39 
New Jersey - --. Lous 32. 27 87 35 | 58 | 13-26 22 39 
New Mexico--- 26. 02 7 30 49 | 12-24 18 39 
New York ; 31. 40 89 36 59 | 26 26 39 
North Carolina. - | 19. 89 60 32 | 40 | 26 | 25 39 
North Dakota. -___.-_--} 26. 73 68 26-35 | 45 20 20 39 
Ohio 32. 12 89 | 33-39 59 9. 2-26 24 39 
Oklahoma ‘i 25.19 76 28 | 50 6. 7-26 17 39 
Oregon... | 33. 87 m4 40 | 56 12. 9-26 21 39 
Pennsylvania 29. 46 78 | 35 | 52 | 30 30 39 
Rhode Island . 28. 07 70 | 30 | 46 | 7. 9-26 16 39 
South Carolina... 21.91 58 | 26 | 39 10-22 18 39 
South Dakota.. 23.96 } 67 28 | 45 5.7-20 | 15 39 
Tennessee _. 23. 46 | 66 30 | 44 22 | 21 39 
Texas _. 23. 92 | 75 2 | 50 8-24 14 39 
Utah. 30, 23 74 | 37 | 49 15-26 21 39 
Vermont | 24. 58 | 68 | 28 45 | 26 | 25 39 
Virginia. 23. 39 66 28 | 44 8-18 12 39 
Washington 29.79 | 84 | 35 | 56 12-26 23 39 
West Virginia_. 23. 7! 82 | 30 | 55 24 23 39 
Wisconsin... 31. 54 | 83 7 56 10-2634} @® 39 
Wyoming 31.06 | 74 | 41-47 50 12-26 | 15 39 








19 States provide higher benefits for those with dependents: Alaska, Connecticut, Illinois, Maryland, 
Massachusetts, Nevada, North Dakota, Ohio, and Wyoming. Nothing in the Kennedy-McCarthy bill 
would prevent these or other States from providing higher benefits for dependents. 

2 It is impossible to estimate exactly how much the average weekly benefits would rise under the Kennedy - 
McCarthy bill. This column is included to show how low actual benefits paid now are. 

’ Comparable data not available. 


Source: Exhibit inserted in the Congressional Record by Senator John F. Kennedy, Mar. 27, 1958. 


The CrHarrmMan. Have all the States adopted provisions for un- 
employment insurance ? 

Mr. McDona.p. Yes. 

The Cuatrman. But they vary greatly ? 

Mr. McDonatp. Yes, they vary greatly. 

Mr. Gotppere. May I also point out that while all of the States 
have adopted an unemployment-insurance plan and as Mr. McDonald 
has said, they vary a great deal both in terms of benefits and in terms 
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of duration of the benefits, a few very important States have refused 
to permit supplementation of unemployment benefits which the steel- 
workers and the auto workers, the rubber workers and the electrical 
workers have negotiated by collective-bargaining agreements, so that 
you have the situation, for example, that in a great State like the State 
of Ohio, there are millions of dollars of funds available under our 
plans which could be paid out. ; 

These were plans negotiated by collective bargaining—which could 
be paid out and which could substantially help in alleviating the hard- 
ships of unemployment, which are very terrific in Ohio and Indiana— 
Indiana is another State—but notwithstanding, in Ohio, by action 
of the administrative officers of that State, contrary to what I as 
counsel for the steelworkers’ union feel is the law—and I am not alone 
in that opinion because the courts up to the appellate court in Ohio 
has agreed with our point of view—in that State, these millions of 
dollars of benefits which the steel] companies are holding in escrow 
cannot be paid out to alleviate the hardships of unemployment. 

These were plans that were negotiated freely by collective bargain- 
ing and plans which fit in with our concept of a free enterprise system 
but notwithstanding by restrictive administrative or legislative action, 
it has been impossible in Ohio, in Indiana, in North Carolina, and in 
Virginia, to make the payments that we have agreed by our contracts 
to make. 

The Cuatrman. Is there a variation also in the length of time that 
the benefits may be had ? 

Mr. Gouppere. Yes, there is. It varies widely in various States. 

Mr. McDonatp. Mr. Chairman, I have a figure which may be help- 
ful for one of your previous questions. We find that the man-hours of 
work in basic steel—the man-hours of work are down 40 percent over 
about a year ago. Down 40 percent. Actually 40 percent fewer man- 
hours being worked and this is a combination of both those unem- 
ployed entirely and those working less than 40 hours a week. 

The Cuarrman. Mr. McDonald, you examined the community facil- 
ities bill presented to the committee ? 

Mr. McDona.p. Yes, sir; we have endorsed that bill of yours, sir. 
It is H. R. 6215, I gather? 

The Cuarman, Yes. 

Mr. McDonaxp. Yes, we think it is a constructive measure designed 
to redevelop areas suffering from chronic distress and, of course, we 
urge the passage of this bill. 

The Cuarrman. I wasn’t referring to the depressed area bill but 
to the community facilities bill. 

Mr. McDonatp. We have endorsed that one, too, sir. 

The CHamman. H. R. 11474. You have endorsed that one, too? 

Mr. McDona.p. Yes. 

The Cuatrman. Dr. Talle. 

Mr. Tatxie. Thank you for your statement, Mr. McDonald. What 
is the steel capacity of the United States? 

Mr. McDonatp. The entire capacity is about 140 million ingot tons. 

Mr. Tarte. What was the actual production last year ? 

Mr. McDona.p. About 114 million ingot tons. 

Mr. Tatte. Something over 80 percent of capacity ? 

Mr. McDonatp. Yes. 
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Mr. Taiz. What was the record year for the production of steel? 

Mr. McDonatp. 1955. 

Mr. Tate. That is what I thought. What was the production that 

ear ¢ 

Mr. McDonatp. As I recall it was between 116 and 117 million ingot 
tons. 

Mr. Tatie. That squares with my information. Now, when we 
speak of the operating rate of steel, I think we would agree that we 
atiowla keep in mind the tremendous increase in installed capacity that 
has occurred these last years ? 

Mr. McDonatp. Of course, sir. 

Mr. Tatie. And it would seem then that this is a fact that is empha- 
sized when we note that production in our record year—I wish you 
would check me on that—according to my figure, the production in the 
record year was 83 percent of our present installed capacity. 

Mr. McDonaxp. I suppose, sir, that is correct, if you have done 
thearithmetic. Ijust haven’t done it. 

Mr. Taute. If it isn’t correct, I would appreciate it if you would 
correct it. 

Mr. McDonatp. That is very easily done, sir. 

Mr. Tate. What is the record for the first quarter this year ? 

Mr. Mitter. Roughly 18 million tons. 

Mr. Tate. What do you think it will be in the second quarter ? 

Mr. McDonaxp. It shouldn’t be any more, perhaps a little less judg- 
ing by the rate of production. 

n the first quarter it covered a little over 50 percent and in the 
second quarter, the rate has been consistently below 50 percent of 
capacity. 

Mr. Tatux. If you are in the mood to guess some more, what would 
be your best guess as to the total production for 1958? 

Mr. McDona tp. I see very little prospect of it going over 50 percent 
of capacity. 

Mr. Tate. In the course of these hearings, reference has been made 
frequently to the great gain in steel production in Russia. Now that 
doesn’t impress me very much because they started at such a low base. 

The thought has been expressed that they might equal 60 million 
tons. They would still be a good deal below us, would they not? 

Mr. McDona.p. Sixty million tons would be considerably below our 
productive capacity of 140 million tons. It would be less than 50 
percent. But at the present rate of operation, if we turn out 70 million 
tons this year, they will be only 10 million tons below us because I 
think they are going full capacity. 

Mr. Tatiz. Forutnately we do have a very great capacity so we 
hope we can improve. 

Mr. McDonaxp. Yes, sir. 

Mr. Tair. I am very skeptical about statistics that come out of 
Russia because I have never been able to feel that they were firm 
figures. 

Mr. McDonatp. I think that is true, sir. 

Mr. Tautie. Thank you very much, Mr. McDonald. 

Thank you, Mr. Chairman. 

The Cuarrman. Mr. Brown. 
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Mr. Brown. Mr. McDonald, we are very glad to have your testi- 
mony. I notice that you state in April of this year the production 
of steel was 50 percent below what it was a year ago. 

Now, what does that do? 

Mr. McDonatp. It throws them out of work. As I have tried to 
indicate, there are 250,000 of our members who are completely un- 
employed. This means that the only purchasing power they have 
is their unemployment compensation plus their supplemental unem- 
ployment benefits or in some situations, merely their unemployment 
compensation and in some instances, people are currently running 
out of unemployment compensation and I suppose those people will 
start looking for relief of some sort, going to the States or going to 
the municipalities. 

Mr. Brown. Do we have a surplus of steel on hand now ? 

Mr. McDonatp. Yes, there is quite a bit of steel. I can’t give you 
the exact figures, but there is quite a bit of steel in inventories. I 
understand that the automobile companies have all kinds of steel, 
particularly sheet steel still in inventories. There is a great deal of 
steel still in the warehouses throughout the country. Some of that 
is being sold, of course. 

Mr. Brown. A few years ago we were asking for more steel. 

Mr. McDonaxp. That is right. That is right, sir. 

Mr. Brown. Mr. McDonald, the industrial workers of this country 
have never been prosperous for very long when the farmers were suf- 
fering. This country has been having a farm recession for the last 5 
years. Don’t you think that is one of the chief causes of the present 
urban recession today ¢ 

Mr. McDonatp. I wish I could be helpful on that, sir, in talking 
about the farm problem, but I would rather defer, at this time. 

Mr. Brown. We have been in this recession about 5 years. We 
want a little help, too, on the farms. 

Mr. McDonaxp. I have been reading somewhere that there is a 
little bit of a pickup. I am not sure. You would know far better 
than I. 

Mr. Brown. From 1952 until December of 1957 the income of the 
farmers has fallen about 20 percent. 

Mr. McDonaxp. We have consistently supported a fair-deal pro- 
gram for the farmer and that is a matter of record with the steel- 
workers union. We have gone done the line with the liberal view- 
point in regard to helping the farmers for many years. 

Mr. Brown. I hope we can find some way to put your workers 
in steel back in employment. 

Mr. McDonatp. The farmer uses so much steel, sir, we want him to 
be prosperous. We want him to buy fencing and machinery and all 
the things that go to make a successful farm operation. 

Mr. Gotpperc. Congressman Brown, may I just make an observa- 
tion to supplement what Mr. McDonald has said ? 

In this present situation with our economy in the State that it is, 
illustrates perfectly the interdependence of the farmer and the in- 
dustrial worker. The industrial worker cannot buy farm products 
when he is out of work, or he buys a minimum in accordance with 
what he has available in unemployment compensation. 

The steelworkers considered that problem quite extensively at its 
convention. We have been consistently for a farm support program 
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that will permit the farmer to make a decent living out of running 
the farm. I might say that the steel board considered the question of 
this recent legislation and is opposed to the veto of the farm bill that 
the President vetoed. 

Weare for a better deal for the farmers. 

Mr. Brown. Thank you very much. Of course, the industrial work- 
ers can’t find anything to eat unless the farmers produce. 

The Cuarrman. Mr. Betts. 

Mr. Berrs. Mr. McDonald, we appreciate your coming here and 
giving us your views this morning. I think I can go along with you 
on the remark you made about congressional consideration for doing 

ray with the excise tax. As a matter of fact, I think something 
shoul have been done about that long ago. 

Now with respect to w hat Mr. Brown had to say about the farmer, 
I note in yesterday’s Washington Star these comments: 

Certainly as last week ended and the rate of economic downspin seemed to 
have been slowed and there were economic barometer readings indicating that 
deceleration was not just a temporary thing— 
then it goes on and gives some examples. 

One of them is “Farm income in 1958's first quarter rose sharply, 
topping the same 1957 period by 1.3 billion”, and it goes on to state 
that machine tool orders indicating plans for future industrial activity 
were up 28 percent in March over February, and the GI home 
building plans are climbing steeply since Mr. Eisenhower moved down 
the payment requirements. 

Wouldn’t you have to agree then that there are some optimistic 
indications on the economic scene # 

Mr. McDonatp. May I answer it this way: I make it my business 
to talk to the leaders of the steel industry. I always ask them this 
question: “How’s your order book? How’s your order book?” 

Everybody I have talked to recently said, “Not enough orders to 
improve the steel operating rate more than it is now.” 

In other words, it may be leveling off around 50 percent and leveling 
off at 50 percent is just not good for our country. That is going to 
mean a terrible unemployment situation to continue in America. 

Mr. Berrs. Do you think that the leveling off indicates that there 
may be a rise in the future? 

Mr. McDonap. Again I refer to steel. The answer is no, because 
the orders are not picking up. 

Mr. Berrs. I know in your remarks in the first of your statement 
that the situation is not good. On page 8 you give some figures on 
personal consumption expenditures at $280 billion. 

Now, as I understand it, in Economic Indicator for April 1958, as I 
read it, the first quarter figure there reads $281 billion, and for the 
same period in 1957, the figure is $276 billion. 

I wonder if you would care to comment on that, Mr. McDonald. 

Mr. McDonatp. That is as a result of the higher prices, sir. That 
isall. That makes the difference in consumer spending. 

Mr. Berrts. Well, doesn’t it indicate that the overall picture is to 
that extent good ¢ 

Mr. McDonaxp. Well, I don’t see, sir, how we can say the overall 
picture is good whenever there are mi: rybe 6 million unemployed and 
we have a prospect of many hundreds of thousands more unemployed— 
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people coming into the job market in June, graduates of high schools 
and colleges who will be seeking jobs and there just won't be jobs 
available. 

This idea of having a leveling off at 50 percent of steel production 
and its consequent effect upon our country is just not good. It means 
fewer and fewer jobs. 

Mr. Berrs. I can go along with you on that, but it seems to me from 
<he figures that we have at “hand and the figures I cited from yester- 
day’s Ww ashington Star, there is an indication that we are on the go, 
is that right? 

Mr. McDonatp. I wonder if I could ask Mr. Marvin Miller, who is 
an economist, to give you some additional information. 

Mr. Mu er. Just the factor of rising prices of approximately 4 per- 
cent in a year means that the $280 billion figure would have had to 
rise by over $11 billion, just to keep pace with the increase in prices. 
The fact that it went up over a billion means that the actual quantity 
of goods purchased contracted. 

The increased level of prices took care of that billion increase and 
should have provided another 10 billion just to stay even. 

Consumer expenditures in the first quarter should have been at 
about 291 to 292 billion without any increase in the quantity of goods 
purchased. 

Mr. Berrs. Well, you stated as a fact it is 5 billion over a year ago, 
though. 

Mr. Mitter. A 4-percent increase in prices on a $280 billion level, 
if you bought the exact same quantity of goods, should have shown $291 
billion to $292 billion worth of expenditures, 

Mr. Betts. Now, with respect to the situation in Ohio, I am not too 
clear on it, but, as I understand it, the administration simply asked 
for the Supreme Court to rule on it, is that right? 

Mr. McDonatp. I will ask Mr. Goldberg, our lawyer, to fill you in 
on that. 

Mr. Berts. There is some dispute on what the term “remuneration” 
means. 

Mr. Gorpperc. Not exactly, but this I want you to know, sir, for 
the information of the chairman of the committee, that not ‘only the 
United Steelworkers of America but the great steel companies who 
have plants in Ohio, have asked repeatedly to permit the SUB plan 
to go into effect. 

They have asked it of the Administrator of Unemployment Com- 
pensation, they have asked that the matter be disposed of by the lower 
courts, they asked that it end there and it has gone on to an appeal 
court, and they asked them to speed up, and they did. 

Now they have asked the Governor and the administrator not to 
bother taking it to the Supreme Court, but the Governor has gone 
anyway. They have gone to the Supreme Court and all this means 
is that people who should be getting supplemental unemployment 
benefits under their labor contracts with the steelworkers—as a 





result of the labor contracts between the steel industry and the can 
companies and other fabricators and the steelworkers, are just not 
getting the money. 

The Cuarrman. Mr. Patman. 

Mr. Parman. Mr. McDonald, you have made a very fine statement. 
It will be very helpful to the members of this committee. 
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I know it will be helpful to me. If you were evaluating the causes 
of the present depression, and giving a percentage figure to each, what 
percentage would you place on poor monetary management and on 
failure to carry out the Employment Act of 1946, as causes? 

Mr. McDona.p. The so-called tight-money policy ¢ 

Mr. Parman. Yes. 

Mr. McDonaxp. Well I think that had a great deal to do with it. 

Mr. Parman. Dont’ you think it is the biggest factor? 

Mr. McDona.p. I think it is a very serious factor. It may perhaps 
be the biggest. 

Mr. Parman. Do you know of any other way, Mr. McDonald, that 
you can have falling production, falling demand, increasing unem- 
ployment and, at the same time, higher prices, without high interest 
being the cause ¢ 

Mr. McDona.p. Of course, that seems to be it, the high interest 
rates. 

Mr. Parman. I think it is nine-tenths of the cause of this man- 
made depression and I think it is because people who have a selfish 
interest are on the boards that fix interest rates and determine the 
supply of money. 

You know when President Wilson asked for the passage of the 
Federal Reserve Act, a delegation of bankers came down to Washing- 
ton from New York and tried to persuade him to permit bankers to 
be on the Federal Reserve Board. He said no, they should no more 
be on the public board that was to determine interest rates and the 
supply of money than railroad owners to be on the Interstate Com- 
merce Commission to help fix freight rates. In the 1913 Act no bank- 
ers were allowed to be on the Federal Reserve Board. 

But in 1935 when we were in the depths of the depression and we 
were looking around for some way to come out of it, we were agreeing 
to everything that was proposed that looked at all good. At that time 
the 1935 amendment to the Federal Reserve Act was passed, and that 
amendment changed the Federal Reserve System entirely. It made 
a central bank out of it, whereas we had a reasonable system before 
that time, and it authorized an Open Market Committee and gave it 
the real powers, which the Board previously had, to determine how 
much money the country will have and what interest rates will be. 
In other words, it let the bankers’ representatives into the ratemaking 
after all. 

Don’t you think that was a major step in the direction of causing 
our present trouble ? 

Mr. McDonatp. Yes, sir, I do and maybe it wouldn’t be a bad 
idea if we could get the Federal Reserve Board out of politics. 

Mr. Patrman. Well, you mean get them out of banking politics. 
That is what they are playing, banking politics. 

Mr. McDonatp. What I mean, sir, banking politics. 

Mr. Parman. If you will notice, the open market committee is 
charged with the duty of determining when to buy and sell Govern- 
ment bonds. They are not functioning properly. They just meet and 
decide what the Federal Reserve Board should do and the Federal 
Reserve Board has been taking every action, and in a way that would 

ermit higher prices all the time by having higher interest and hold- 
ing up the interest rates. 
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You know when it was their policy to have tighter money—and 
when the Board was operating on the theory that high interest rates 
would hold prices down—which was fallacious—every time they 
raised interest rates, prices went up. They kept raising rates higher 
and higher, month after month, and prices kept going up, up, up, up, 
get they said “We will just keep applying more pressure and it will 

ring prices down,” but it never did. 

They finally gave up and started interest rates down, but they don’t 
go down fast enough. They claim they were following the money 
market when they were going up. But in coming down when the 
market is down to around 1 percent they haven’t gotton down that 
far and they won’t get down that far, because they are holding interest 
rates up. I think we can reach only one conclusion, and that is that 
they are deliberately holding interest rates up and are thus retarding 
progress and rehabilitation of the country in this time of need. 

In the next few months, and the next few years, I am sure, Mr. 
McDonald, monetary policy will be our big issue. You know we have 
been stopped on our attempts to have an investigation of the monetary 
authorities. We haven’t had a full investigation of monetary matters 
in 40 years, since the Federal Reserve was set up. 

You know, they have always been able to stop any investigation of 
monetary policies. But we are going to have an investigation one of 
these days and when we do we are going to find out who is responsible 
for all these things. I hope that we will have the support of your 
organization in obtaining that investigation. 

fr. McDonap. Well, you certainly will of our organization. 

Mr. Parman. You know we want to find out why ‘they don’t have 
different people on these boards and why they have bankers on the 
boards, at all. Bankers shouldn’t be on the boards which fix interest 
rates. That is a shame and disgrace in a civilized country. No other 
country on earth has any such situation as that. They should have 
farmers on it, they should have the workers on it, like yourself, and 
they should have all different occupational groups represented on the 
boards, that determine supposedly in the public interest, what interest 
rates will be and what the supply of money will be. Don’t you agree 
with that ? 

Mr. McDonatp. Yes, sir; I do. 

Mr. Parman. Now, then, with respect to the Employment Act of 
1946, the big issue that seems to be coming up is, as it has been put to 
as, whether we shall have a stable dollar, or whether we shall have 
full employment. I imagine that you people are on the side of full 
employment, aren’t you ? 

Mr. McDona.n. We certainly are for full employment and a stable 
dollar. 

Mr. Parman. And I am, too, but that is the fight right now. They 
are trying to run us off on that tangent, you see, with the proposition 
that we can’t have both. That will mean, regardless of unemployment, 
regardless of prices, regardless of instability, they are going to hold 
on to their policies in the name of a stable doll: ur and think only of 
the dollar, and think nothing of the man who is unemployed, who 
can’t get a job, and nothing of the sufferi ing of his family. 

That is the issue in this c ountry today, Mr. . McDonald, and I am glad 
that you people are on the alert and realize the power of this 
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propaganda that we can’t have full employment without inflation. 
I know that we will have your support when we try to do something 
about it. 

Mr. McDona.p. Yes, sir; you certainly will, and if I may comment 
on high interest rates, that is going to be passed on to the consumer in 
the price of goods. 

Mr. Parman. That is right. Every producer and every middleman 
will add it on to the price of his goods. 

Mr. McDonatp. Absolutely, anybody who is borrowing any money 
will load it on. 

Mr. Parman. I have very little time for questioning. We have a 
very fair rule in these hearings. I have 5 minutes in the beginning and 
when my turn comes up again I will have unlimited time. I want to 
go into this a little further with you later, if you please. 

The Cuatrman. Mr. Mumma. 

Mr. Mumma. Mr. McDonald, I happen to have been born and raised 
in Steelton, Pa., so you can see my background. We have quite a few 
plants around Harrisburg, as you know. I happened to be talking to 
a man who I think was the paymaster at Donora. They are abandon- 
ing that plant there. One of the points that came up is that the cor- 

oration finds they can buy zinc in Germany cheaper than they can 
on A statement was made by a Congressman from Pittsburgh last 
year that Pittsburgh was greatly interested in reciprocal trade, which 
I could hardly believe. What would be your opinion on that? 

Mr. McDonap. That zinc works at Donora was an ancient, anti- 
quated plant. Perhaps they should have done something about mod- 
ernizing the plant in order to be able to continue to produce zinc 
competitively in the United States. 

Mr. Mumma. You think they can produce it competitively ? 

Mr. McDonatp. I would imagine with the great ingenuity of the 
United States Steel Corp. that, if they wanted to do so, they could 
have done it. 

Mr. Mumma. Well, they make mistakes like everybody else. 

Mr. McDonatp. Sure. That is the only way we can stay ahead of 
German production or any other kind of production, of course, is 
io 

Mr. Mumma. You don’t think the rate of payment of wages has 
anything to do with it, it follows down the line to getting the ore out 
and the transportation and every step up. 

Mr. McDonatp. Well, we could if we wanted to, I suppose, go back 
to a wage rate which would be competitive with Germany and put 
ourselves completely—reduce our standards of living to those—— 

Mr. Mumma. I don’t believe anybody wants to do that, but do you 
think that the time may have come for a freeze, to give the people a 
chance to get a breathing spell ? 

Mr. McDonatp. A freeze on wages? 

Mr. Mumma. Yes. 

Mr. McDonatp. No, sir. 

Mr. Mumma. I see Mr. Reuther, I believe he quoted something else, 
they are reducing their own salaries, aren’t they ? 

Mr. McDonatp. That is because of the falloff in their income. You 
see, they have no way of raising prices, the union hasn’t. 
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Mr. Mumma. Don’t you think steel prices would have to go up with 
a lower rate of production? It is the ability to turn out quantities of 
goods that tends to lower prices. I happen to have a little business 
experience myself, but it is not in the manufacturing line. I am in 
the building material business. When we have a rainy day, it runs 
our costs up. We don’t figure that every day but generally, when we 
don’t work it tends to run our cost u 

Mr. McDonatp. You have a different situation in steel. The steel 
industry has reached a degree of efficiency where they can make money 
at about 45 percent of productive capacity or less. If they operate over 
45 percent, they make money. 

Mr. Mumma. How do you think the substitutes have affected the 
steel business? When the steel plant was built at Morrisville, they 
were not compelled to build but I believe President Truman was ‘advo- 

cating increasing production and stated that the Government would 
build those facilities themselves. 

Mr. McDonatp. Not at Morrisville, sir. 

Mr. Mumma. Well, they were compelled to build at Morrisville to 
satisfy the demand for greater production. I personally believe that 
Morrisville was built to get in between Bethlehem and the market. 

Mr. McDonaxp. I think you are right. I think they definitely built 
it there to get in competition with Bethlehem Steel on the east coast. 

Mr. Mumma. There still was a demand on the part of the Govern- 
ment to increase production, have capacity. Now I noticed there in 
Steelton they make a lot of fabricated pipe. But I notice at the same 
time there is a concrete pipe with a locked joint that gets into that 
field. 

In the small sizes of pipe, there is spun magnesium cement pipe. 
You take even toys, these miniature railroad trains of plastics, they 
were always made out of steel. I know that is not a big factor but 
it is the sum of all these things that take the market away from steel. 
I don’t believe they have paid much attention to it. 

Our trouble at Steelton is we produce the basic products. I notice 
the Shell factory closed down in Scranton here some months ago; it 
didn’t mean much to the average man, but some fellow in Steelton told 
me, “Gentlemen, we were shipping a thousand tons of billets up 
there”—I forget in what period—“and it is cut off.” 

They also ship billets to Sparrows Point and they told me that was 
cut off. Sparrows Point now has their own open- Rnasth furnace and 
they don’t need that. So I think there is a general overproduction of 
facilities. 

Governor Harriman was here last week talking about Russia and I 
asked him, “Do you think we should build another transcontinental 
railroad just to get rid of some steel, when as a matter of fact the 
Pennsylvania Railroad is tearing up their tracks?” I notice at Har- 

risburg, there, we have a sec ond track to Buffalo they are tearing 
out and I believe half the tracks are torn out to Altoona. They have 
thousands of tons of steel there available for second-rate operation. 

Mr. Gotpserc. Congressman, could I make an observation ? 

Mr. Mumma. Yes. [am sort of in the dark. 

Mr. Gotpserc. We are not suffering in this country from too much 
steel capacity. We are suffering from the fact that we are not in a 
position because of monetary policies that Congressman Patman 
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referred to and other unfortunate policies, that we are not in a position 
to use the steel that we will really need. If we built the schools, if we 
built the hospitals, if we built the public institutions, if we built the 
highways, if we went ahead with our plant construction schemes that 
we badly need to maintain a growing population, the amount of steel 
capacity in America, 140 million tons, is not nearly adequate for a 
country as great and as fruitful and as productive as our country 
should be. 

Mr. Mumma. I wouldn’t dispute your figures because I don’t work 
on that basis. 

Mr. Gotpsere. Tomorrow, if you had full employment in America, 
we would have a steel shortage in America. That has been the his- 
tory of our country. All you have to do is look at history. About 
a dozen years ago when our steel capacity was 70 percent of what it 
is now 

Mr. Mumma. The high use of steel has been due to war, period. 

Mr. Go.psere. Our peacetime needs, Congressman. I am not talk- 
ing about wartime needs. 

Mr. Mumma. That is the reason production was built up, to be 
dependent on ourselves. 

Mr. Gotppera. I respectfully disagree because I think there is a 
great pent-up demand for steel. 

Mr. Mumma. I still think we have too much steel production for 
peacetime needs. 

The Cuatrman. Mr. Barrett. 

Mr. Barrerr. Mr. McDonald, we have had a number of very good 
witnesses here, governors of various States and others, who made 
some very excellent statements. I think you have submitted one of 
the finest statements that has been made since this committee started 
these hearings. 

Mr. McDonatp. That is very kind of you, sir. 

Mr. Barrett. It is down to earth, and meets the objective we are 
looking for. I am certainly happy you came here to give us your 
help and your recommendations. 

Mr. McDonatp. Thank you, sir. 

Mr. Barretr. On page 2 you point out how helpful the supple- 
mental unemployment benefits have been in adding to the unemployed 
workers’ income. I think you have every right to be proud of the 
achievements in this field. 

I recall that these benefits were strongly opposed by big business 
interests and yet isn’t it true that without them, your unemployed 
would be in an unbearable position today ? 

Mr. McDonatp. They certainly would, sir. They certainly would 
be in an unbearable position. And we did have quite a struggle. 
As a matter of fact, the United Steel Workers began this program 
of what we now call supplemental unemployment benefits. We used 
to call it the guaranteed annual wage. That fight was started way 
back in 1937, and our first labor contracts in this field came in about 
1955 with the can companies about the same year I think as a form 
of the plan went into effect in the automobile industry between the 
United Automobile Workers and the auto companies, though I must 
proudly say that our plan is much better than the one in effect for 
the automobile workers. It is of longer duration and with higher 
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benefits. We actually have these payments go on for a period of 
52 weeks. This money is direly needed by the people now and that 
is why we made these references to the Ohio situation, that people 
direly need the money there and they are suffering more in Ohio for 
failure to get their supplementary unemployment benefit payments 
than they are in places where they are receiving their payments. 

Mr. Barrerr. Cer tainly this helps the merchants and also the trade. 

Mr. McDona.p. Yes, sir. I think Congressman Mumma referred 
to Donora a while ago and we have some statements by merchants 
up there, we have them on film, how happy they are that the supple- 
mentary unemployment benefit plan is in effect. At least if they 

can’t buy the choice cuts of meat they can buy some meat. 

Mr. Mumma. Will you yield a minute? 

Mr. Barrerr. Yes. 

Mr. Mumma. There was quite an article on the Donora situation 
in the Wall Street Journal a month or so ago stating that the mer- 
chants were even happy out there, even the furniture dealers. 

Mr. McDona.p. Yes, sir; that is correct. 

Mr. Barretr. Thank you, Mr. McDonald. That is all, Mr. Chair- 
man. 

The CuHarrMan. Mr. McVey. 

Mr. McVey. Mr. McDonald, I want to join with my associates 
in expressing appreciation for your appearance here this morning. 
We are pleased to have your statement on conditions in the steel 
industry and other matters affecting government. 

I think the steel industry is one segment of our economy that has 
been as hard hit, if not the hardest, of any. 

I want to refer to the colloquy a moment ago between you and Mr. 
Patman with regard to the purchasing power of the dollar. I go 
along with those who want to do everything we can to help the un- 
employment situation in this country. I think it is our duty and 
our job to do this. However, I gained the impression that you feel 
we should do this, regardless of whatever the effect may be on the 
purchasing power of the dollar. 

Mr. McDonaxp. As a matter of fact, sir, we have pointed out in 
our statement the program—what is it, Marvin, $40 billion ? 

Mr. Miter. Of losses. 

Mr. McDonatp. Of losses already in purchasing power and pro- 
duction. I am the type of person who believes we shouldn’t be too 
much worried about inflation as a result of going ahead with these 
public works programs that we are suggesting. Some people say, 
“Why should we burden our children with the debts which we con- 
tract today ?” 

I say, “Why shouldn’t we burden our children with them?” The 
type of program we are proposing is not a boondoggling program; 
we are proposing the creation of wealth in our country through the 
building of schools and hospitals, new roads, and so forth. You are 
increasing the real wealth of America. Our children and our chil- 
dren’s children are going to benefit as a result of this. On the school 
building program alone, if we build sufficient classrooms to take 
eare of schoolchildren today, not only the schoolchildren of today but 
schoolchildren for perhaps as much as eight generations of children 
going through grade school. 
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Mr. McVey. I think I agree with you in all this. My question is: 
Should we go ahead with these plans without any regard for the 
purchasing power of the dollar? We have seen that decrease from 
100 cents to 48 cents. Now, prices are at least twice what they were 
when the dollar was worth 100 cents. 

Mr. McDonaxp. The prices are going up now. 

Mr. McVey. The dollar has been going down. 

Mr. McDonatp. Because the prices are going up. 

Mr. McVey. The dollar goes down and the prices go up. That is 
right ; that is correct. 

I just wanted to mention the fact that I think we should give some 
consideration to the purchasing power of the dollar because we may 
do our workmen a great injustice by decreasing the value of the 
dollar they get. I think we must do what we can for the unemployed 
in the way of sensible programs on the part of the Congress. 

Mr. McDonaup. Of course, we want a stable dollar, but we have 
no control over the price situation. The prices are raised inordi- 
nately by many people despite the economic situation in the country 
today. 

We would like a stable dollar, but we can’t control it. You know 
we are always behind—the working people are always behind in this 
situation. Even on the cost of living adjustment. We are not getting 
it for the future, we are getting for the future something which we 
have already 7 in the past. 

Mr. McVey. I am glad to hear you say that because I think we can’t 
have disregard for the purchasing power of the dollar in connection 
with our actions in the Congress. These things then go together. 
We have to try to protect the unemployed and at the same time we 
have to try to protect the dollar. 

Mr. Chairman, I have a statement here of the actions taken by the 
Federal Reserve Board to combat this recession in which we find 
ourselves at the present time. It is with regard to the reduction of 
interest rates, the date those actions were taken, and so forth. 

I would like to ask unanimous consent to include this statement 
in the record at this point. 

The Cuarrman. Without objection, it may be included. 

(The statement is as follows :) 


Principal policy actions of Federal Reserve System, mid-October 1957 to 
mid-April 1958 


Date | Action Purpose of action 


1957—mid-October-Dec- | System holdings of U. 8S. Government | To increase the availability of bank 
ember. securities increased by $1 billion, reserves for seasonal purposes and 
| including substantial amounts of | also to cushion adjustments and 
| securities held under repurchase | mitigate recessionary tendencies in 
} agreement. Member bank borrow- the economy. 
ings declined from an average of | 
| about $1 billion to an average of less | 
than $750 million. | 
1957—N ovember-Dec- | Reduce discount rates from 344 to 3 | To reduce the cost of borrowing from 
em ber. | percent at all Reserve banks. | the Reserve banks and eliminate any 
undue restraint on bank borrowing 
|} in view of the decline in business 
activity and evidences of economic 
recession. 


25491—58 28 
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Principal policy actions of Federal Reserve System, mid-October 1957 toi 
mid-April 1958—Continued 





Date Action Purpose of action 
1958—January --.........- | Limited net reduction in holdings of | To ease reserve positions by absorbing 
U. 8. Government securities to $900 | only part of the reserves made avail- 
million, more than half of which able by the seasonal return flow of 

represented securities held under re- currency from circulation. 


purchase agreement at end of year. 
Member bank borrowings declined | 
to an average of $450 million. 


1958—January ........--- Reduced margin requirements on | Stock prices and the volume of credit 
| loans or purchasing or carrying in the stock market had declined to 
listed securities from 70 to 50 percent levels near or below those prevailing 
of market value of securities. | at the time of the previous increase in 
requirements. 
1958—January-Feb- Reduce discount rates from 3 to 234 
ruary. percent at 11 Reserve banks. 
1958—February --...-...- Reduce reserve requirements on de- 





mand deposits from 20 to 191% per- 
cent at central reserve city banks; 
from 18 to 174% percent at reserve 
| city banks; and from 12 to 11% per- || 
cent at country banks, thus freeing || 
| an estimated $500 million of reserves. |} 
1958—March.__.._.._...- Reduce discount rates from 234 to 24 |} 
percent at 11 Reserve banks and |) 
from 3 to 24 percent at one Reserve 
| bank. 
1958—March-_........._.- | Reduced reserve requirements on de- 
mand deposits from 194% to 19 per- 
cent at central reserve city banks; 
| from 17% to 17 percent at reserve 
city banks; and from 11% to 11 per- 
cent at country banks, thus freeing 
an additional $500 million of re- 
serves. 
1958—February-mid- Purchased about $450 million of U. 8. 
April. | Government securities. Member 
bank borrowings declined further to 
an average of about $180 million. 


- 
GS —AeGl...........<...- Reduce reserve requirements on de- | 
} r 
| 


To reduce further the cost of borrowing 
from the Reserve banks and increase 
further the availability of bank 
reserves in order to encourage mone- 
tary expansion conducive to resumed 
growth in economic activity. 


Oo supplement reserve requirement 
actions in further increasing the 
availability of bank reserves. 


mand deposits from 19 to 18 percent 
(in 2 stages) at central reserve city 


pa . os ement previous actions to 
banks and from 17 to 16% percent at upplement previow va 


encourage monetary expansion and 
resumed growth in economic activity 
and to offset recent gold outfiow. 


| reserve city banks, thus freeing a 
| total of about $450 million of re- 
serves. 
1958—April.............. Reduce discount rates from 244 to 134 
percent at 7 Reserve banks. 


The Cuatrman. Mrs. Sullivan. 

Mrs. Suntuivan. Mr. McDonald, we are all very hapy to have you 
here and to hear your statement. 

Mr. McDonald, the full employment act, the Employment Act of 
1946 was considered one of the most important domestic legislative 
achievements. We all know what that act says. But what does it 
mean? Does it mean to wait for a recession and then see what can 
be done to alleviate undue disaster, as some officials in recent years 
seem to think, or does it mean to watch for these trends as you would 
watch for signs of illness in a new-born baby, constantly, and then 
immediately move to head off the danger before it grows to really 
serious propositions? Would you give us your thinking on that? 

Mr. McDonatp. I will try to, Mrs. Sullivan. There is an old 
saying, “In time of peace, prepare for war,” and “In time of war, 
prepare for peace.” 

I think it behooves the United States of America to look ahead, 
look as far ahead as possible, and put this into effect, to design poli- 
cies and programs to prevent the illness coming about that you refer 
to. 
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For instance, now we of the steelworkers have been making a lot 
of noise about this situation since last autumn. Now here it is late 
April and we have been saying “Do something, do something, do 
something” because we felt we had a bit of foresight and the eco- 
nomic situation in our country was going to deteriorate. We should 
plan ahead in times of prosperity. We should keep looking ahead. 
And if memory serves me correctly, the Council of Economic Advisers 
was created in 1946 for the purpose, in order to try to look ahead, 
and we have had our discussions with the Council of Economic Ad- 
visors. Some of them at least have been a little bit slow in this whole 
idea of prosperity. They used to say prosperity is just around the 
corner. What we are talking about now should have been done a 
long time ago. 

Mrs. Sutiivan. I had one example that was cited to me while I 
was back home during Easter recess. I met with a group of man- 
agement and labor and one example was cited that in one industry 
in St. Louis, picking out just one person, that -~ in 1948, this 
person was working 51 full weeks out of the year. Today in 1958, 
that same man is working 21 weeks out of the year. I understand 
that there are a number of instances where this part time employment 
has been increasing in that manner over a period of years, where 
the reduced work week has not shown up in unemployment records. 
I have asked both management and labor in St. Louis to give me 
some more specific examples from the various types of industry 
where that has happened. They talk about the increased hourly 

rates for the worker, but when you cut down his time of actually 
working, his pay has not increased at all, it has decreased. 

Mr. McDonatp. And he has to feed himself and his family 365 
days a year. 

Mrs. Sutiivan. That is right. 

Mr. McDonald, in section 4 (a) of H. R. 6215 at is the Spence 
depressed areas bill, it provides that “Any industrial area which 
has had unemployment of 8 percent of the preceding 2 years or un- 
employment of 12 percent for the canener 6 months, shall be desig- 
nated as an industrial redevelopment area.” 

Governor Williams of Michigan testified here last week and he 
said he felt that these percentage requirements were unwise. He 
felt that a great deal of damage could be done to a community’s 
economy before it could qualify for assistance under such a criteria. 
He suggested that the committee amend the bill so that any area 
suffering from substantial and prolonged unemployment be made 
eligible. There is the present criteria for the rural development area. 

How do you feel about this? 

Mr. McDonatp. I agree with Governor Williams’ suggestion. I 
think we tried to make brief reference to that in my statement. Not 
specifically referring to Governor Williams but to the basic idea. 

Mrs. Sutrivan. The language on page 8, line 8, H. R. 6215, pro- 
hibits the use of any plant loan obtained under the depressed aren 
program from being used to transfer factories from one section of 
the country to another. 

I think we all agree we are not going to cure the present recession 
by moving industries around from one area to another. Are you 
satisfied that this section is strong enough to see that this doesn’t 
happen ? 
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Mr. McDonaxp. Well, it sounds pretty good on the surface. I 
must admit that I haven’t given any study to that particular section. 

Mrs. Suuiivan. I am from a highly industrialized area, St. Louis. 
For years we suffered from industry going into the rur: al areas, not 
with the idea of operating at a lower overhead but the idea of getting 
cheaper labor. Of course, the danger of industry moving out into 
these rural areas is a general downgrading of labor. It just seems 
to me that while I agree that we should help these communities that 
want to develop into a small industrialized area, that we ought to 
do what we can to help them, but not at the expense of breaking 
down the urban areas and exploiting the wage earner by moving 
industry from one area to another. That is the fear I have in this 
distressed area bill, that this might happen. 

Mr. McDonatp. Well, we have two suggestions, there. One is the 

raising of the minimum-wage law to $1.25, but, Mrs. Sullivan, out 
in St. Louis if a plant which is or ganized by the steelworkers moves 
out into a rural area, I am sure that Mr. Al Kojetinsky, our district 
director, would have a staff representative right out there on the 
job to organize those people in the steelworkers’ union and bring their 

wages up and make them competitive with other like plants no matter 
where they may be located. 

Mrs. Suxtiivan. We have been successful in Missouri in stopping 
the exploitation of some of this moving of industry, but that 1s not 
true in the other parts of the country. I think it is something we have 
to watch not only in our own area, but all over. 

Mr. McDonatp. Where there are labor unions, we can do something 
about it. Otherwise, we must rely upon the Federal law and that is 
why we are talking about the $1.25 minimum standard. 

Mrs. Sutiivan. Thank you very much. 

The Cuatrman. Mr. Hiestand. 

Mr. Hrestanp. Mr. McDonald, you have made a very able state- 
ment and though we don’t all agree with all parts of it, there is no 
reason for us to be disagreeable about it. 

Mr. McDonap. Thank you. 

Mr. Hrestanp. I am very much impressed with your attitude ap- 
parently throughout this statement, that you are more concerned about 
the creation of new jobs than you ‘are the extension of welfare bene- 
fits. Iamsure that I am right in that; am I? 

Mr. McDona.p. Well, I would think so; yes. But we want them 
both. For those who are affected now, we want help but we want 
the creation of more job opportunities. 

Mr. Hrestanp. You don’t want the Federal Government to pick 
up the tab for large unemployment and would rather have the men 
working. 

Mr. McDonatp. Absolutely. And so would the men. They would 
much rather be at work. 

Mr. Hiesranp. What would you think of a measure which would 
provide rapid amortization for machinery used in production if 
purchased in 1958? Wouldn’t that prove quite a shot in the arm not 
only to the steel industry, but to the steel products industry ? 

Presently I know some manufacturers who would like to place 
orders on the order books to which you referred, if they could have 
a better amortization. They have to amortize some of their machin- 
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ery on 20 years, some at 17, some at 15. If they could make it 
five, Uncle Sam wouldn’t lose’ any revenue in the long run, and might 
get some business fast and more jobs quickly. 

May I have your reaction to that, sir? 

Mr. Mc Donato. I will try to give it to you. I think this situation 
can be as serious as a war. In a war we must meet the emergency in 
part by =" incentives for business. If this is one way to lick 
it, I am for it 

"Mr. Hiesranp. Thank you, very much. 

Mr. McDonat. If we have to apply incentives, I am for the in- 
centives. I hope we don’t have to. I would prefer not to have the 
fast amortization situation go into effect, but if we have to do it, 
we have to doit. That is the way I feel : about it. 

Mr. Htesranp. Don’t you agree that might be immediately 
helpful ? 

Mr. McDonatp. I don’t know whether it would or not.. I kind of 
doubt it right now because our problem isn’t exactly 

Mr. Hiesranp. You don’t believe this is enough of a crisis? 

Mr. McDonatp. What I am trying to say isthis: We have an awful 
lot of unused capacity now. I would like to see the unused capacity 
get back into operation. 

Mr. Hiesranp. Even to the extent of piling up inventories instead 
of putting goods into work. 

Mr. McDonatp. No, no, of course not. Put people to work. 

Mr. Hiestanp. In other words, you would rather see increased acti- 
vity in steel lines right away ? 

Mr. McDona.p. [ would like to see something to stimulate buying 
so that the steel mills can get back into operation. 

Mr. Hiesranp. We agree with you completely on that and I am 
glad to have you on record because this bill that I mentioned, H. R. 
11863, is the one that I submitted to you just before the meeting. 

Mr. McDonaxp. I am sorry, I didn’t have a chance to read it. 

Mr. Hiestanp. Mr. McDonald—— 

Mr. McDonatp. Do you mind if I ask Mr. Goldberg to take a 
quick look at it? 

Mr. Hiestanp. Maybe you could answer this question while he 
does. My time is very limited as you appreciate. 

You touched upon the trade agreements extension. Do you as a 
policy approve the extension of ‘the act if amended by the Trade 
Adjustment Act that has been recommended by your group? You 
do approve that, I take it? 

Mr. McDonatp. Yes, sir. 

Mr. Hiestanp. Would you favor the extension of the Trade Agree- 
ment Act if we are unable to include that amendment ? 

Mr. McDona.p. Yes, sir. 

Mr. Hiesranp. Thank you very much. I am happy to hear that. 

Your former associate, Mr. Ruttenberg, made a statement some days 
ago to which you referred indirectly in your statement and he said 
among other things, “Joint negotiations should begin to develop a 
sound formula granting increases in wage as produc tiv ity increases,” 
and that you and the steel industry 





have a responsibility to change fixed policies with changing times and not 
inflict on our country a wage program that was formulated in 1956 and will 
throw more people out of jobs this year unless it is altered as suggested. 
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Would you like to elaborate on your statement on that? 

Mr. McDonanp. First of all, I would like to say that my former 
associate, Mr. Harold Ruttenberg, has been an industrialist for 15 
years and has not been a labor leader and naturally his point of 
view has changed. 

I have a letter here, sir, which with the permission of the chairman 
I would like to read into the record, which I sent to Mr. Ruttenberg. 
It is dated April 24, 1958. 


Mr. Haroip J. RUTTENBERG, 
President, Stardrill-Keystone Co., 
Beaver Falls, Pa. 

Dear Harortp: I have your letter of April 17, 1958, offering suggestions for 
ending the recession. 

Unfortunately, your suggestions add up to only one thing: freeze wages. This 
you would accomplish by having the Steelworkers Union waive the provisions 
of the present steel agreements. 

On the other hand, already inflated profit margins brought about in part by 
excessive price increases you would leave intact except as they would be in- 
creased further by improved productivity. All gains from increased productivity 
you would retain for the employers since, under your proposal, no share would 
be passed on the public in the form of lower prices and no share would be granted 
to the employees since their wages are to be frozen. 

I would like to comment on several of the specific points contained in your 
letter : 

1. There will not be a 20 cents an hour wage increase on July 1 in the steel 
industry. The agreements between the steel companies and the union provide on 
July 1 for a wage increase averaging 9.1 cents an hour and improved “fringe” 
benefits for undesirable work on Sundays, holidays, and late shifts costing an 
additional 2.9 cents, or a total of 12 cents an hour. 


Mr. Hresranp. I appreciate that very much, but my time is running 
out. May we have this inserted in the record by unanimous consent ¢ 

The Cuairman. It may be inserted in the record. 

(The letter referred to is as follows:) 


UNITED STEELWORKERS OF AMERICA, 
Pittsburgh, Pa., April 24, 1958 
Mr. HaRo_p J. RUTTENBERG, President, 
STARDRILL-KEYSTONE CoO., 
Beaver Falls, Pa. 

Dear Harrop: I have your letter of April 17, 1958, offering suggestions for 
ending the recession. 

Unfortunately, your suggestions add up to only one thing: freeze wages. This 
you would accomplish by having the steelworkers union waive the provisions 
of the present steel agreements. 

On the other hand, already inflated profit margins brought about in part by 
excessive price increases you would leave intact except as they would be in- 
creased further by improved productivity. All gains from increased produc- 
tivity you would retain for the employers since, under your proposal, no share 
would be passed on the public in the form of lower prices and no share would 
be granted to the employees since their wages are to be frozen. 

I would like to comment on several of the specific points contained in your 
letter : 

1. There will not be a 20 cents an hour wage increase on July 1 in the steel 
industry. The agreements between the steel companies and the union provide 
on July 1 for a wage increase averaging 9.1 cents an hour and improved fringe 
benefits for undesirable work on Sundays, holidays, and the late shifts costing 
an additional 2.9 cents, or a total of 12 cents an hour. The increase in prices 
(cost-of-living) since last November will result in a 3 cents cost-of-living adjust- 
ment if prices remain stable for the next 2 months. 

2. No basis has been presented by anyone for converting the contracts between 
the steel companies and the union into scraps of paper to be disregarded at will. 
The steel industry and the steelworkers union have demonstrated through the 
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years that their belief in living up to their contracts has enhanced their collec- 
tive bargaining relationship. 

38. The total wage and fringe adjustments due on July 1 represent a per- 
centage increase in line with the annual long-term growth of productivity 
(increased output per man-hour) and, therefore, will create no upward pressure 
whatsoever on steel prices. 

4. Steel-pricing polices throughout the entire post-World War II period have 
borne no relationship to wage adjustments. Instead, 22 steel-price increases in 
this period have resulted in tripling the profit margin per ton of steel shipped. 
5. The assumption that steel prices must be increased again because of a 
wage increase in line with productivity growth represents whole-hog acceptance 
by you of the hoax invented and spread by management sources that prices are 
increased not to raise profits but because they are forced upward by wages. 
Just a brief study of wage-price-profit relationships in the administered price 
industries such as steel and autos reveals that real wages still lag behind pro- 
ductivity growth and that price increases have raised profit margins to an 
excessive degree. Our union made a study of these wage-price-profit relation- 
ships in the steel industry in connection with testimony before a Senate sub- 
committee last summer. I am enclosing a copy of this study and the report of 
the Kefauver committee which you may find enlightening. 

6. Any suggested formula for negotiating wage increases which starts with 
a freeze on wages (while profits are free to rise) is, to say the least, suspect 
insofar as its objectivity is concerned, although it is not inconsistent with 
management’s fondest desires from time immemorial. 

7. A proposal that cost-of-living adjustments are improper even though they 
go into effect belatedly after prices have risen and only restore in part the loss 
of purchasing power caused by the rise in prices must be labeled for what it is. 
It is a proposal that workers shall suffer hardships because of their employers’ 
desire to make greater profits. 

8. An analysis that concludes that the economic recession is due to high wages 
is an unworthy attempt to obscure the issues and is inaccurate in the extreme. 
The lack of consumer demand for all types of products is evidence enough of the 
inadequacy of wages and salaries to support a level of buying which would sup- 
port and require full production and full employment. 

9. I am sure you know that the union is deeply concerned about the loss of 
employment by several hundred thousand steelworkers and millions of wage 
and salary earners throughout the Nation. The steelworkers union has formu- 
lated a program designed to end this recession and we are doing all in our 
power to bring this about. 

Since you are a management representative, although, to my knowledge, not 
a representative of steel-industry management, I cannot condemn you for trying 
to sell an idea that would lead to higher profits for management but to lower 
real wages for employees. However, a wage freeze would not only lower the 
living standards of workers, but also would soon be reflected in a worsening of 
the economic recession. 

Sincerely yours, 
Davip J. MCDONALD, President. 


Mr. Hrestanp. We shall study your letter and I am sure the com- 
mittee will be greatly interested. 

Mr. McDonatp. Mr. Chairman, may I make this point, though—— 

Mr. Hriestanp. Certainly. 

Mr. McDonatp. The increase in wages for the steelworkers on July 
1 will be as a result of the upswing in their per-hour production. 
Their increased productivity per man-hour. 

Mr. Hrestanp. And the rest of your present agreement providing 
for an increase each year also presupposes an increased production 
each year. 

Mr. McDonatp. This is it, sir. This is the last one. The agree- 
ment expires. 

Mr. Hresranp. Is it a fixed increase ? 

Mr. McDonatp. It is a fixed increase which we calculated would 
reflect the increased productivity. 
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Mr. Hirstanp. If production does not increase they still get the 
increase? 

Mr. McDonatp. Oh, yes, but 

Mr. Hiestanp. We would freeze those increases, would we? You 
would advocate by this agreement thus to freeze those wage increases ? 

Mr. McDonatp. Oh, no. This is the last one, you see, - because our 
agreement—this is the last adjustment under the current labor con- 
tract. The current labor contract expires June 30, 1959, and we must 
go into collective-bargaining conferences in the spring of next year. 

The Cuarrman. Mr. Reuss. 

Mr. Reuss. Mr. McDonald, I am delighted to hear your recom- 
mendations concerning the trade- adjustment bill, the cushioning of 
the impact of the casualities of our reciprocal-trade program. I 
know you played a very important role in getting those ideas started 
and I think your footnote in the Randall report of a number of years 
ago was one of the best footnotes ever written by you or anybody 
else. 

Mr. McDonatp. Thank you, sir. 

Mr. Reuss. Don’t you think, in addition to being good economics 
and good justice, the adoption ‘of the Trade Adjustment Program as 
an amendment to the Reciprocal-Trade Agreements Act extension 
would be good politics in enabling a number of representatives to 
vote for the total program who might not be able to vote for a naked 
reciprocal trade extension program ! 7 

Mr. McDonatp. Yes,I do. Yes, I do, sir. 

Mr. Reuss. In the light of that, I trust you hope that the admin- 
istration will withdraw its opposition to the trade-adjustments pro- 
gram. 

Mr. McDona.p. I certainly hope they will withdraw their opposi- 
tion to the trade-adjustments act and I had the pleasure of speaking 
just a few weeks ago on that subject at a conference arranged by Mr. 
Sidney Svensrud, former chairman of the board of the Gulf Oil 
Corp. ., in behalf of the reciprocal-trade program, and I took occasion 

to talk about this. 

Mr. Reuss. Another point: I noted your testimony on the paradox 
of falling employment and produc tion at the same time that we have 
rising prices. You pointed out, correctly I think, that much of the 
responsibility for this belongs on the administration of prices in 
strong industries. 

Mr. McDonatp. That is right. 

Mr. Reuss. I was delighted to hear you say, although I knew you 
would say it, that our national objec tive should be not only full em- 
ployment but full purchasing power and the stable dollar. 

Mr. McDona.p. That is right. 

Mr. Reuss. Have you or your associates today any advice to give 
this committee on what steps, formal or informal, legislative or ex- 
ecutive, should be taken by the Federal Government to check unwar- 
ranted price increases and thus make your goal of full purchasing 
power a reality at the same time that the economy gets back toward 
full employment ? 

Mr. McDonaup. There are several ways to do it. The one we are 
employing here today I think is the best at the moment, that of full 
publicity on the problem and the other way to do it is to enact a law 
for freezing prices and freezing wages, which I do not favor now. 
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That has been tried, you know, in periods of war. I know no other 
way except the way we are proceeding here today, to try to let the 
thinking people of our country understand what the problems are 
and see if they can—try to let the administration understand what the 
problems are and see if they can come up with ideas to cure the situa- 
tion. Or urge them to adopt the recommendations which we are mak- 
ing before you gentlemen here today—ladies and gentlemen, pardon 
me. 

Mr. Reuss. I share your feeling that we don’t need or want price 
or wage controls, certainly in peacetime. Do you think that the kind 
of forum provided by a committee here this morning is enough of a 
publicity light-throwing agent to accomplish what you have in mind? 

Mr. McDonavp. Well, I think it is very helpful. I can’t think of 
anything else at the moment, but this committee has certainly pointed 
up the problem in the minds of the American people. The American 
people have read the statements by, particularly those of President 
Truman and Governor Harriman, and I think they have been in- 
fluenced quite a bit by those statements and I hope that they will be 
influenced just a little bit by the statements I am making before you 
today, and insist upon administration action. 

Mr. Reuss. Thank you. 

The Cuarrman. Mr. Bass. 

Mr. Bass No questions, Mr. Chairman. 

The CuarrMan. Mr. Vanik. 

Mr. Vanix. Mr. Chairman, I would like to ask this of Mr. Me- 
Donald—it is difficult for me to understand the stupidity with which 
the State of Ohio is holding back unemployment benefits until it is 
decided in the highest courts. 

These payments are due under private contracts between the labor 
groups and the employers. 

Do you have any evidence as to the nature of the forces which 
have prompted the State administration to this unwise course? 

Mr. McDonatp. May I ask Mr. Goldberg to make a statement on 
that? 

Mr. GortpserG. In replying to Congressman Vanik, I would also 
like to include a reply to Congressman Betts on this subject because 
I think it is of the highest importance. 

The fact of the matter is that under virtually an identical law, 44 
States in all sections and parts of our country have said that the 
supplementary unemployment benefits that we have negotiated are 
proper and do not disqualify people from taking State benefits and 
receiving the other benefits. 

The fact of the matter also is—and I must say this in all candor— 
that the steel industry and the auto industry and the rubber industry 
is keeping their part of the bargain and they have said they have 
negotiated these benefits and they want to pay these benefits. They 
think they are perfectly proper under the law. 

Mr. Vantik. They said so in their financial statements. 

Mr. Gouppere. Yes. And not only that, they have gone to the 
State authorities and they have joined with us in the court litigation, 
as well as making representations to the State authorities. 

There are some people who are opposing supplementary unemploy- 
ment benefits out of a misguided notion that those benefits will have 
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an impact upon the State unemployment-insurance plans. There is 
a committee in Ohio which operates in this area. It is a misguided 
notion because these plans will only have a beneficial effect upon the 
economy and will only have a beneficial effect upon the State unem- 
ployment system. It will strengthen rather than weaken these State 
systems. 

Every expert in the area—and I am not talking now about union 
experts who may have a particular point of view, but every expert 
in the area of unemployment compensation has said this, has said 
this will have a good effect. 

Now, it is true, Congressman Betts, that the governor has said 
that he wants a Supreme Court decision. We have said this—he is 
entitled if he has a reasonable view—we don’t agree with him—to 
have the matter adjudicated in the courts. 

There isn’t any reason, however, why the payment should not be 
made in the interim in the light of the terrific emergency which 
exists in the State of Ohio. And we have urged the governor and 
the State authorities to permit the unemployed workers to get these 
checks, but the State administration has taken the position that if an 
unemployed worker gets a supplementary unemployment benefit 
check, they will deduct it from his next week of unemployment com- 
pensation. We don’t think that is warranted. We don’t think it is 

yarranted in view of the action of 44 other States which permit this 
and we don’t think it is warranted in view of the fact that two courts 
by unanimous decision—the Court of Appeals of Ohio, and the lower 
court—have held that these payments are permissible. 

Mr. Vanrik. As a matter of fact, if your proposal were to be car- 
ried out it would be only a small call on the fund each week. 

Mr. Gorpperc. It would be infinitesimal and as a matter of fact, it 
would be made up by a lot of other benefits that would accrue to the 
fund. So we would urge the Members of Congress from Ohio to 
join wi a political matter because what is in- 
volved is the livelihood of hundreds of thousands of people in Ohio, 
and the merchants and the businessmen—we would urge that they 
join with us and go to the State authorities and say “let supplemen- 
tary benefits operate pending this court test.” 

It would have a great effect for the State. 

Mr. Vantx. Now I have another question. With respect to the 
total production in the country which is now down to 50 percent, I 

saw a statement in the Wall Street Journal several days ago in which 

Mr. Ruttenberg said that we would be very lucky this year if we were 
to reach a total production at the present rate of 65 million tons, 
which, if that were the total would be less than the total production 
of the Soviets. 

Is there any justification for that statement ? 

Mr. Gotppera. Mr. Ruttenberg’s statement ? 

Mr. VaniK. Yes. 

Mr. Goxpserc. Well, I don’t know. Perhaps he knows more about 
the order books of the steel companies than I do. Maybe he is 
right. 

Mr. Vantk. We are getting perilously close and if we fall behind 
Russia or get that close in production, it would be as much a blow to 
our national prestige as sputniks, wouldn’t it ? 
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Mr. GotpperG. Oh, yes, I agree with you. 

Mr. Vanix. I am concerned about the depletion of inventory. In 
view of the fact that many vital labor contracts will be expiring and 
face renegotiation, is there any evidence to sustain the point of view 
that industrial leaders are deliberately prolonging defermentof reor- 
ders in the face of depressed inventories in order to create for them a 
better atmosphere for labor negotiations ? 

Mr. McDona.p. I couldn’t “really give you a sensible answer on 
that one, sir, because the effect upon us ‘would be very slight. We have 
very few labor contracts expiring currently. Next year is our big 
year, 1959. 

Mr. Vanik. Since the mid-April reports on unemployed are ex- 
pected to show a sharp rise—and I want to say in response to Mr. 
Betts, the latest figure shows 99,244 more people on compensation 
than the last report and it indicates that by mid-April the total 
unemployment may have risen by more than 100,000 than the mid- 
March report, do you believe that the present conditions are tem- 
porary or do you believe that they are more chronic in nature? 

Mr. McDonap. Well, let’s hope they are only temporary. We 
are trying to find ways and means to— 

Mr. Vanix. Make them temporary ? 

Mr. McDonatp. No. Make the conditions temporary, yes, make 
the condititons temporary. We hope to find ways and means—one 
of my reasons for appearing here this morning—is to find ways and 
means to discontinue the temporariness and let's have a full employ- 
ment situation instead. 

Mr. Vanik. [agree with you. 

The Cramman. Mr. Coad. 

Mr. Coap. A very eminent professor of economics, Sumner H. 
Slichter, of Harvard, told the Senate Finance Committee week be- 
fore last that the administration’s monetary and fiscal policies last- 
year had a bad effect on the economy. He charged that the Federal 
Reserve Board was guilty of overdoing credit restraints in the fight 
against inflation, and then moving too slowly to relax credit once 
the recession was in full swing. 

Now, to back up this statement, I would like to read for you hear- 
ings this committee held July 15, 1957, when Mr. William McChesney 
Ma artin, the head of the Federal Reserve Board, was before this com- 
mittee. He was talking about the subject of inflation. He said, “I am 
talking about total spending now. I am not talking about any indi- 
vidual program. I am saying until the savings rate catches up—and 
it doesn’t take too long to catch up in a country as strong as this— 
we have got to slow down a little bit or else we will have to create 
bank credit.” 

Now, there the head of the Federal Reserve Board was talking 
about slowing down of spending. In addition to that, also last sum- 
mer, Treasury Under Secretary W. Randolph Burgess indicated that 
the administration wants to ease, and I quote, “the stresses of over- 
employment.” 

On October 30, 1957, at a press conference in response to a question 
by Merriman Smith of the United Press, he was talking about the 
cost of living and the President says, “I just believe in a period of 
rising prices, like in any other thing, people should attempt to pur- 
chase less than when prices are going down. 
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Now, Mr. and there are many 
other quotations—that the administration was anion of an economic 
adjustment, the kind of adjustment that we have right now? Do you 
feel that that is right or wrong ? 

Mr. McDona.p. Well, I am sorry to say I feel it is right. Those 
statements certainly confirm—those latter statements confirm Pro- 
fessor Slichter’s statements and Professor Slichter is in agreement 
with the United Steelworkers of America, although there are many 
times when he has not been in agreement with us. 

Mr. Coap. The Congress has been putting forth many different 
kinds of bills, ideas, and proposals. Some bills which have been 
passed—two, mainly, have been vetoed. The price support freeze on 
agricultural commodities and the public works bill which, of course, 
may or may not have been classified as an antirecession measure. In- 
asmuch as too much spending was to have been one of the things we 
were doing wrong back in 1957, we are now the recipients of unem- 
ployment. There are over 5 million unemployed. The President 
stated on the 26th day of March, 1958, and I quote, “I believe the 
American public now should be buying.” 

If indeed we needed an economic adjustment last year and it was 
to be brought on by the cessation of spending, and that is what we 
have, why now is he saying that we should spend ? 

Mr. McDonatp. Well, because perhaps the situation got out of 
hand. Perhaps the administration didn’t think this thing would get 
as bad as it has become as a result of its failure to act. 

Mr. Coap. What was a little bit of recession good for? The cost 
of living has gone up now to 123.3. 

Mr. McDonaxp. Insofar as buying is concerned, I think the Presi- 
dent was wrong when he made that statement—I mean so far as “stop 
buying”—the statement he made about 6 months ago I think was all 
wrong. There are millions of people with very low incomes in our 
country who would like to have the opportunity to do some buying, 
who would have liked to have had the opportunity in 1957 to do some 
buying which they didn’t have because of the low wages which they 
were receiving. 

I think that was a very serious mistake on the part of the admin- 
istration to take that position back then but now, as I say, I think per- 
haps the thing got out of hand. What they thought they could 
control they couldn’t control, and it is out of hand now yand they better 
find ways and means to get it back in hand. 

Mr. Coan. I wonder if the President really knew wherein he spoke, 
because also on October 30, the same day that he says to reduce spend- 
ing, he says, “There is some disappointment I think in the seasonal 
upsurge of fall buying. There is some increased unemployment.” 

Now, listen to this. On the same day in the same press conference, 
the President said to stop buying and then he said there is disappoint- 
ment in the fact that there is not enough buying. I just wonder 
if the administration really has been quite aware of the real economic 
situation at all. 

Mr. McDonatp. Well, that brings me around to the suggestion 
which we have been talking about for over a year—as a matter of fact, 
since the 12th of February, 1957. We had so much discussion about 
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the problems of inflation in our country, and at that time I made some 
suggestion, I made some speeches to the effect that we should create, 
what for lack of a better term, I call the continuous prosperity com- 
mission in our country, and I made reference to it here in this state- 
ment today. The people who are vitally concerned with the prob- 
lems of collective bargaining, primarily, to form a sort of permanent 
advisory group with the President and meet with him once or twice a 
month so he could know right from the horse’s mouth what is going on 
right down instead of having it dribble down through the various 
agencies, dribble down through the Council of Economic Advisors, 
and have the President consequently get the information many months 
too late. 

We proposed it then and we propose it again that this sort of thing 
should be done. After all, there are all sorts of advisory commis- 
sions, but there is no group such as this which can meet immediately 
with the President and tell him what we figure is going on in our 
country and what plans perhaps should be laid to prevent a recession 
or prevent things from going to pot. 

Mr. Coap. Thank you. I appreciate your appearance and your 
statement. 

Mr. McDonap. Thank you very much, Mr. Coad. 

The CuarrmMan. Mr. Anderson. 

Mr. Anprerson. Mr. McDonald, I, too, want to compliment you on 
a very fine statment, a very inclusive one which I am sure will support 
this committee’s action on the bills which we are now considering. 

Mr. McDonatp. Thank you, Mr. Anderson. 

Mr. Anverson. Before I ask you some questions, I would like to 
make a couple of comments, one with respect to the farm situation. I 
would like to point out to you, since you are interested in steel produc- 
tion, that farmers of America in a normal year consume more steel 
than does the entire automobile industry and for 5 years the American 
agricultural situation has been in a state of depression. 

Many of the large tractor and similar steel-consuming factories 
which supply our farmers, have been operating at 50 or 60 percent of 
capacity. That situation has undoubtedly contributed substantially 
to your difficulties. 

I would also like to comment on your answer to Mr. Hiestand in 
which you said that you had been very strenuously urging antireces- 
sion measures, starting certainly not later than last August. 

Now this is 9 months later and we are just now holding hearings. 
I am sure that I am joined by other members of this committee in 
regretting that we did not get around to hearings on this matter until 
the middle of April. 

We regret the delay of 3 months in which we had hearings on the 
big bankers’ bill. If there is any necessity for a bankers’ relief bill, it 
certainly hasn’t been indicated by the high interest rates and the profit 
returns of the banks. 

Big steel is your employer but you have to answer honestly when 
you are before a congressional committee. In your testimony you in- 
dicated there were certain industries operating under a system of 
administered prices. Now wouldn’t you say big steel is one such 
industry ? 

Mr. McDona.p. Yes, sir. 
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Mr. Anverson. Big steel announces each time it advances prices that 
that price advance was simply to cover the cost of increases in wages. 
What would you say about that ? 

Mr. McDonatp. That is a false statement, sir, because usually the 
price increase amounts to about three times the cost of the wage in- 
crease. That has been our experience down through the years. 

For every dollar of increased wages, steel increases prices $3. 

Mr. Anverson. Now most of the things we are considering here call 
for Federal action and I agree with all of your endorsements of these 
bills, but don’t you think that something could be done by industry, 
itself? In the past year the production, in percent of capacity, of 
steel is down to an all-time low since the World War. 

Yet profits for the year 1957 were at an all-time high. Now the last 
article I saw in the Wall Street Journal still said that ‘the steel industr Vv 
was considering a further increase in prices as of the Ist of July next. 

Don’t you think it rary be more helpful—they can do that, of 
course, because if they can sell less steel for more money, they can 
come out with a bigger profit, but that doesn’t provide jobs for peo- 
ple so wouldn’t you say it would be a healthy move if the steel indus- 
try, administering their prices as they do, would lower them instead 
of raising them ? 

Mr. McDonatp. I think right now and on July 1 that they could 
make a great contribution to our country by lowering their prices. 
They do not need to raise their prices. They can make a profit at 45 
percent of capacity but we would like to see Shiai make a bigger profit 
ut full capacity without the necessity of raising prices. 

There is no need to raise prices. Rather, they could reduce prices 
and still make a good profit. 

Mr. Anperson. Don’t you think they would get more steel sold? 
More goods moving over the dealer’s shelves, if prices are lowered ? 

Mr. McDonap. Some of the fabricators say that and I think that 
is the essence of Mr. Ruttenberg’s plea. He wants to get steel for his 
manufacturing operations at a lower price but he makes the mistake 
of saying that there should be a wage freeze also and that the steel 
workers union should violate the sanctity of its labor contract and 
refuse to accept what it has negotiated for its members. 

Mr. Anperson. That is a very telling remark. Mr. McDonald, I 
wondered if you saw Herblock’s cartoon last week in the Washington 
Post where there is a swimmer fairly far out from the beach fran- 
tically swimming away from an ominously pursuing shark labeled 
aie Recession,” and seated high in the lifeguard tower on this beach 

; President Eisenhower who soothes this terrified swimmer with the 
cia “Don’t worry, I’m watching.” 

Mr. McDonald, do you think this is an apt description of the pres- 
ent administration’s economic policy ? 

Mr. McDona.p. I am afraid it 1s, sir. Somebody made the crack 
recently, “This is no depression, this is just a lot of unemployed 
people who think there is a depression.” 

Mr. Anperson. The present administration policy is one of taking 
a wait-and-see attitude toward each month’s economic statistics— 
they have just pushed us along from February to March and now 
they want. us to wait for May before acting. 
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Don’t you think that is playing a pretty dangerous game that 
could be described as playing Russian roulette with America’s eco- 
nomic security # 

Mr. McDonatp. Mr. Anderson, this sounds like 1929, 1930, 1931, 
all over again. 

I have just been reading a book on this subject and many of the 
quotations w hich were being made in 1929 and 1930, many of the state- 
ments being made then are being made today. Now nobody has quite 
said prosperity is just around the corner, but I am looking for that 
one any minute. 

Mr. Anperson. Thank you, Mr. McDonald. 

Mr. Breepinc. Mr. McDonald, I want to join with my colleagues 
and compliment you on your statement this morning. 

Mr. McDonap. Thank you, thank you very much. 

Mr. Breeprne. Do you believe to hesitate before boldly attacking 
the recession could be dangerous? Won’t we have to expand just to 
take care of the million or so students and graduates that we will have 
this year ? 

Mr. McDonatp. Yes, we certainly will. I made that point a little 
earlier before you came in, I believe, Mr. Breeding. We will have a 
lot more people looking for jobs. We have just waited around too 
long. 

As I said earlier, in time of peace, prepare for war, and in time of 
war, prepare for peace. 

We have waited around too long. What we are talking about now 
should have been on the planning boards. Whenever somebody says 
it is going to take 2 years to plan for harbor development, for exam- 
ple, before you actually get going, those plans should have been made 
2 years ago because we certainly need developments of this sort in our 
country to increase the wealth of our country. 

Instead of speaking about 2 years hence, 2 years ago we should 
have been planning for this day. 

Mr. Breeptnc. And no w aiting while we are in this period and then 
start planning—I agree with you. 

Mr. McDonatp. Could I make this additional statement please, sir: 
If somebody from the Navy comes up and asks for the money for an 
aircraft carrier, to build a new aircraft carrier, they have been plan- 
ning that for several years. That is in the planning stage long before 
they get ready to build that aircraft carrier. 

If we can do it with things like that, why can’t we do it for our 
general economy. 

Mr. Breeptne. We most certainly should be able to. 

Mr. McDonald, you know that the spokesmen for the present ad- 
ministration have pointed to housing as one of the areas that could 
be called upon to bolster the economy, even if the downturn continued 
in other areas. 

Now I notice that the seasonally adjusted annual rate of housing 
starts for March has declined to 880,000. This is the lowest annual 
rate I believe since early 1949. 

Don’t you feel that this is just one more sign that points to a serious 
economic difficulty that we are now in ? 

Mr. McDonatp. Yes, sir. In housing alone it is estimated that 
every new house requires a ton of steel in its construction. 
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_ So in a selfish sense, only speaking for steel, this would be most 
important. 

Mr. Breepine. Mr. McDonald, would you agree with me when you 
hear the saying that depressions are farm-bred and farm-fed? Do 
you believe that the depression that agriculture has been suffering 
from for the last 5 years is one of the present causes of our industrial 
recession ? 

Mr. McDonaxp. Yes, sir, of course it has, because again farmers 
have purchasing power, they must have purchasing power in order 
to buy industrial goods and when you convert that to the other side, 
the industrial workers must have purchasing power to buy the farm 
goods. 

Mr. Breepine. Further backing up Mr. Anderson’s question, I 
would like to make this remark: Back in 1946, 1947, and 1948, wheat 
was $2.25 a bushel and you could buy a tractor for $2,500, which is 
practically all steel. 

Today wheat is $2 a bushel and that tractor costs nearly two-and- 
a-half times what it did then. Is all this extra cost laid to the door 
of labor or because of the increase in the price of steel? Farmers in 
my country wonder and question a lot with regard to who is respon- 
sible for this extra amount and why. 

Mr. McDona.p. They have been propagandized to the effect that 
it is the steelworkers who are causing this inordinate rise but I tried 
to point out a little while ago that the cost of the wage increase is 
tripled by the steel industry, to the fabricators, and the tractor 
builder is a fabricator. 

Mr. Breepine. Then to what percent would the labor increase in 
the cost of a tractor be compared to the increased cost of the steel ? 

Mr. McDonatp. One-third. Wait a minute, perhaps I didn’t get 
your question. You are talking about the increase in the price of 
steel. That would be one-third. 

Mr. Breeprne. Then the increase in labor is one-third of the in- 
crease in the price of steel ? . 

Mr. Mixier. This would be true, Congressman, if there was no such 
thing as improved productivity. Actually, you will find that steel 
wages as such, real wage increases, have not created any pressure 
whatsoever on prices. “Your comment concerning the price of a 
tractor is pertinent. Obviously many things go into it, but I think 
it is important to note that the profit margin per ton of steel shipped 
has tripled in the past 10 years. 

Mr. Breepinc. That tripled makes me think that this is probably 
the major cause of the price of the tractor tripling in the past 10 
years. 

Mr. McDonaxp. Yes, sir. 

Mr. Gotpsere. The steelworker in a sense is just like a farmer. 
When the farmer by the sweat of his brow, sows more wheat and gets 
a bigger crop, then he gets more money for it. That more money is 
justified because he is produci ing more wheat, which has been the his- 
tory of American agriculture and its great ac hievement. 

That is why with fewer farmers we produce a greater amount of 
agricultural products than any other country in the world. The 
steelworker is exactly like the farmer. He has been producing in- 
creasing outputs. 
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Our statistic show that the productivity of the steelworker has been 
enormous throughout the years. He is producing much more steel 
for every man- hour he works so that in the price of ' your tractor, there 
was no basis whatsoever in labor’s costs increasing the price of that 
tractor. 

What has come about is, in the desire to get profits—and we ap- 
prove reasonable profits—in a desire to get ‘profits that are beyond 
reasonable profits, there have been incre ased prices that have been 
not justified by the amount of wage increases which have been earned 
by the productivity of the workers who have worked in those plants. 

Mr. Breeprne. I would like to point out, too, that with 6 million 
farmers in America farming 280 million ac res, we produce more food 
than we can eat and a lot more than we can get rid of. Yet in Russia, 
where they have 438 million acres of agricultural farmland, and 
don’t know how many million farmers, they can’t produce enough to 
feed themselves. 

Mr. Gotpperc. That is correct. 

Mr. Breepine. And it seems like this administration has held the 
farmers back and are still trying to do so. Do you agree with that? 

Mr. McDonaxp. Yes, sir. May I make this supplement: iry state- 
ment in regard to the productivity of steelworkers? We do have the 
figures to ‘indicate that productivity has been rising, year by year. 
The man- hour productivity of the steelworker. 

Now I am sure that when this recession ends and the steel indus- 
try is bac Ak in full production, that there will be considerably fewer 
stee Iworke ‘rs in the mills. That the steel industry will not rehire all 
of the people who have been disemployed. And they will not rehire 
people to fill jobs of the disemployed when those disemployed may go 
elsewhere. 

I am sure there will be considerably fewer steelworkers. I don’t 
know how many, maybe 10 percent fewer steelworkers in the mills. 
That means that productivity per man-hour will go up quite a bit. 

Mr. Breepine. Thank you, Mr. McDonald, for your statement. 

The Crarmman. Mr. McDonald, my State of Kentucky is a coal 
producing State. 

Mr. McDona.p. Yes, sir. 

The Cuairman. I want to know how closely the coal industry is 
rel: ited to the steel industry and how much coal is used in the pro- 
dic ( ion ofa ton of ste el. 

Mr. McDonaxp. Well it is pretty hard to answer that. 

[ have heard figures as high as ton of coal for a ton of steel. 
Whether or not that is correct, I don’t know. I think it is approxi- 
mately correct. One ton of coal to each ton of steel. 

Of course, the coal industry is very badly affected by a decline in 
steel production. So much of current coal production is now captive 
mine production—the captive mines being the mines owned by the 
steel companies, and as steel production goes down, the coal produc- 
tion goes down and employment in the mines goes down considerably. 

There are many mines owned by the steel companies which are shut 
down and some which are only operating partially. So you are being 
affected in Kentucky by the coal situation as a result of this decline in 
steel production, very adversely. 
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The Cuatrman. Not only that, but all the fabricators of steel are 
affected, and there are thousands of them. 

Mr. McDona.p. Yes, sir, that is true. In addition to that, the 
fabricators as their orders fall off, they are going to use less electricity 
or less gas and that means less coal. 

The Cuamman. Does gas and electricity supplement the use of coal 
in making steel ? 

Mr. McDonavp. In the making of iron ore, coal comes into use for 
the production of coke for use in the blast furnaces to smelt the iron 
ore. It comes out as iron and then the iron is refined into steel in 
the open-hearth, or Bessemer furnaces. 

You have the use of coal in the primary making of steel and you have 
the use of coal in the production of electricity and gas for further 
melting or fabricating or rolling of steel. 

The Crairman. The steel and coal go down together always; don’t 
they ? 

Mr. McDonatp. Yes, sir; they have a natural affinity. 

The Cuarrman. Mr. Patman. 

Mr. Parman. Mr. McDonald, I have listed these groups which I 
consider are definitely in a depression as distinguished from a reces- 
sion. I consider agriculture, small business, home builders, the un- 
employed, the coal industry, the steel industry, textiles, railroads, 
automobile industries from manufacturers, transporters, down to 
retailers, in a depression. 

Do you know of any group that is really not suffering from this de- 
pression except the banks and the money lenders / 

Mr. McDonatp. I can’t think of any, offhand. 

Mr. Parman. The banks are doing well, of course, and the money 
lenders are making more money. We had one ce ase brought to our 
attention where money lenders were charging up to 72 percent on auto 
loans in the Midwestern States. 

Mr. McDona.p. Seventy-two percent ? 

Mr. Parman. Yes. People are paying about $10 billion a year more 
interest than they paid 5 years ago. That is equal to about $60 per 
capita, or $300 for a family of 5, per year. That diversion of purchas- 
ing power of $300 a year from comforts and necessities of life to the 
payment of interest and service charges, I am sure that you will con- 
clude is very harmful to our country. 

Mr. McDonatp. Yes, sir; I certainly would. That is putting the 
purchasing power into the hands of a few, enriching the few at the 
expense of the m: ny. 

Mr. Parman. Thank you, sir. 

The Cuarrman. Mr. Vanik. 

Mr. Vantx. Mr. McDonald, I have just 1 or 2 more questions I 
didn’t have a chance to ask you before: In the financial report for the 
United States Steel Corp. of 1956, I recall a statement concerning the 
dissipation of depreciation reserves. This statement indicated the 
depreciation credits would be totally exhausted by 1960 and that this 
would reflect itself in increased taxable income in 1960, notwithstand- 
ing sales. 

Do you recall that statement in the financial report ? 

Mr. McDonatp. Yes; I do, sir. 
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Mr. Vanik. In the light of current conditions, does that statement 
-hold true today ¢ 

Mr. McDonaup. May I confer just for a second 

Could I ask Mr. Marvin Miller to make a statement on that? It 
would be more helpful than anything I could say, I am sure. 

Mr. Mitier. As I understand, Congressman, the fact that accel- 
erated amortization is slowly running out will—other things being 
equal—result in higher stated profits and higher Federal taxes than if 
accelerated amortization were continuing at the same pace as a few 
years ago. 

Mr. Vantrk. Then our experience with accelerated depreciation in 
the past doesn’t seem, it would indicate, to be a desirable device at this 
time. 

Mr. Mitrer. I would say it is probably undesirable at this time for 
this reason. I think you have to get kind of basic here, when you 
examine the causes of the recession. If it is true that we have a lot 
of unused capacity—not just in steel, but in many other industries— 
then surely the immediate and primary need is not to build more 

Upac ity. 

It may be that we have to continue ot look ahead and continue to 
invest money in new industries, but surely that is not the primary 
need at the moment. 

In general, I think you will find that, if it is true that industry is 
beginning to spend less money on new plant and equipment than in the 
whole boom period up to 1957, it is basically because there isn’t enough 
demand to buy the products which they can now turn out with their 
present capacity and it would seem, therefore, reasonable to conclude 
that our first need is to increase demand. 

Mr. Vanik. Now going back to that statement concerning the deple- 
tion or the using-up of depreci iation reserves, In your opinion would the 
big steel companies be in a position to indicate considerable income in 
the periods beginning 1959 and 1960, notwithstanding a reduced pro- 
tion of perhaps 50 percent ? 

Mr. Minter. As President McDonald indicated, at least the leading 
steel companies certainly operate well in the black at 50 percent of 
ecupacity. 

Mr. Vanix. And it would be in no way reduce the possibilities for 
profitable operations as far as the stockholders are concerned ¢ 

Mr. Mitier. No, sir. 

Mr. Vantx. | agree with Mr. McDonald on the etfect of an income- 
tax cut on purchasing power, particularly at the base, but the pro- 
ponents for tax relief are pushing for a general cut. 

If an increase in dependency exemptions and a tax cut for low- 
income groups can come only at the price of an across-the-board cut 
for all, including corporate income, would you then favor it ? 

Mr. McDonatp. Yes, sir, we have to get the cut in for the low- 
income fellow anyway and if that is the only way we can do it, we will 
have to accept it. We would rather proce eed in the opposite way. 

Mr. Mumma. Mr. Chairman, it is getting late, but you know this 
accelerated depreci: the is seen by the public as something of a steal. 
Itisreally a post ponement of taxes. 

Mr. Vantx. Providing the rates stay up. 








438 LEGISLATION TO RELIEVE UNEMPLOYMENT 


Mr. Mumma. Well do you expect the rates for that to be decreased 
now 

Mr. Vans. I think Mr. Patman has mentioned that many times. 
If the rates continue at the present level, it is only a deferment of tax, 
but if the tax rate goes down, it is a forgiveness forever of the tax. 

Mr. Mumma. It will be paid on the basis and effect at the time it is 
mace. 

There are so many angles of this thing that could be discussed, I 
will give up. 

Mr. Vanrk. Ihave no further questions. 

The Cuarrman. The House is in session and the committee will 
adjourn. 

We are very glad to have had the benefit of your views, Mr. Mc- 
Donald, and I'am sure the committee will give them consideration. 

Mr. McDonatp. It is a real pleasure, sir. Thank you so very much 
for giving me this opportunity to be with you this morning. 

(Whereupon, at 12:15 p. m., the conunittee adjourned to reconvene 
at 10 a.m., Tuesday, April 29, 1958.) 
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TUESDAY, APRIL 29, 1958 


Hovusrt or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met, pursuant to adjournment, at 10 a. m., the 
Honerable Paul Brown, presiding. 

Present: Messrs. Brown, Patman, Multer, Mrs. Griffiths, Messrs. 
Ashley, Vanik, Rutherford, Coad, Anderson, Breeding, Mumma, Hei- 
stand, Seely-Brown, Siler and Chamberlain. 

Mr. Br own (presiding). The meeting will come to order. 

Gentlemen, you may identify yourselves for the record. 

Mr. Srern. I am Herbert Stein, director of research for the Com- 
mittee for Economic Development. With me is Mr. Robert Ryan, 
who is Director of CED’s Area Development Division. We appear 
here today in the absence of Mr. Neal, president of CED, who is ill. 

Mr. Brown. You may proceed in your own way. 

Mr. Srern. We have Mr. Neal’s statement and if this procedure is 
acceptable, I will read the part of the statement dealing with the 
current recession, and Mr. Ryan will read the part dealing with the 
problems of surplus labor areas, and we would each be prepared to 
answer questions relating to that part of the statement with which we 
have dealt. 

Mr. Brown. You may proceed. 


STATEMENT OF ALFRED C. NEAL, PRESIDENT, COMMITTEE FOR 
ECONOMIC DEVELOPMENT, PRESENTED BY HERBERT STEIN, 
DIRECTOR OF RESEARCH; AND ROBERT RYAN, DIRECTOR, AREA 
DEVELOPMENT DIVISION 


Mr. Stein. This is Mr. Neal’s statement. 

J am grateful for your invitation to participate in these hearings 
on the problem of establishing and maintaining high employment— 
nationally and regionally. This is a subject with which CED has 
been deeply concerned since it was first established in 1942. 

I have divided my statement into two parts, one dealing with the 
current recession and the second discussing the special problems of 
chronic labor surplus areas. 

The current recession : 

Seven months have elapsed since the current decline in business ac- 
tivity began. This is only a very short interval and the recession has 
by no means reached alarming proportions. Nevertheless, there is 
widespread agreement that we ‘cannot sit by as the recession deepens. 

No one has seriously suggested to let nature take its course. We do 


4 39 








440 LEGISLATION TO RELIEVE UNEMPLOYMENT 


not expect unemployed workers to bear the full brunt of the decline 
in their incomes. We assume the monetary authorities will take steps 
to make money and credit more readily available. We no longer re- 

gard a Federal deficit during recession as an evil. And we are actively 
Siciiinng measures that would make the deficit even larger for a tem- 
porary period. 

The program committee of the Committee for Economic Develop- 
ment recently issued a statement, Anti-Recession Policy for the Fed- 
eral Government in 1958, which discusses these matters in some detail. 
Copies of this statement ‘have been distributed to your committee. I 
should like, if I may, to bring up to date some of the statistics cited 
in that statement and to interpret its position in the light of these 
figures. My statement has not been circulated to the members of our 
program committee for their approval, but I believe it is consistent 
with their general thinking. 

The program committee suggests that action to combat a recession 
once it has gotten underway should be flexible and reversible. In the 
initial stages, major reliance should be placed on the automatic stabi- 
lizing effect of the Federal budget and on monetary policy. A budget 
deficit generated by a fall in tax receipts as incomes dec Tine will auto- 
matically become larger as business conditions continue to decline and 
will become smaller when incomes and employment begin rising. 
Monetary policy is not automatic, but it can be used with varying 
degrees of strength and can be reversed quickly if the situation 
changes. 

In addition, it is appropriate to accelerate Federal expenditures 
under programs already authorized, since the expenditures would 
be needed in any event and the addition: ul stimulation to the economy, 
though small, would be in the right direction. 

These steps would ordinarily be sufficient in a mild recession. But 
most recessions start out looking mild, even if they later become more 
serious and protracted. To deal with this possibility, CED suggested 
that plans be made at a fairly early stage during the recession to 
take stronger measures, if necessary, to set a floor to the recession 
before it reaches a dangerous point. 

These stronger measures include tax reduction and an acceleration 
of necessary Federal procurement and public works programs that 

can have an impact on the economy within a year or so, with stronger 
emphasis on tax reduction to av oid loading the budget with programs 
that will later add to inflationary problems. 

These measures should be held in reserve because they are not flex- 
ible enough to deal with short recessions. If used, however, they 
should be used with vigor and determination. Their goal should be 
not only to stop the economic decline but also to reverse it. 

We have no way of knowing whether the measures already taken, 
along with the natural corrective forces in the economy, will be suf- 
ficient to check and reverse the decline. But we do know what hap- 
pened through the end of March. To help follow current develop- 
ments, we have prepared a set of charts which compares the move- 
ments of important economic indicators in the present recession with 
the 1948-49 and 1953-54 recessions. A copy of these charts is ap- 
pended to this statement. 

For each series, we have expressed the monthly or quarterly data as 
a percentage of the figure for the previous peak month or quarter. 
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Monthly data begin with November 1948, July 1953, and August 1957. 
Quarterly data er with the fourth arte of 1948, the second 
quarter of 1953, 3, and the third quarter of 1957. Our purpose in pre- 

yaring these charts was to provide perspective for analyzing the data 
or the current recession. We cert ainly do not want to imply that 
they can be used to forecast future movements in the indicators during 
the remainder of the recession. 

The charts show that the current recession seems to have followed 
its two predecessors fairly closely in the first 4 or 5 months. More 
recently, however, particularly since the turn of the year, the decline 
has become steeper than its two predecessors and, in ‘several respects, 
has already gone as far as, or further than, either of them at their 
worst. 

Gross national product, for example, declined 3.2 percent from peak 
to trough in the 1948-49 recession and 2.4 percent in the 1953-54 re- 
cession; in the first two quarters of the current recession, the decline 
amounted to 3.6 percent. 

Industrial production is already down 12 percent since August 1957, 
roughly 2 percent more than the entire drop during 1948-49 and 
1953-54. The physical volume of retail sales has declined less than 
5 percent in 1953-54. Seasonally adjusted nonagricultural employ- 
ment has declined more than at any time in the two prior recessions 
except for 1 month in 1949 and another in 1950 when major strikes 
were ill progress. 

The seasonally adjusted unemployment rate of 7 percent is already 
at a level which was never reached in either of the two prior recessions, 
again with the exception of one strike month in 1949. 

Private housing starts, which remained virtually unchanged in the 
first few months of the two previous recessions and rose sharply there 
after, have dropped 17 percent since the beginning of the present 
recession. Plant and equipment expenditures, according to the latest 
survey of business intentions, are expected to be cut much more than 
in 1953-54 and at least as much as in 1948-49. 

All is not black, however. Personal income has held up almost as 
well as it did in 1953-54, and much better than in 1948-49, because 
farm income is increasing now but dropped then. The decline in 
new orders in manufacturing has been no more severe during the cur- 
rent recession than it was in either 1948-49 or 1953-54. Federal ex- 
penditures are rising now; they rose more in 1948-49, but declined in 
1953-54. Interest rates on both short- and long-term Federal securi- 
ties have fallen proportionately as much as they did in 1953-54, and 
substantially more than in 1948-49. 

This decline in interest rates reflects not only the reduction in de- 
mand for credit that naturally occurs during recession, but also the 
reversal of the tight money policy pursued by the Federal Reserve 
last year. 

Unfortunately, none of these figures provides a reliable clue as to 
what the future holds in store for us. Some have ventured to make 
predictions, but I must confess that I do not possess a special crystal 
ball or the courage to enter into the guessing game. The fact of the 
matter is that the recession is still in progress and that it deepened in 
March, though the rate of decline in most of the indexes was less 
than in February. It may be that business activity is close to the 
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bottom, but there are no hard facts either to support this view or to 
prove it to be w rong. 

To avoid relying on forecasts, CED’s Program Committee suggested 
that substantial tax reduction should be enacted— 
if, after allowance for seasonal influences, business activity continues to con- 
tract for another 2 months, after February, unless there is unmistakable evidence 
of quickly forthcoming improvement. 

The reasoning behind this recommendation was that, by February, 
the economy had already declined just about as far as in the two 
previous recessions. Two more months of further decline just about 
as far as in the two previous recessions. ‘Two more months of further 
decline would be regarded by the committee as sufficient evidence to 
warrant strong corrective action, in the absence of clear signs of a 
prompt recovery. 

The March figures are already available and, as the appended charts 
indicate, 1 of the 2 months of further decline has passed. The April 
figures will be available within 2 weeks. There will undoubtedly be 
disagreement over the meaning of these figures. 

It seems to me, however, that the time for tax action will have 
arrived if, after adjustment for seasonal variation, the rate of unem- 
ployment shows an increase and if employment in nonagricultural 
establishments, industrial production, personal income from produc- 
tion, and retail sales indicate a decline in business activity ror the 
March figures unless some strong contrary evidence not now in the 
picture emerges. 

Some of the data will undoubtedly show a deceleration in the rate of 
decline, but a deceleration would not—in my view—be unmistakable 
evidence of forthe ‘coming improvement. W ith the gross national prod- 
uct running at an annual rate of at least $30 billion below a high- 
employment level—as it would be if the April indicators declined 
below March—it would be unwise to risk the possibility that the reces- 
sion will develop into a cumulative spiral from which it would be 
difficult to extricate ourselves. 

In the event the economy needs a large stimulus, it may be possible 
to speed up expenditures that would otherwise be made later. But 
major reliance should be placed on tax reduction—for two reasons. 

First, public-works expenditures cannot be accelerated quickly, 
because there is a long lag after a new project is authorized before 
construction actually begins. 

Second, experience has shown that Federal spending programs, once 
started, persist into a later period of prosperity. Spending our way 
out of a recession would add to the “normal” size of the Federal budget 
and interfere with the possibility of permanently reducing taxes. 

To be appropriate to the requirements of antirecession policy, a tax 
cut should have a number of characteristics. It should be adequate. 
It should be simple. It should be neutral with respect to the distri 
bution of the tax burden. And it should be enacted with a definite 
termination date, so that Congress will force itself to reconsider the 
tax cut and to take positive action if it is to be kept on the books. 
Without his safeguard, it would be comin impossible to prevent 
deficit financing after high employment has been restored. 

CED’s program committee has recommended that a 20-percent 
reduction in all individual income-tax rates to terminate on March 
31, 1959, would meet these specifications. 
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This would reduce taxes at an annual rate of about $7 billion at 
current income levels. This form of tax reduction would be easy for 
everybody to understand. At the same time, it would keep the dis- 
tribution of individual income-tax liabilities by income classes pre- 
cisely the same as it is now. The proposed termination date would 
give the Congress ample time early next year to decide whether the 
cut should be continued, reduced, or terminated entirely. 

The main purpose of the tax cut would be to increase private spend- 
ing by increasing private disposable income, that is, income after 
tax. 

According to all the available evidence, there is a close association 
between disposable income and spending. Since 1939, when quarterly 
data on consumption began, there have been only two quarters in which 
disposable income rose ‘and consumption fell—and these are not dif_i- 
cult to explain because they followed the two buying sprees that were 
triggered off in mid-1950 and early 1951 by fears of impending short- 
ages as a result of developments in Korea. We do not know how 
much spending a tax reduction will stimulate, but we do know that 
it will stimulate some. 

I believe taxpayers will spend a large proportion of their tax cuts. 
If there were convincing evidence that ‘T am too optimistic, that would 
argue for increasing the size of the tax cut and not for abandoning 
it entirely. 

Some of the same people who feel that a tax reduction will not 
stimulate spending also argue that the deficit it will create will be 
inflationary. Clearly, both these arguments cannot be right. Al- 
though it is true that a tax cut will increase the deficit, the deficit can 
be inflationar y only if the tax cut increases spending of some sort. 

The fear of the inflationary effects of a tax reduction is not so much 
for the present, with most American industry operating at substan- 
tially less than capacity, but for the future when recovery sets in. 
This is a real danger, and it is for this reason that CED has recom- 
mended a temporary tax reduction. In the past, Congress has acted 
quickly to increase taxes only during wartime when Federal expendi- 
tures were being raised rapidly to meet the emergency needs. Since 
the enactment of the income tax, Congress has never increased taxes 
during peacetime in order to counteract the inflationary effects of a 
boom. 

Given the present scale of government and its expanding needs, we 
cannot afford to make a permanent reduction in the strength of the 
present revenue system at this time. Whether or not the tax cut is 
labeled temporary in advance, it must be temporary in fact. 

If tax rates are lowered now and not raised later, we will suffer from 
the much crueler tax of inflation. The route CED suggesis—a tem- 
porary tax reduction with a definite termination date—is the only 
forthright way of dealing both with the present recession and with 
the problems that will inevitably follow after it is cured. 

Congress is now in the process of raising the level of Federal ex- 
penditures for many years to come. The Budget Director informs 
us that an $80 billion budget is within sight. Even under conditions 
of high employment in fiscal year 1959, budget receipts would be in 
the neighborhood of $76 billion or $77 billion. If reliance is placed 
entirely on expenditures to restore high employment, it will be neces- 
sary to raise expenditures even more than is now contemplated. 








444 LEGISLATION TO RELIEVE UNEMPLOYMENT 


I am sure you will agree that it will be extremely difficult to raise 
tax rates above present levels to balance the budget ‘at such very high 
expenditure levels after the present recession is over. 

The risks in the current situation are plain toeveryone. On the one 
hand, if we decide to do nothing more than has been done so far, the 
recession may get out of hand. On the other hand, if we act vigor- 
ously without keeping an eye on the future, we may bring on further 
inflation. At the present moment, the major problem is “to fight the 
recession. If we meet this test successfully the chances of adopting 
the appropriate policies for fighting inflation in the future will be 
greatly enhanced. 

It is my firm conviction that a firm anti-inflation policy will be 
acceptable to the public only if we stand ready to do whatever is nec- 
essary to prevent the unnecessary hardships of a long and serious 
recession. 

Mr. Ryan will read the remainder of the statement. 

Mr. Ryan. This is Mr. Neal’s statement on the chronic labor-surplus 
areas. 

The problems of chronic labor surplus areas differ from those of 
communities currently affected by cyclical unemployment. Chronic 
labor surplus areas suffer from permanent or long- continued loss of 
employment as a result of basic structural changes i in the economy, 
while the areas affected by cyclical unemploy ment still retain their 
industries and their locational advantages for their industries. Their 
industries are simply operating temporarily at less than full capacity 
in the current business downturn. General antirecession programs 
and an upturn in the business cycle should relieve the unemployment 
problems of most areas currently affected by cyclical pnamagneyeanat, 
but will not cure the problems of chronic labor surplus area 

Chronic labor surplus areas also differ from eev-doveloped or 
rural areas characterized by underemployment in that the chronic 
labor surplus areas have previously been highly developed industrial 
communities, with fully developed secondary and service industries, 
extensive investments in urban social capital, and a skilled labor 
force with long experience in industrial occupations. Despite the 
distinction between rural and urban chronic labor sur plus areas, many 
of the programs I am going to suggest to improve conditions in 
industrial chronic labor surplus areas will also help less-developed 
rural areas 

Chronic labor surplus areas require special measures for solution 
of their problems because the reasons for the existence of unemploy- 
ment in chronic labor surplus areas differ from the reasons for 
cyclical unemployment. Several factors have been responsible for 
the emergence of areas of chronic labor surplus. The various causes 
are generally interrelated, so that more than one may be operating in 
a particular chronic labor surplus area at the same time. In general, 
however, the major causes are: 

1. Changes in demand for products, such as the shift from coal to 
oil and gas. 

2. Technological changes, as illustrated by the shift from steam 
locomotives to diesels by railroads. 

3. Relocation of industry for a wide variety of reasons, such as to 
decentralize operations, to take advantage of cheaper sources of power 
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or better or more efficient transportation as new highways are built 
and new waterways and other methods of transportation are de- 
veloped, a need for more spacious sites in less congested areas for mod- 
ern factories with adequate parking and loading facilities and room 
for further expansion, and relocation to take advantage of inducements 
such as tax exemptions and low-paid and unorganized labor. 

4. Depletion of natural resources, as has happened in some coal 
mining and lumbering communities. 

The factors which have caused the chronic labor surplus areas are 
part of our economic way of life. Profitability is really at the heart 
of this matter, and this is why the problem of the chronic labor sur- 
plus areas is such a difficult one to crack. On the one hand, we cer- 
tainly do not wish to discourage, or even decelerate, development and 
diffusion of industry. 

On the other hand, we want to make certain that these chronic labor 
surplus areas are not, in fact, a permanent characteristic of our econ- 
omy in the form of some kind of residue which our economy leaves 
behind as population and markets shift, as industries change their 
patterns as the result of technological change and so forth. 

Our failure to solve this problem to date is an indication of the 
fact that we have not developed the right techniques for dealing with 
this problem. What we shall undoubtedly have to do if we are seri- 
ous about effectively dealing with these chronic labor surplus areas 
is to help these communities develop, in most instances, a new eco- 
nomic purpose which these communities can serve, and then construct 
a program which assists the communities to reach specific economic 
objectives in keeping with its new purpose. 

The needs of these communities differ to some extent, depending on 
their location, their age, their industrial experience, and their size. 
But they all have the following needs in varying degrees: 

1. A new set of economic goals in terms of specific industrial op- 
portunities which can be developed in their areas. 

2. Physical redevelopment and the elimination of congestion and 
industrial slums. 

8. An additional or extra financial catalyst to facilitate the con- 
struction of modern industrial facilities at low cost and on favorable 
terms. 

4. The retaining and upgrading of skills of industrial workers. 

5. Outside assistance and support, particularly from the business 
community which might recognize real opportunities for industrial 
operations in these areas, as well as a recognition of the overriding 
business responsibilities involved in helping to eliminate these chronic 
labor surplus areas. ip: 

This approach in terms of resources and needs of these communities 
requires much more specific research than is available today. But I 
would like to stress that all of these communities possess some types of 
advantages which need to be developed to the optimum, and that they 
also have specific needs which require the use of a rifle rather than a 
shotgun. 

As for recommendations, the following appear to be worthy of con- 
sideration, and I would leave as a separate subject the question as to 
who can do these things best. Chronic labor surplus areas need the 
following: 
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1. A specific economic base study which evaluates the resources and 
shortcomings of each chronic labor surplus area, and establishes pro- 
grams for eliminating the underlying difficulties as well as develop- 
ing specific goals for the area in terms of industries which can make 
use of the area’s resources. These studies will require outside techni- 
- assistance and perhaps financial assistance as well. 

2. The development of a physical land-use plan which will fa- 
cilitate the attainment of the specific industrial opportunities which 
the economic base study reveals. This also will require outside tech- 
nical assistance and perhaps outside help to finance. 

3. The clearing of congested land and razing of obsolete struc- 
tures to open up choice sites now occupied by obsolete buildings and 
to modernize industrial land-use patterns. 

4. The retaining and upgrading of skills of industrial workers 
who, on the whole, have shown remarkably high abilities to adapt 
themselves to new jobs. 

». The creation of financial mechanisms to facilitate the construc- 
tion of modern industrial facilities and provide long-term credit 
and equity to small growing companies on whose future growth may 
depend the future employment opportunities which these communi- 
ties require. 

6. Outside interest and help from the business community in gen- 
eral. The business community must recognize its responsibilities in 
helping to rebuild and reenergize the chronic labor areas. Some 
progress has been made in this connection, by companies which have 
observed and understood the opportunities which exist for them in 
these areas which have lost employment opportunities but have re- 
tained their intense desire for industrial jobs. But much more needs 
to be done before the underlying assets of many of these chronic labor 
surplus areas becomes apparent to most of the business community. 
Too often these communities are re presented to be old, wornout, and 
uneconomic. If this is true in part, the uneconomic disadvantages 

can be removed and new locational advantages created by the steps 
which have been recommended. 

The existence of areas of chronic labor surplus was one of the rea- 
sons why CED in 1957 established an area development program 
which is concerned with “grassroots” economic problems. We have 
not as yet developed a specific program in the form of a policy state- 
ment dealing with areas of chronic labor surplus, but we are con- 
vinced at this juncture that the “economic base” approach to the 
problems of these communities is the only sound approach which 
strives toward a permanent solution. 

That is the end of the statement, gentlemen. As Mr. Stein pointed 
out we will be happy to answer questions you might have. 

Mr. Brown (presiding). Gentlemen, your group has considerable 
economic knowledge. In your opinion, when the April employment 
figures are released about M: ay 10, what do you think the unemploy- 
ment figures for April will show ? 

Mr. Sretn. Well, of course, Mr. Chairman, that is really an im- 
possible question to answer until the figures are in. We have a re- 
cent statement by Secretary Mitchell, who is much closer to these 
figures than anyone else, probably, in which he expressed the opinion 
that the unemployment figures for April would be about the same as 
those for March. Since April is a month in which unemployment 
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usually declines, this would indicate, in my opinion, an increase in 
unemployment after allowance for the seasonal factors. 

Mr. Brown. I think your economic analysis is good. 

You stress the need to take corrective action to fight the current 
economic slump. 

On the very first page of your statement it puzzles me a little bit 
by saying, 

The recession has by no meats reached alarming proportions. 


Does this mean that you do not regard more than 5 million un- 
employed as an alarming state of aff: uirs 4 

Mr. Srern. We regard it as a serious state of affairs. We regard 
it as a state of affairs which is within the province of fairly ‘well 
understood and accepted policies of the Government to correct and 
prevent from further deterioration. 

Mr. Brown. What was done to stop the recession in former years? 
You state in two periods in former years we have had a recession. 

Mr. Stern. Well some actions were taken. In 1953-54 we had a 
policy of monetary ease such as we have now adopted. We had both 
in the 1948-49 and 1953-54 recessions considerable liberalization of 
housing credit legislation. But in general it is our feeling that the 
recovery from these two previous recessions proceeded fairly naturally 
and automatically from the economic situation and was not basically 
due to strong Government intervention. We feel this situation is more 
serious and is therefore more likely to require strong Government 
action than the two previous ones. 

Mr. Brown. You make no mention of unemployment and economic 
depression in the rural areas. Don’t you believe that this committee 
report should include a provision to help those areas ? 

Mr. Ryan. Well, basically we feel that the policies which we recom- 
mend here are equally applicable to the rural areas. That rural areas 
which may have sustained tremendous change because of the shifts 
that have taken place in the agricultural economy are also in the kind 
of position where they need the economic-base approach to determine 
the kinds of purposes which these communities can best serve. 

Mr. Brown. These communities have suffered for a long, long time, 
you know. 

Mr. Ryan. Yes, sir. 

Mr. Brown. Dr. Talle. 

Mr. Tauuie. Thank you, Mr. Chairman. 

I appreciate the statement of Mr. Neal which has been read by you 
two gentlemen and I welcome you to our meeting this morning. 

The Joint Economic Committee was set up under the act passed 
in 1946 known as the Reorganization Act. Now, under that act, the 
Joint Economic Committee was charged with the responsibility of 
carrying on a continuing study of employment, production and pur- 
chasing power. That act, however, is sometimes referred to as the Full 
Employment Act. 

Now, if it is called that, don’t you think, Mr. Stein, that we need to 
define what we mean by full employment? 

Mr. Srern. Well, I think, although as you say, the act is frequently 
referred to as the Full E mployment Act, it was a deliberate decision 
of the Congress at the time not to designate this as a Full Employment 
Act and not to include the words “full employment” in the legislation. 
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I remember there was considerable argument at the time about full 
employment. Full employment is a term that we in CED do not use 
because it is subject to so much misinterpretation. We use the term 

high employment.” I think the implication of your question is cor- 
rect that we ought to have further discussion and arrive at some 
national consensus of what we think is a satisfactory level of high 
employment. That is, what this goal is at which we are aiming should 
be defined more precisely than it has been defined heretofore. 

Mr. Tatxz. I agree with you, we should be more precise. I am not 

arguing for unemployment, you understand, but I think that that 
term “full employment” has left the wrong impression with quite a 
few people. 
_ Those who work at forecasting—and there are some good scholars 
in the field—employ sometimes what they call the pattern method. 
The theory is that history repeats itself. Is that a reliable guide to 
follow, Mr. Stein ? 

Mr. Stern. I don’t think that it is a sufficient guide. While there 
will be certain similarities each situation is in some degree unique. 

Mr. Tatxe. That is right. I agree with you fully. 

It has been said rather often recently that there is something strange 
in this present situation because we have the forces of inflation operat- 
ing to drive prices up and we have a slowdown in economic activity, 
but there was some of that in the recession of 1948 and 1949. Some 
of it was present in 1953 and 1954. That is the sort of thing we 
should examine more carefully before we pass judgment. 

Is it not true that there is a pretty long lag, say, between changes 
in wholesale prices and retail prices? Retailers are numerous and 
located often in sequestered places. The tendency of retail merchants 
not to mark goods down is strong because they remember what they 
paid for the goods. New orders at lower costs are something else. 
Isn’t there a considerable lag between changes in wholesale prices and 
prices at retail ? 

Mr. Sretn. I think there is a lag and I think it has been character- 
istically true of recessions. I think the difference between this re- 
cession and the two previous ones is that in this recession agricultural 
prices and the prices of food are rising, which has a very large impact 
on the cost of living index whereas in the 1948-49 recession, farm 
prices were still falling rather sharply and in 1953-54 they were not 
rising but were falling. 

Mr. Taiz. Bad weather in the South affected the citrus prices this 
year. 

Mr. Srern. Yes, and there is effect on meat. 

Mr. Tauie. We are limited to 5 minutes and I would like in the 
rest of my time to take a careful look at inflation. We have figures 
for the year 1956 with reference to GNP—that is gross national prod- 
uct. These data show that the increase in gross national ‘trot ga in 
1956 above 1955 was roughly five and a half percent, but a little more 


than one-half of that increase was no increase in goods and services, 
but merely higher prices. That is inflation. 

Mr. Srern. Yes. 

Mr. Taiz. Let us turn to 1957. Last year. The figures show that 
while there was an increase in the dollar amount of the gross national 
product, four-fifths of the increase was not an increase in goods and 
services but just higher prices. 
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Would you say that gives us a very sharp w arning, Mr. Stein ? 

Mr. Srem. Yes; we have had inflation, and it is ; certainly one of 
our most serious problems, and in the long run probably the most 
serious economic problem facing the country. 

Mr. Tatxe. I appreciate the statement you have read. The Com- 
mittee on Economic Development has always been very helpful and 
you are helpful here this morning. I always feel that when you 
come forward with a statement, it is something to which I should give 
very careful thought because I know you have given very careful 
shouahe to what has been read here. 

I am very grateful for your statement and please express my good 
wishes to Mr. Neal, that he recover quickly and completely. 

Mr. Srey. Thank you. 

Mr. Brown (presiding). Mr. Multer— 

Mr. Muurer. How is your group organized ? It is a purely volun- 
tary group, is it not? 

Mr. Sretn. The committee consists of 150 businessmen and edu- 
cators, mainly businessmen, and it is financed by contributions mainly 
from businessmen. 

Mr. Murer. Who invites the various participants to join the com- 
mittee ? 

Mr. Srern. It is a self-perpetuating body. The board of trustees 
fills vacancies within its number. 

Mr. Murer. Has your committee given any attention to the various 
bills that we have here that we have been consideri ing on this side and 
that are being considered on the Senate side involving risk capital 
and the financing of small business ? 

Mr. Sretn. The committee has not. Our committee did issue a 
state ment back in 1947 on problems of small business in which I think 
we made one of the earliest proposals for the establishment of capital 
banks for the assistance of small business. The committee as a group 
has not studied the question since 1947. Mr. Neal has testified on 
this subject twice in the last year before a House committee and a 
Senate committee and has studied this matter, both in his CED 
capacity and previously at the Federal Reserve bank, but the com- 
mittee as such has not since 1947, 

Mr. Mutter. I am sure it would be very helpful to us if you could 
supply us with a supplemental statement on that subject. I think 


your Mr. Neal testified before the House Small Business Committee 
on the subjects. 


Mr. Srein. I think so. 

Mr. Murer. While this committee will no doubt get the recom- 
mendations of that committee I think it would be very helpful to the 
membership of this committee if it had a similar statement here. 

Mr. Stein. I am sure Mr. Neal would be happy to supply that. 

(The data requested above was not submitted prior to the printing 
of this record.) 

Mr. Mutter. I am very happy to note that unlike many of the 
business organizations, or organizations made up of businessmen of 
the country in talking about this very complicated and important 
subject, you have come forw ard with some constructive suggestion 
other than “Wait and see,” and your coleagues on your committee are 
to be congratulated for coming forw: ard with those suggestions. 
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Whether or not we agree with them is unimportant, at last you are 
urging we take some action and do something about it other than just 
mark time. 

You are to be complimented for that. 

I notice you indicate at the very end of the statement that, dealing 
with areas of chronic labor surplus, and I am quoting: 


, 


we are convinced at this juncture that the “economic base” approach to the 
problems of these communities is the only sound approach which strives toward 
a permanent solution. 

I think that takes into account the fact that these areas, to which the 

-called depresed area bills have been addresed, present something 
that has not been brought about by this current recession, but some- 
thing that was in being as far as 3, 4, or 5 years ago. I think that is 
something that helped ‘bri ing about this present depression because we 
did nothing but mark time with reference to those areas. 

Don’t you agree that that requires action; immediate action to do 
something to correct those situations’ If we have soft spots in var- 
ious parts of the country, if we don’t correct them, the softness will 
grow into other areas. 

Mr. Ryan. Well, I would agree that in large measure what happens 
in the economy is the sum of what h: appens in many communities 
through the country but I think also that these chronic labor surplus 
areas problems have to be approached in terms of the long pull. They 
have been many, many years developing as chronic labor surplus areas 
and their problems are not going to be solved overnight. 

The fact which I think we try to emphasize is that many of these 
communities, such as the former textile communities in New England, 
such as the former coal-mining regions in other States, have to find 
entirely new kinds of economic purposes which they can serve. 

Mr. Murer. Don’t you agree we should come up with some legisla- 
tion that will look toward solving those problems in those areas and 
that if we can do that we are going a long way toward curing one of 
the basic difficulties that brought about this recession ? 

Mr. Ryan. I would agree, sir, that these are problems about which 
things should be done. "a personally have the feeling that the quick 
shot-in-the-arm sort of remedy isn’t going to help these communities 
for the long pull. 

Mr. Mutter. Let’s examine that for a moment. If the quick shot- 
in-the-arm remedy is one which supplies something that is absolutely 
essential to the economy, either for a particular area or for the whole 
country, aren’t we doing permanent good for the country? If you 
mean by a “quick shot-in-the-arm” remedy, a make-work program to 
give people wages solely by making work, I agree with you, but if we 
are going to divert our money and energy toward bringing about the 
starting ‘and completion of projec ts that are absolutely essential either 
in a particular area or in the whole country, aren’t we moving toward 
a permanent cure‘ 

Mr. Ryan. My answer to that would be this, that it may well be 
in some of these communities, after a thorough analysis has been 
undertaken as to what kind of economic functions they can best serve, 
there will be the need for public facilities to achieve these objectives. 

Mr. Mutrer.. We are told there are communities in this country 
ready to go with plans which call for the expenditure of almost $700 
million in various places throughout the country. That is the aggre- 
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gate. About $700 million for the bringing about of construction and 
completion of community facilities: Hospitals, schools, water works, 
sewage disposal plants, things of that kind that the community needs 
and should not tr y to get along without. 

Don’t you think we go a long way toward helping the present situa- 
tion if we made the money available to those communities by low- 
interest bonds—and I am now talking about 2 percent bonds, on 50- 
year terms, as called for by some of the bills before us? 

If we made that kind of money available to these communities— 
it is 2 percent in my bill, it is 3 percent in the chairman’s bill. 

Don’t you think that cas go a long way toward helping this 
situation ? 

Mr. Ryan. Well, sir, my answer to that would be this, that many 
of these communities which have been affected by chronic labor sur- 
plus for a long period of time already have a highly a social 
capital in the form of water systems, sewage systems, educational 
facilities, et cetera. 

Mr. Mutter. I am referring to those communities that came in here 
and indicated to us they didn’t have the money and couldn’t get the 
money themselves. There is some $700 million worth of projects 
throughout the country which the communities and localities are not 
prepared to finance on their own. 

They ask for no grants. Of course, they would take them if we 
gave them to them, but most of them say “Make this money available 
to us on a low -interest, long-term basis, and we will do the job.” 

Mr. Sretn. I think one thing that would concern us or has con- 
cerned us about such proposals is the doubt that the speed with which 
such money would be expended and would actually produce employ- 
ment. Our previous study of such things has indicated that the time 
between action of Government and expenditure of funds is very long. 
I haven’t seen these $700 million worth of projects and I don’t know 
the time schedule, but it seems in considering such a proposal one 
ought to know how much will be spent in the next quarter, how much 
will be spent the quarter after, and so on. That is the only rational 
way in which one could decide whether this will actually contribute 
to curing the recession or whether it is likely merely to add to the total 
expenditure during a later period when we are not faced with a re- 
cession problem, but with an inflation problem. 

With regard to the advance of funds to States and localities, it in- 
volves a fairly major decision about the relations between the Federal 
Government and the localities which is likely to be a permanent deci- 
sion, once made, and it should not be made solely with reference to the 
short-term situation of recession. That is, we should decide: 

Is this the kind of relation between the Federal Government and the localities 
that we want to be a permanent feature of our system? 

If not, we ought not to adopt it as an antirecession measure because 
we have other things that can be done and the problem now is not to 
do everything, but to do enough. 

Mr. Brown. Mr. Betts. 

Mr. Berrs. As I understand in your remarks you noted stabiliza- 
tion in the agricultural field. There has been a $1,300 million in- 
crease in the farm income in the first quarter of 1956 over the 
corresponding quarter in 1957, 
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Don’t you think that that is a healthy sign in the overall economic 
situation ¢ 

Mr. Srern. Yes, I think on the whole it is helpful but, of course, 
it is $1.3 billion in a very big economy. 

Mr. Berrs. But it is an indication, don’t you think ? 

Mr. Stein. Yes. 

Mr. Berrs. Now, I gather that the burden of your presentation or 
your argument is that you would prefer a tax cut over public works 
programs, is that correct ¢ 

Mr. Srer. Yes, sir. 

Mr. Berrs. You have indicated you would favor a 20 percent in- 
terim tax reduction, is that correct ? 

Mr. Srern. Yes. 

Mr. Berrs. What have you to’say about reduction or elimination 
of excise taxes ¢ 

Mr. Sretn. I think it is important here to distinguish between 
those temporary measures that one would take to counteract a reces- 
sion and which one would expect to reverse, and permanent changes 
in our tax system. I do not believe most people talking about a cut 
in excises really intend it to be temporary and I think as a practical 
matter it would be very difficult to make them temporary. That 
being the case, it is our committee’s feeling that we are not now in a 
position per manently to reduce the share of excise taxes in the total 
Federal revenue system and, therefore, would be at least very wary 
about taking a step which is likely to have that permanent effect. 

Mr. Berrs. Isn’t it true that the m: jority of the excise taxes were 
of an emergency nature? A war-time measure / 

Mr. Srern. At their present rates, that is true, yes. 

Mr. Berrs. Then you would be in favor of reduci ing them to some 
extent, would you not? 

Mr. Srern. We are in favor of two things as permanent changes 
in the tax system. We would be in favor of reduci ing them on a per- 
manent basis as the revenue requirements permit. That is, if we 
should have a reduction of the Federal budget permanently or a re- 
duction in the need for taxes permanently, we would like to see some 
of these selective excise taxes reduced. 

Beyond that, and if that is not possible, we would like to see the 
system rationalized so that we don’t have very high rates on some 
things and low rates or no rates on other things. 

Our general feeling is that this is a part of the permanent reform 
of the Federal tax system and that we ought not to be taking half- 
way steps in this direction as part of an emergency recession program. 

Mr. Berrs. Didn’t I understand you to say a reduction of 20 per- 
cent in income taxes would not be inflationary if it did increase 
spending ? 

Mr. Srern. Yes. 

Mr. Betrs. As I understand it, isn’t that the purpose of all our 
proposals here to increase spending ? 

Mr. Stern. Yes. I was replying to the argument of some people 
who say a reduction in taxes will do no good because people won’t 
spend the money and on the other hand it “will be inflation: ary and I 
was only pointing out the logical inconsistency of that. If one be- 
lieves it won’t do any good because people won’t spend it, then it is 
very hard to support the argument that it would be inflationary. 
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We believe that people would spend it, that it would help restore 
the economy and that 1f we are prepared to reverse this action at the 
proper time when the economy gains high employment, that it will 
not be inflationary. That is, it will not be inflationary if it is tem- 
porary for the duration of the recession. It would be inflationary, 
we believe, if continued permanently. 

Mr. Berts. I am sorry, I didn’t catch it when you read it. 

Mr. Srern. Perhaps I didn’t make it clear. 

Mr. Brown. Mr. Patman. 

Mr. Parman. I hope Mr. Neal is not seriously ill. 

Mr. Srern. He is ill, but not seriously. 

Mr. Parman. Are you advocating a 20 percent across-the-board 
cut in taxes? 

Mr. Stern. Yes, sir. 

Mr. Patman. Why would you give a tax cut to people in the 
higher income brackets, why would you give it to them to increase 
purchasing power ? 

Mr. Srern. We believe that the income of people in all brackets is 
important for their spending, but our main reason for this particular 
form of tax cut was that we did not want to make—as I said in re- 
sponse to a question about excises—we did not want them to make a 
decision about the Federal tax structure which changes the balance 
of the distribution of the tax burden as part of an antirecession 
measure. We wanted a tax cut that we felt would not be 

Mr. Parman. I will not pursue that further. I have only 5 min- 
utes. I notice Mr. Robert B. Anderson is also one of your trustees. 

Mr. Srern. He is a trustee on leave while he is in the Government 
service. 

Mr. Parman. Do the members of the committee of trustees of the 
Committee on Economic Development represent your members? 

Mr. Srern. They are members. They are all the members we have. 

Mr. Parman. They are all listed here? 

Mr. Srern. Yes. We are not a membership organization. 

Mr. Parman. You have about 150 trustees, I notice. 

Mr. Srein. Yes. 

Mr. Parman. And they are all listed here as trustees. 

Mr. Stern. Yes. 

Mr. Parman. Do you think the Federal Reserve Board has gone 
far enough in liberalizing credit? 

Mr. Stern. I think I will have to express a personal opinion since 
the committee hasn’t discussed this in over 6 weeks, but I would say 
no. 

Mr. Patman. I agree with you there. Besides, I can’t understand 
why they have meetings of the Open Market Committee to decide 
what the Board should do. The Federal Reserve Open Market Com- 
mittee doesn’t seem to take any action, so that leaves it up to the Board 
to reduce reserve requirements, and use the discount rate, for whatever 
that is worth. 

Do you believe it would be better to buy Government bonds than 
to reduce the reserve requirements? 

Mr. Srern. Well, I am not sure that that makes a substantial dif- 
ference, but I think they ought to use the open market route, in addi- 
tion. As I say, I think this is a close argument, but my preference 
would be for use of both. 
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Mr. Parman. Now, in the CED, are you engaging in some monetary 
study, too ? , 

Mr. Srern. The CED is establishing a Committee on Money and 
Credit. : 

Mr. Parman. Do you have your staff ready and can you make public 
the names of your staff and also the people who will have charge of it? 

Mr. Srery. The Commission has not yet been selected and until the 
Commission has been selected, no staff will be selected. 

Mr. Parman. It hasn’t gone into operation yet, it hasn’t com- 
menced functioning ? 

Mr. Stern. No, it has not. 

Mr. Parman. Do you expect to have a full monetary investigation ? 

Mr. Stern. Oh, yes. 

Mr. Parman. I am glad somebody is doing it. Of course, Con- 
gress ought to do it, but Congress hasn’t gone into it in 40 years. And 
yet, during the depression in 1935 we m: 1ade some radical ch: inges 1n 
our banking laws that have materially affected our country ever 
since. . 

Mr. Srermy. We recommended there should be a governmental 
commission. 

Mr. Parman. I know you did and yet we have never gone into it. In 
fact, we did things purely for the emergency in 1935 which have 
remained on the statute books ever since. Take the coo against 
paying interest on demand deposits for example. I don’t think that 
when that provision was passed, it was ever considered to be a per- 
manent law. I am sure it should be repulsive to bankers as private 
enterprise people. It just does not make sense that people who be- 
lieve in the private enterprise system, as the bankers do, would stand 
for a law that makes it unlawful for them to do something that is 
morally right in every way; that is to pay interest on demand deposits. 
Yet, it has remained a part of the law since 1935. 

Another measure passed during the depression, even worse, I think, 
eliminated the need for eligible paper for discounts and advances 
from the Federal Reserve banks. Before 1932, the banks had to have 
a certain amount of eligible paper from farmers and businessmen, 
because they had to use that paper as collateral to get reserves from 
the Federal Reserve banks. But the 1932 act, as amended in 1933 and 
1935, changed the requirements for collateral and permits the mem- 
ber banks now to put up Government securities to get money. 

Don’t you think that was a fundamental change that should be 
carefully looked into ? 

Mr. Srery. I think both of these should be studied by the Commis- 
sion, and I would place them in somewhat different categories. I think 
the second of these was a great reform. 

Mr. Parman. Yes, sir. 

Well, I wish your Commission success in its study. Although your 
commission is not connected with the Government, evidently it will 
make careful and diligent studies, and make some reports that will be 
helpful to the Congress. I don’t look with favor generally upon 
agencies outside the Cc ongress, though, setting out to do the work of 
Congress. 

I think that was one great objection to the Hoover Commission, 
to the Cordiner Commission, and the Rockefeller Commission. In 
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other words, they are introducing programs for Congress to under- 
take, laying out the work of Congress. I think they ought to come 
before the Congress and testify before Members who « are elected by 
the people and then the Members can cross-examine them if they 
desire. I think that is the preferable way. But if we can’t get in- 
vestigations by Congress, certainly we will welcome any information 
we can get through “other investigations. I always do. 

Tamalw: ays s glad to listen to these groups, regardless of which Com- 
mission it is. I feel, however, the best way to make such studies is 
through congressional committees. 

Mr. Srern. I hope they will be helpful to you and I am sure the 
Commission would welcome any suggestions as to subjects it ought 
to study. 

Mr. Brown. Mr. Mumma. 

Mr. Mumma. I don’t know what I may be able to add to this subject, 
but you have 150 members of your committee, is that right ? 

Mr. Stern. Yes. 

Mr. Mumma. Do you think your conclusions represent the majority 
of opinion on that committee? What could you say to prove it? 

Mr. Srern. We have taken no poll of 150 members. I should ex- 
plain the means by which we operate. We have a research and policy 
committee which is composed of about 40 members selected from the 
board of trustees. 

Mr. Mumma. Do they vote on this subject, this talk that you have 
made here this morning ¢ 

Mr. Sretn. They have not voted on this talk. They issued a state- 
ment in 1954 called Defense Against Recession, which laid out in 
considerable detail the policies ‘that the committee—this group of 
40—thought should be followed in the event of recession. They dis- 
tinguished between moderate and more serious, and so forth, and tried 
to foresee the various possibilities. In February, the program com- 
mittee, which is a group of 8 selected in turn from "these 40, applied to 
the 1958 situ: ition, the principles and recommendations that had been 
laid down by the full committee in 1954, and the statement that I am 
presenting this morning is a statement of the views of those 8. 

Mr. Mumma. Well, there are two different lines of thought. You 
take a tax reduction. A lot of people in the country don’t believe in 
tax reduction. In fact, I was home over the weekend and the majority 
of the people who came to me said “Don’t give us a tax cut.” 

I really think that reduction in prices would tend to stimulate the 
buying that has been done in these cities. They have had this 
thought—“buying program.” I realize that prices are hard to reduce, 
now, because there are so many people organized. I see in today’s 
Wall Street Journal that the automobile unions are wanting to make 
some concessions. It hasn’t made much of a difference yet, but they 
are trying to get the motor company people to reduce their prices. 
That is my thought. 

Mr. Svern. Weare in no disagreement on that. The views that have 
been expressed here this morning are really the recommendations that 
our committee would address to the Federal Government. 

Our committee also in this statement addressed some recommenda- 
tion to business and labor and urged business to introduce new prod- 
ucts, to increase its efficiency, and to give the consumer better value for 
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his dollar as well as to sell his product more effectively, and we urged 
labor to cooperate in making that possible. That is, we do not think 
this is exclusively a problem for the Federal Government, but speak- 
ing to an agency of the Federal Government, I address myself to the 
things the Government might do. 

Mr. Mumma. We had witnesses here who seemed to take the view- 
point that the costs of labor didn’t have much to do with the making of 
prices. I certainly don’t agree with that. 

There is another factor that seems to enter into it along that same 
line. Do you think that some of these industries have priced them- 
selves out of the market? Martin Dies made a statement on the floor 
of the House several months ago with particular reference to the auto- 
mobile business. He doesn’t blame management alone or capital or 
labor, but the fact is, it is stagnant right tod: ay. 

Mr. Srern. I believe there are undoubtedly industries who could 
increase their sales if they could reduce their prices. Of course, as 
a general prescription for the economy, this has the diffic ulty that 
if prices are lower, then incomes are also lower. That is, incomes 
are earned in the process of producing and selling these produc ts, and 
we get no advantage. 

Mr. Mumma. Say they all go along with a 5 percent reduction. 
Don’t you believe that would be a ver y good situation ? 

Mr. Stern. Well, in the first place, this is a hypothetical question 
and I don’t see how anyone would implement such a recommendation. 

Mr. Mumma. “Implement” is a good word there. 

Mr. Sren. If we had a 5 percent reduction of all prices and cor- 
respondingly a 5 percent reduction in all incomes—that is, 5 percent 
reduction in wages and 5 percent reduction in profits—I think we 
would be back where we started from. 

Mr. Mumma. They couldn’t stick their money in their pocket to 
provide against that day, but with a price reduction on goods, ma- 
terials, and services, it would be that money they would have to 
spend and they would have to spend less of it. 

Mr. Srem. They couldn’t put it in their pockets, but it would 
come out of someone’s pockets. If you reduce the price of everything 
5 percent, then—— 

Mr. Mumma. That is true. I agree with you. It sort of becomes 
a complex situation. 

It seems to me that something should be done along that line. 

Mr. Sretn. We would like to see some prices come down, aside 
from the contribution that it would make to curing the recession, 
because of the contribution it would make toward avoiding the danger 
of permanent inflation. 

Mr. Mumma. Your memory may not take you back to 1920. I 
have been harping on this situation—this situation occurred in 1920. 
There was a big ad put in the New York and Philadelphia papers 
by John W: anamaker, it was one of those big blank spaces, and it 
simply said there, “E verything i in our store reduced 20 percent,” and 
that started a wonderful buying spree which was caught on to by 
other people and it spread across the c ountry. 

I guess something like that is impossible today because the cost 
of labor is sort of a fixed item in everything and wasn’t at that time. 
Not that it is all taken out on labor, but there is a certain slack in all 
this, whether it is capital, management, or whatever it might be. 
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Mr. Srern. We have had some similar things, not ~~ so dra- 
matic, as in the case of the appliances when fair tra yas given 
up by certain manufacturers. 1ere was quite a boom i their sales 
for a while. 

Mr. Mumma. Do you think the automobile business is one of the 
main factors in our economy today, after food ? 

Mr. Srern. I think the fact that automobile sales are down so 
much is certainly a major factor in our recession. 

Mr. Brown. Mr. Ashley. 

Mr. Asuey. Mr. Stein, in your statement you talk about a reduc- 
tion in interest rates resulting from a slackening in demand for credit 
and as a result of the reversal of the tight money policy pursued by 
the Federal Reserve and the Government Fl: ast year. 

How many times in recent months has the discount rate gone down, 
down offhand ? 

Mr. Stern. I think it has been reduced twice in recent months. All 
the banks didn’t go along simultaneously so it is a little hard to 
figure. 

“Mr. Asuiey. Roughly, what has been the amount by which the 
discount rate has been reduced in the past 6 months? 

Mr. Srery. I would guess it is down about three-quarters of 1 
percent. 

Mr. Tatie. There have been four reductions. 

Mr. Asuiry. Four reductions, and is Mr. Stein’s response correct 
when he says they total about three-quarters of 1 percent? It seems 
to me it is more than that. 

Mr. Taute. It is greater than that. 

Mr. Anperson. One and three- quarters. 

Mr. Tair. From 31% percent to 134 percent. 

Mr. Asutry. Using these figures, Mr. Stein, do you find that in- 
terest rates to the consumer have gone down commensurate with the 
reduction in interest rates—the reduction in the discount rate by the 
Federal Reserve ? 

Mr. Srey. On these figures the discount rate has gone down by a 
half. Of course, the interest rates to the consumer, to the borrower, 
have not gone down by that much. 

Mr. Asuiey. Why not? 

Mr. Srern. Well, there are several reasons. The interest rates on 
securities traded in markets—such as long-term bonds, et cetera— 
have gone down very substantially. The interest rates on consumer 
credit, or credit of businesses borrowing directly from banks or on 
mortgages have not gone down so muc ch. There is a considerable 
fixed cost in the costs, say, of handling a mortgage. The rate on a 
mortgage is 5 percent—— 

Mr. Asuiey. What do you mean in your statement or what is 
meant in the statement when it talks about a significant substantial 
reduction in interest rates? We haven’t found that in the Midwest, 
in the section of the country I come from. There is no such thing. 
If anybody wants to mortgage a home or to borrow money for a 
business, why he still pays 6 percent, even after these reductions in 
the discount rate, so this doesn’t mean a thing to me. 

I don’t know what effect it has had on our economy. You talk 
about the reversal in the tight-money policy having an effect on the 
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general economy, it may have had an effect on the bankers. They 
are the only ones that I can see are making any money from the 
lowering of the discount rate. 

Mr. Tarte. Mr. Ashley, will you yield to me for a minute? 

Mr. Asutery. Certainly. 

Mr. Tatxie. The rediscount rate has been cut in half, from 314 to 
134. Now, turning to the other rate which affects the customer 
borrower, that is called the primary rate. The reduction in that rate 
has been 1 percent. 

Mr. Sretn. I believe that is correct. 

Mr. Mutter. In the same 6 months when there were four reduc- 
tions by the Federal Reserve Board, they totaled approximately 
one-half of the maximum rate, from 314 to 134; during that same 
period the prime rate was reduced by some of the banks ‘for the first 
time this month, and then — by one-half percent from 41% to 4. 

Mr. Asutey. Certainly it is clear that the reversal of the tight- 
money policy hasn’t had a aeoian ant antirecessionary effect. Would 
you agree w ith that, Mr. Stein ? 

Mr. Stern. No, I wouldn’t. I think you have to consider in this 
problem both the rates and the availability of the credit. One thing 
that generally happens when money gets tight is that rates do not 
rise so fast but that many people are unable to borrow and when 
credit eases the rate does not fall so much, but money becomes easier 
to borrow. Money has certainly become easier to borrow. 

I believe also the rates on mortgages have declined. I don’t know 
about the area to which you are referring, but I am sure this is true 
in the East. The terms on which business can borrow in the open 
market, on bounds and commercial paper have become more favor- 
able. 

Mr. Asutry. Are you familiar with G. I. mortgages? 

Mr. Srer. I don’t follow them closely. 

Mr. Asuntey. There is no action on G. I.’s at all even at 3.75? 

Mr. Motrer. The FHA hasn’t reduced their rate. They are still 
at the high rate, too. 

Some mortgagees have announced that they will reduce their rate 
one-quarter of 1 percent. Others have announced this very week 
that they are going to stand firm and see what happens in the future 
before they cut their interest rate. 

Mr. Asutey. I have a final question: Your group appears to favor 
a tax cut rather than public works, on the theory that a tax cut would 
have a more immediate impact on our economy than public works 
construction programs. 

I wonder if your group favors the Community Facilities bill that 
this committee is considering along with others, ai this time? 

Mr. Srern. We have not studied the bill. 

Mr. Asutey. If it could be demonstrated that the time lag would 
be relatively short, just in a matter of months, between the enactment 
of a program of loans from the Federal Government to communities 
for the construction of public works, and the actual construction, or 
the inception of construction of those projects, do you think your 
group would be in favor of it ? 

Mr. Srern. I wouldn’t like to speak for them, but I think if that 
could be shown and it could also be shown that this program could 
be terminated when it was no longer needed to help fight the reces- 
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sion, I think the general principles we have enunciated would be 
favorable toward it. 

We have recommended, when strong measures are necessary, accel- 
eration of expenditure that can be sts arted within a few months and 
terminated within, say, 15 to 18 months. 

Mr. Brown. Mr. Chamberl: ain is recognized. 

Mr. Cuampertarn. Mr. Stein, I regret that I was not able to be 
here earlier when you were delivering your statement here. I have 
been noticing in your statement, howe ver, your recommendations for 
relief in these chronic labor surplus areas. I come from an automo- 
tive district where we have more automobile employees than in any 
other single district in the United States. And going through your 
recommendations, while they may be good, they may “apply in some 
respects to the problem in my district. Ours is basically one of auto- 
motive unemployment. For example, we have 20,000 automobile 
workers in Flint, Mich., that are unemployed, 14 percent or maybe 
15 percent of our total available labor force. 

I don’t feel that these recommendations are going to go to the 
problem that we have up in that area. 

I would like to ask if you have any specific suggestions for the 
automotive industry ? 

Mr. Srern. Our proposals were designed to produce, or help pro- 
duce, national recovery. We feel that there are some actions that 
can be taken by individual businesses that will help promote recovery 
in their own industries and that will contribute to the national re- 
covery, such as improved design of products, better selling, better 
pricing. 

We feel that the automobile industry like any other would benefit 
from the recovery of the national economy. 

Mr. Cuampertain. I agree with you there. 

Mr. Srery. But we did not make any recommendations specifically 
directed to the automobile industry. 

Mr. Cuamper.ain. Now, that being so, could I ask you if you have 
an opinion as to the effect or the desir ability or the effect of the repeal 
or reduction in the automotive excise tax on the automotive industry 
and the economy as a whole ? 

Mr. Stern. In answer to a previous question, I have said we did not 
include any reduction of excise taxes in the temporary antirecession 
tax program that we proposed becaue we were anxious that this should 
be confined to a simple cut, something that could be undone and which 
we would have a reasonable expectation of undoing. 

We did not feel that we are in a position perm: anently to reduce the 
total burden of excise taxes in the Federal tax structure and we feared 
that any reduction of excise taxes at this time would be very likely 
to be permanent. However, if there were assurance—however this 
could be given—that a cut of excise taxes could be temporary, I think 
that the committee’s objection would certainly be less strong. The 
committee would not take a position against doing these things, except 
that it wanted to emphasize something that it thought would be of 
major impact and which would have this reversible feature that it 
believes is so terribly import: unt. 

Mr. CHaMBertain. Then do I take it that your answer to my ques- 
tion—is this a fair statement, then, you believe if you are to reduce 
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taxes that it should just be in this one area—that is the income tax— 
and that no consideration should be given at the present time to 
adjusting any of the excise taxes ? 

Mr. Stern. We would not favor making a permanent change in our 
excise tax structure, at this time; we would, I believe, welcome con- 
sideration, or certainly favor consideration of a proposal with respect 
to excise taxes that has the possibility of being a temporary change 
designed to meet the recession only and not permanent, but it seems 
to me most people who are talking about reduction of excises have no 
real intention that they should be temporary. 

It seems politically difficult to make them temporary and therefore 
we were reluctant to have the country commit itself at this time to 
giving up a substantial amount of revenue which it would seriously 
need. 

Mr. CuHamperiarn. Then implicit in your statement is the feeling 
that you feel the excise-tax structure as it now exists is fair in all 
respects? Is that your feeling? 

Mr. Srern. No, we don’t feel that. 

Mr. CHAMBERLAIN. [f it isn’t fair, why is it unfair / 

Mr. Stern. We do not like the selective excise-tax system. We 
think it is discriminatory and bears much more heavily on some indus- 
tries than on others. We think there are a lot of unfairnesses in the 
tax system and the problem is how to eliminate them while maintain- 
ing the revenue that the Federal Government needs over the long run. 
We do not believe that as long as the total Federal revenue require- 
ments are as large as they now are—that is in periods of high employ- 
ment—we can afford to reduce the total share of excises in the Federal 
tax system. 

Mr. CHAMBERLAIN. Perhaps this is covered in your statement. I 
regret that I wasn’t here to listen to it, but what is the size of the tax 
cut that you would recommend, at the present time ? 

Mr. Srertn. Well, it is about $7 billion at the high employment in- 
come levels, or at present income levels. But an essential feature of 
our proposal is that this should automatically terminate March 31, 
1959. That is we are not recommending a permanent cut in Federal 
taxes, in any Federal tax. 

Mr. CHaMBERLAIN. Thank you. 

Mr. Brown. Mrs. Griffiths. 

Mrs. Grirrirus. Thank you, Mr. Chairman. 

I wasn’t here long enough to hear the statement, but for whom are 
you cutting the taxes? 

Mr. Srex. For all income taxpayers. 

Mrs. Grirrirus. You would cut them at the highest levels and cor- 
porate, too ? 

Mr. Stern. Just individual income taxes. 

Mrs. GrirFrrHs. Do you propose a percentage cut ? 

Mr. Srern. An equal percentage cut across the board, 20 percent 
across the board. 

Mrs. Grirritus. If the income is $1 million, you would give him a 
20 percent cut ? 

Mr. Stern. We would give him 20 percent of the tax. If the tax 
is $200,000, we would give him 20 percent of that. A person would 
get relieved in proportion to the tax that he pays. 

Mrs. Grirritus. Thank you. 
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Mr. Brown. Mr. Vanik. 

Mr. Vanrx. In your statement, you give strong emphasis to tax 
reduction to avoid loading the budget with programs that would 
later add to inflationary problems. ow do you get around the argu- 
ment that a tax cut itself is inflationary because it reduces Federal 
income and increases Federal borrowing and puts money out so that 
it can help : add to the price and wage spiral again ? 

Mr. Stern. Well, this whole question is a question 

Mr. Vani. How can you assume your tax cut will not have an 
inflationary effect? 

Mr. Srern. This is a question of how much and how long. We 
need some increase in the total expenditures now. 

Mr. Vanrk. Would it provide an increase in the total spending, 
in an area where the spending will take place? Would it help the 
great base of our consuming public which very quickly puts their 
income into purchasing and puts it into the millstream of production / 

Mr. Srei. It will help all taxpayers and it will go to taxpayers in 
proportion to—— 

Mr. Vanik. Will it help as much as if it were confined to the high 
consuming group ? 

Mr. Srey. I don’t know which is the high consuming group. 

Mr. Vanrx. Let’s say we increase exemptions to a realistic level. 
I can’t take care of my dependents on $600 a year and I am sure you 

van’t. If we were to increase exemptions, w ouldn’ t that have a gre: ater 
effect of putting the purchasing power where it is going to do a great 
deal of good and spread it out “along the income base of family life? 
The f: umily willspend. We know that. The high income group may 
not. How do you get around that? 

Mr. Sretw. These high income people also have families. I don’t 
know in what category you would put them, but I think the proportion 
of the additional income that would be spent by different income 
levels is very uncertain. There have been various attempts to estimate 
this—never in the particular situation that we are now proposing it, 
of a temporary addition to income. There have been suggestions that 
people who nak get a fairly large tax relief would respond more 
quickly in their expenditures, that they would go out and buy durable 
goods or make a downpayment on a house, than those who get the 
smaller amounts. 

Mr. Vantx. Those people with the smaller incomes buy refrigera- 
tors and automobiles and put it right back into production. 

Mr. Stern. I think that everybody would buy something. 

Mr. Vv ANIK. Do you think this across-the-board plan has more sub- 
stance than a plan that would increase exemptions and provide higher 
consuming power on the part of a great many families of America ? 

Mr. STEIN. We are not maintaining that you get the most expendi- 
ture per dollar of tax cut by the proposal we have advanced. We are 
maintaining that this proposal has the advantage of not altering the 
distribution of the tax burden among taxpayers and that for that 
reason it should be easy to get quickly adopted and at least possible 
to get undone. 

I would, myself, be very skeptical of the possibility of undoing an 
increase in exemptions if it were given and I don’t think we are per- 
manently in a position to give an ingrease in exemption with the 
reduction in revenues that that would enfail. 
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Mr. Vanik. Do you have any estimate as to the undistributed in- 
come held in reserve by the American corporations and by the pro- 
poeeerrere throughout the country, waiting for just this kind of a 
tax bonanza so they: can pour it out. 

Mr. Stern. We are not proposing a tax cut for corporations. 

Mr. Vanik. That could happen within the span of a 1-year pro- 
posal like this. The flood gates could be opened and reserves of 
undistributed income could be just turned out and flowed out so they 
could get out through this open tax gate while the chance eereatthed. 
Have you any idea what such a flow might involve and how many 
dollars might escape the national Treasury ? 

Mr. Stern. We are not opening a national tax gate. 

Mr. Vanik. You are recommending a 20 percent cut for 1 year. 

Mr. Stern. On income earned, not on spending. 

Mr. Vantk. It would apply to dividend income that has been 
accumulated. 

Now, I have been reading corporation reports. Some of the big 
steel companies are deeply concerned about the using up of all their 
depreciation. They say that in 1960 they will have greater income, 
even with reduced sales because depreciation is going to be used up 
and these accumulations of income will have to find their w ay out. 

Now, what would preclude that sort of thing from happening? 
In other words, with this 20 percent in 1 year cut, these reserves of 
undistributed income could find their way out and be distributed to 
the stockholders and thereby escape the tax collector. 

Mr. Stern. This vast reserve of undistributed income exists in the 
form of plant and equipment. 

Mr. VantK. It also exists in the form of holdings. Eyery corpora- 
tion in America is a holding company now. It holds diversified stocks 
and investments in the whole field of Ameri ican investment so it isn’t 
all plant and buildings, it is collateral, it is documents that are an 
evidence of an owne rship or an equity in something else. Now, how 
about that? Wouldn’t that open the flood gates for a 1- -year spread 
and pour all this income out to dodge the tax collector? What con- 
trols would we have over this kind of situation ? 

Mr. Stern. This might induce corporations to pay higher dividends 
during this period. 

Mr. Vantk. Why, naturally. 

Mr. Stern. I don’t believe this is a large amount. 

Mr. VanrK. They would pay div idends that would probably be 
unrelated to this year’s earnings, too; wouldn’t they ? 

Wouldn’t that happen? It would be an inflated dividend having 
no relationship to this year’s earnings. 

Mr. Sretn. You are assuming that the corporations have large 
amounts of liquid assets unrelated to the needs of their business which 
seems to me an unreasonable assumption. 

Mr. Vanix. I didn’t say that. I didn’t say unrelated to the needs 
of their business. I said undistributed. 

Mr. Stern. If these assets are needed for the conduct of their busi- 
ness they « can’t be distributed as dividends. 

Mr. Brown (presiding). Mr. Coad is recognized. 

Mr. Coan. I appreciate very much your coming before the com- 
mittee, Mr. Stein. I am sorry I wasn’t here to hear your statement, 
but I have a copy and I assure you I will give it my attention. 
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In the pamphlet, “Anti-Recession Policy for 1958,” which was put 
out by your committee under the date of March 1958, I notice on 
age 9 you have an item on the present position of the economy. 
here is a section, at the bottom of page 11 and over to 12, making 
a comparison of the present recession and that of 1948-49, and 1953-54. 

Mr. Stern. Yes. 

Mr. Coan. In other words, you do say we are in a recession. 

Mr. Stern. Oh, yes. 

Mr. Coap. And you have taken these pages in this document here 
to point out the present position of the economy as that of an economy 
of recession. 

Mr. Stern. Yes. 

Mr. Coan. What was the position of your committee 8 or 9 months 
ago? What did you say was then the picture of our economy? Or 
a year ago ¢ 

Mr. Sretn. We didn’t feel called upon to say. We were not in a 
recession then but in a situation of inflation. Our problem then was 
inflation. 

Mr. Coap. What was the solution to the problem of inflation that 
you felt existed at that time? 

Mr. Srein. We didn’t issue any statements on the subject. We 
have been at work on a statement about the long-run problem of 
inflation which we expect to issue in 2 months because we feel this 
is still a long-run basic problem of the economy. Our general posi- 
tion is that the economy goes through fluctuations, including some 
periods of inflation in which the actions are pretty much the con- 
verse of what we recommend for recession. We recommended restraint 
on Government expenditures; we recommended Government surplus, 
the tight-money policy, in a period of inflation. 

Just as we recommend easy money, the reduction of taxes in a 
serious recession, some increase in Government expenditures and 
acceptance of a fairly large Federal deficit. These things are our 
parallel policies. 

Mr. Coap. What was your position in regard to inflation concerning 
the private expenditure of money—buying goods and commodities? 

Mr. Srern. Our position was that it was the function of the mone- 
tary authorities, by maintaining a position of credit tightness, to 
restrain expenditures, private expenditures; that it is a function of 
the Federal Government by keeping its taxes up to restrain private 
expenditures in time of inflation. 

Mr. Coap. You were in agreement then with the general admin- 
istration policy of the constricture of spending money on the part of 
all people ¢ 

Mr. Srein. Yes. 

Mr. Coap. Didn’t you believe that perhaps the reduction in spending 
could contribute to unemployment ? 

Mr. Stern. Well, again, this is a question of how much and when. 
The essence of this whole problem is a matter of timing, flexibility, 
and amount, and certainly if pursued too vigorously and too long, 
the anti-inflation measures would cause recession, just as if pursued 
too vigorously—— 

Mr. Coan. Is that what happened ? 

Mr. Stern. I don’t think so. 
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Mr. Coap. Well, we are in a recession. How do you say we got 
here ¢ 

Mr. Stern. I don’t think we got here because we restrained the boom 
too hard. 

Mr. Coapv. Do you mean the boom is still going on? 

Mr. Sretn. No, I think the boom came to an end, as booms have 
throughout history, more or less regardless, or at least without having 
been caused by the Federal action. 

We have no experience of a boom that did not come to an end and 
that was another one. 

Mr. Coap. The policies that you promoted, did they stop inflation ? 

Mr. Srern. I believe they curbed it. 

Mr. Coap. Even when we had a seven-tenths of 1 percent rise in 
the index this last month in the cost of living, and you stopped 
inflation. 

Mr. Srern. I didn’t say we stopped inflation. Obviously the infla- 
tion went on. 

Mr. Coap. Your term was “curbed” inflation. We will use that. 
Do you mean inflation has been curbed by your policies / 

Mr. Srer. Our policies are not anti-inflationary policies at this 
moment, or at the moment when the price index went up seven-tenths 
of a percent. I believe during the period 1955-57 when we were 
supporting antiinflationary policies that they had the effect of restrain- 
ing inflation. I believe it would have been much worse, much bigger, 
if the Federal Reserve had not restrained credit, if we had not achieved 
surpluses and cash budgets. 

Mr. Coan. It looks to me as if you are vacillating between fighting 
inflation and fighting a recession and you are using the same measures 
for both, neither of which work. 

Mr. Srery. I think, sir, that that is the fact of life that must be 
faced in managing an economy—that the policies must be flexible, 
sometimes fighting inflation, sometimes fighting recession. We have 
these alternations in the state of our economy and the policy must 
vary appropriately. 

Mr. Coap. In your opinion, who sets the interest rates in this 
country ? 

Mr. Srern. The interest rates are set in the market. The market 
is undoubtedly influenced by the operation of the Federal Reserve 
System but the Federal Reserve does not set them. They are set by 
borrowers and lenders at rates that clear the market. 

Mr. Coap. When the interest rates were going up a year ago, they 
were set by the Federal Reserve, were they not, and the banks then 
would follow and raise their interest rates. How can you say it is 
a supply and demand situation when that happened. It is an actual 
concrete happening. It is not just a guess. 

Mr. Srern. It is a supply and demand situation with the Federal 
Reserve influencing the supply. The Federal Reserve influences the 
supply of credit and that has an effect on interest rates. 

Mr. Coap. Well, how come then the banks have not come down now 
that the Federal Reserve Board has lowered it ? 

Mr. Srern. Well, banks have come down to some extent. Credit has 
become more readily available at the existing rates. There are certain 
lags in the system. The system does not operate with complete flexi- 
bility in either direction. 
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Mr. Brown. Mr. Anderson 

Mr. ANnperson. Mr. Stein, I am sure I disagree with many of the 
things that you are presenting as your recommendations. My opinion 
of your recommendations is “somewhat lessened by your support of 
the high interest, tight-money policy, at the same time as you discount 
the influence of administered prices, and by your failure to make any 
recommendations for a better apportionment of the income tax. I 
must say though, that you have provided a good deal of information 
to our committee. I particularly appreciated the comparative graphs 
which you have prepared for this committee. 

I would ask, Mr. Chairman, if these graphs have not been made a 
matter of these hearings, that they be entered in our hearings at this 
point. 

Mr. Brown (presiding). They will appear in the record. 

(The charts referred to are as follows :) 
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Mr. Anperson. In order to keep the record clear I will refer to 
Dr. Talle’s statement. The gentleman from Iowa, I believe, stated 
that inflation was taking place during the 1949 recession. I would re- 
fer the gentleman from Iowa to the seventh in this series of charts 
which indicates very clearly that although there may be isolated ex- 
amples of inflation in the 1949 recession, that there was a continuous 
down trend in the Consumer Price Index, which is the measure of the 
degree of inflation, and that up until a period in 1950 around the time 
of the Korean conflict, that the Consumer Price Index never even ap- 
proached the position at which it started in 1949’s recession. 

Now, Mr. Stein, on page 6 you state, and I agree with you, that it 
would be unwise to risk, by doing nothing, the possibility that the re- 
cession will develop into a cumulative spiral from which it would be 
difficult. to extricate ourselves. 

In other words, would you agree that we must act now to prevent 
the recession from feeding on itself and becoming a sort of cumulative 
cannibalism ¢ 

Mr. Srern. Our position is if the figures for April show a decline, 
unless something appears that we do not now see which provides un- 
mistakable evidence of recovery, strong action should be taken, and 
we would recommend that preparation for this action be begun now. 
For example, if the Ways and Means Committee were to start holding 
hearings on a tax cut tomorrow, I am sure we would know all the 
figures for April before they had concluded their hearings and they 
would take those into account in making any decision. 

Mr. Anperson. I would judge, then, you are not going to continue 
to procrastinate as the administration has done in asking us to take the 
March figures, and then when the March figures are unfavorable, come 
in April and tell us to wait another month. 

Mr. Srer. No. 

Mr. Anperson. Mr. Stein, I notice in a recent issue of the Wall 
Street Journal that steel production has reached a 9-year low, for 
a nonstrike period, with the mills operating at 47.6 percent of capacity, 
and I believe in last night’s paper I noticed they had gone down 
another half a percent. 

We were told by the administration that by this time, this spring, 
the economy would begin to show an upturn. 

Do you think the President is getting proper economic advice or are 
the views of his economic advisers being drowned out by the “see no 
evil,” “Pollyanna” politicians in the White House? 

Mr. Srern. I couldn’t comment on that. 

Mr. AnpEerson. You couldn’t answer “Yes” or “No,” I presume. 

Mr. Srern. I really don’t know what kind of advice he is getting. 

Mr. Anperson. But you don’t agree that we should continue to sit 
and wait in the hope that we will find prosperity around the corner. 

Mr. Srermn. I think there is great danger in what has been called 
wishful waiting. 

Mr. Anprerson. I think that is a good enough answer. Thank you. 

Mr. Parman (presiding). Have you finished, General ? 

Mr. Anprerson. Yes, Mr. Chairman. 

Mr. Parman (presiding). Mr Breeding—— 

Mr. Breeptne. Mr. Stein, as you remarked, your wish was for a 


20-percent tax cut across the board. Would this not create excessive 


inflation again ? 
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Mr. Stern. We certainly don’t think so. With the condition which 
we attach to it, that this be enacted to expire automatically on March 
31, 1959; that in the event of very rapid upturn which would create a 
problem of inflation, the President might recommend in his economic 
report next January that the tax cut be terminated earlier than March 
31, 1959, and with the Federal Reserve in a very vigilant posture ready 
to reverse its easy money policy if the economy should begin to recover 
very rapidly, we think that this recommendation would not cause 
inflation. 

Of course, it is clear that the kind of steps you take to correct a 
recession are the kinds of steps which if pursued too far, too long, on 
too large a scale, would be inflationary. It is precisely what we have 
todo: Take these steps in a degree and of a kind that would not be in- 
flationary. Like any other medicine, taken in an overdose it is harm- 
ful. The proper amount at the proper time we think it is beneficial. 

Mr. Breepinc. On page 6 of your statement you say that major 
reliance should be placed on tax reduction to stop the recession. 

Now, some economists argue that instead of reducing taxes, we 
should use this opportunity of the unuse ae manpower and materials to 
build the schools and hospitals and so forth that we have delayed 
building for so long because of war, or inflation. 

What would your views be on that? 

Mr. Sretn. We have two points to make about this. First we do 
not think that such programs can come into effect quickly enough to 
give us the kind of recovery we would like to see. Estimates which 
I have seen about the expanded highway program illustrate this. 
There are estimates that the total expenditures under the expanded 
highway program would be in the neighborhood of $300 million in 
the next fiscal year—1959—that there would be almost $1 billion in 
fiscal 1960, by which time we certainly hope we will be out of the re- 
cession, and more than $1 billion in fiscal 1961 and if we are not out 
of the recesison by then we are certainly in bad shape. This looks 
like a program that does very little about the recession and creates 
great danger of inflation in ‘the future. That is our general fear 
about going into such a large construction program. 

The second point we would make is that we feel a decision about 
the proper role of the Federal Government with respect to construc- 
tion of schools or construction of hospitals are permanent, long-run 
decisions. Once we make them we are going to live with them for a 
long time and we shouldn’t make them as devices to deal with an 
emergency which we hope will be temporary. If the Congress feels 
that the Federal Government should permanently be in the business of 
building schools, that is a decision which it should make in the light 
of a long-term outlook for the American economy and society and 
not as a means of dealing with what we hope is a 9, 12, 15 months’ 
situation. 

Mr. Breeprne. I notice in your testimony you mention the fact 
that farming has an upturn. And also that the price of food to the 
consumer was higher. Realizing that agricultural income is down 20 
percent and the costs of operation are up 25 percent, who is respon- 
sible for that difference? What brought it about ? 

Mr. Srern. I think what brought about the problem in farming is 
the combination of two facts. First that productivity in agriculture 
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has been growing very rapidly so that the output of our existing num- 
ber of farms rises very rapidly year by year and that the dem: ind for 
agricultural products does not rise very rapidly since when people 
have additional income as the “y have they do not spend a very large 
proportion of it on additional agricultural products. So this is a 
problem I think which is created by two economic facts and may 
have been aggravated by erroneous policies going back a long time 
but I think ‘the basic underlying factors are simple economic ones, 

Mr. Brerpinc. The increased cost of food to the consumer, certainly 
very little of it has been getting into the pockets of the producer. Do 
you agree with that 4 

Mr. Srem. I am not a close student of these matters. I believe 
prices received by farmers have risen and have risen relative to prices 
paid by farmers as the so-called parity ratio has risen and the farm 
incomes have risen. 

Mr. Breepine. One more question. I would like to point out that 
back in 1946, 1947, and 1948, when wheat was normally around $2.25 
a bushel you could buy a loaf of bread for 14 cents or 15 cents. To- 
day, wheat is less than that, around $2 a bushel. A loaf of bread is 
25 cents. That is part of the reason for my discussion. I was in- 
terested in knowing who was responsible for the situation. 

Mr. STEIN. Obviously a lot goes into a loaf of bread besides bread. 

Mr. Mumma. Do you ever find out how much money the man de- 
livering bread gets / 

Mr. Parman. The time has expired and the House is in session. 

Without objection we will stand in recess until 10 o'clock in the 
morning, at which time Mr. Walter Reuther will be the witness. 

Mr. Coan. Mr. Chairman, may | be recognized ¢ 

Mr. Parman. Mr. Coad 

Mr. Coan. A bit ago in your exchange with Mr. Vanik you made the 
statement in your proposed tax cut that you didn’t want to create any 
imbalance in a tax cut. Therefore, 20 percent to everybody was your 
proposal. Is that correct? Did I understand it right / 

Mr. Stein. Yes, sir. 

Mr. Coap. Wouldn't it also be fair and keep everything equal if we, 
as Mr. Vanik alluded to or at least suggested, if we gave everyone so 
much additional deduction—say $100 or $200 per person, per family ? 
Why wouldn’t that be fair? 

Mr. Stern. Our conception of fairness—and this is something upon 
which people differ, is that the proportion of the total income tax paid 
by each income group should remain constant. If people with in- 
comes over $10,000 now pay 50 percent of the total Federal tax, they 
would continue to pay 50 percent. 

Mr. Coan. Would they under your proposal, however ? 

Mr. Stein. Yes, they would. 

Mrs. Grirrirus. Mr. Chairman, may | ask a question ? 

Mr. Parman (presiding). Mrs. Gr iffiths 

Mrs. Grirrirus. Since Mr. Reuther is going to be a witness before 
this committee tomorrow, I would like to ask this: The other day 
the UAW made a proposal to the automotive companies in Detroit 
suggesting that the automotive companies make a meaningful reduc- 
tion in prices and that they, the labor unions and the automotive com 
panies, ask an excise tax reduction. 











486 LEGISLATION TO RELIEVE UNEMPLOYMENT 


In your judgment if this were done, if there really were a meaning- 
ful price reduction in autos and an excise tax reduction, do you feel 
that it would aid in the present situation ? 

Mr. Srery. I suppose “meaningful” by definition means one that 
would increase sales. 

Mrs. Grirrirus. Yes, one that would increase sales. 

Mr. Sretn. I feel that an excise tax cut, while I have given vari- 
ous reasons for not supporting it, just as a matter of objective fact, 
1 think an excise tax cut would be helpful. Whether or not the auto- 
mobile companies are in a position to make a reduction beyond that 
is a matter of their costs and demand situation which I am not suffi- 
ciently familiar with to answer. 

Mrs. Grirrirus. But if sales were increased in autos, do you agree 
that it would be a really valuable thing to the economy ¢ 

Mr. Sretn. Yes. Yes, I think an increase in automobile sales 
would be very helpful if it were brought about, of course, by some 
means that didn’t reduce sales of other things, but I assume that is 
what we are talking about. 

Mrs. Grirrirus. I believe that Mr. Curtice, testifying before the 
Senate committee, pointed out that he felt that the price didn’t have 
much effect on the sale of a car, or anything else for that matter, 
that there were so many other factors. Would you care to comment 
on that ? 

Mr. Stern. There have been various attempts to estimate the effect 
of a change in the price of automobiles upon the sales of automobiles. 
I didn’t hear Mr. Curtice’s testimony. I did hear part of Mr. Ynte- 
ma’s, speaking for the Ford Motor Co. He gave some evidence about 
what is called the elasticity of demand, and what percentage change 
in sales you get with a given percentage change in price. He cert: ainly 
didn’t say it was zero. He maintained it was not as large as some 
other people thought it was. I don’t believe the automobile people 
would say the effect is zero. I wouldn’t be prepared to say myself 
quantitatively how much it is. 

Mrs. GrirFIrus. May I ask you at what point you think, if the 
automotive companies are left to their own devices, they would reduce 
prices voluntarily? Where do you think it would be good economics 
to reduce prices? At what point ? 

Mr. Srern. I think if they had a reduction in costs and saw the 
prospect that an increase in prices would give them a substantial 
increase in sales. I think they are in the business of selling automo- 
biles and I think they are interested in selling more if they can. I 
wouldn’t substitute my judgment for theirs, about how they can sell 
more automobiles, but I must say that I feel this line of discussion 
as a remedy for the recession is really a will-o’-the-wisp. Here are 
certain things that we know we can do, we can do them on a large 
scale and we gnow the direction of their effect; such as the tax cut. 
I think we delude ourselves by talking about things that we can’t do 
and the effect of which is very uncertain. 

Mrs. Grirrirnus. Of course, the theory of economics has been built 
up on the idea that once you have people out of work and no demand 
that prices went down. Now, that hasn’t happened this time and, of 
course, the real answer is if there is no demand, you simply cut off 
your production, isn’t that right ? 
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Mr. Sretn. I say this was a theory of economics up to about 1935. 

Mrs. Grirrirus. You had prices going down and you had a produc- 
tion that you couldn’t control. W hen there was no monopoly, when 
there were farmers with grain in the field and the sun and wind took 
care of the problem. 

Mr. Sretn. We learned also when prices went down people had less 
money and couldn’t buy the things, and when they saw them go down 
they didn’t buy them because they hoped they would go down more. 
So ‘the idea of the general price reduction as a remedy for general 
recession I think does not have strong support in economic literature 
at the present time. 

Mrs. Grirrirus. Do you agree with Mr. Reynolds of Reynolds 
Metal, “We are not going to reduce prices now for fear they will cut 
our volume because people won't buy if we start to reduce the prices” / 
Is that what you are saying / 

Mr. Srem. I think the problem of prices is really a case-by-case 
problem. 

Mrs. Grirrirus. But it has no relation whatsoever to supply, does 
it? 

Mr. Stern. To supply ? 

Mrs. Grirrirus. There is no such thing any more. Supply and de- 
mand have really very little effect on prices; is that right ? 

Mr. Sveti. No. 

Mr. Parman. Mr. Vanik. 

Mr. Vani. I didn’t see in your statement too much of an analysis 
of the causes of recession. In 1 or 2 sentences could you give us your 
idea about what brought this on, in the opinion of you and your 
organization ¢ 

Mr. Srern. I would give my opinion and not that of the organiza- 
tion. 

Mr. Vani. Is it important to know the causes so that we might 
find the cures in the causes / 

Mr. Srey. I think it is helpful but not indispensable. We know 
in a general way the cause is that we don’t have enough expendi- 
ture, and we don’t have enough demand for the product and we know 
how to increase that no matter what caused it. My opinion is that we 
had a very rapid rate of plant formation and plant and equipment 
expanding. These things can come in bunches and having reached 
a rather high level of capacity in relation to the normal ‘high em- 
ployment demand of the economy, this spurt tapers off. I think also 
consumers have acquired a large volume of durable goods. I think 
the cutback in military contracting in the second h: alf of 1957 he ‘Iped 
to set the exact time of the recession and I think these were the main 
ies 

Mr. Vanirx. But you yourself were proposing that these things be 
eut back. 

Mr. Srery. Surely, we were proposing that credit be tightened so 
that these expenditures would not go forward so fast, to reach such a 
high level which was unlikely to be sustainable. 

Mr. Vani. Your organization proposed tight money at a time 
when economy was already levelling itself off. At the very instant 
when the economy was leveling off, the tight- money policy ¢ came in 
and threw it for a downward spiral. Isn’t that the history? 

Mr. Srern. That is not our history. ; 
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Mr. Vanik. Isn't that the fact? I didn’t know that Mr. Humphrey 
was a member of your committee. 

Mr. Srerx. He was not a member of the committee while he was 
Secretary of the Treasury, or since, and our committee 

Mr. Vanrx. How does Mr. Ruml feel about this business of with- 
ering away Federal income by way of tax reductions? It would seem 
to me there might be given some serious thought to raising taxes 20 
percent next year. It might throw some income out that is now being 
held in reserve. What do you think about that idea? I am not sug- 
gesting it, but I would like to have your reaction to it. Wouldn't 
that have an interesting effect on your economy ¢ 

Mr. Srer. That may be necessary next year, but we are talking 
about this year’s recession. If the recession is not as bad next year, 
that may be a thing to consider. 

Mr. Parman. I think we should bring the hearing to a close. We 
shall meet tomorrow morning at 10 o’clock. 

(Whereupon, at 12:10 p. m., the committee adjourned until 10 
a.m., Wednesday, April 30, 1958. ) 
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WEDNESDAY, APRIL 30, 1958 


Housrt or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10 a. m., the Hon- 
orable Brent Spence, chairman, presiding. 

Present: Messrs. Spence, Brown, Patman, Multer, Addonizio, Bar- 
rett, Mrs. Sullivan, Mr. Reuss, Mrs. Griffiths, Messrs. Vanik, Ruther- 
ford, Coad, Anderson, Breeding, Talle, Widnall, Betts, Mumma, Me- 
Vey, Hiestand, Bass, Seely-Brown, Siler, Henderson, and Chamber- 
lain. 

The CuatrmMan. The committee will be in order. 

We have as our witness today President Walter Reuther of the 
United Auto Workers. He is a very able leader of a great segment of 
labor, a segment upon which many other segments of labor - depend. 
[ know a very serious problem has presented itself to him, and we will 
listen to him, I know, attentively, and I am quite confident his words 
will have weight with this committee. 

We are very glad to have you, Mr. Reuther. You may proceed as 
you desire. Youcan read your statement if you wish and then subject 
yourself to interrogation. 


STATEMENT OF WALTER P. REUTHER, PRESIDENT, UNITED AUTO 
WORKERS, ACCOMPANIED BY SAMUEL JACOBS, WASHINGTON 
REPRESENTATIVE 


Mr. Reurnuer. Thank yqu, Mr. Chairman. I appreciate your kind 
words, and I do appreciate the opportunity of appearing here. 

[ appear on behalf of 114 million wage earners of the UAW. I 
would like to say your committee is performing a distinct public serv- 
ice in holding these hearings dealing with the basic economic problems 
of the American people. 

I have a prepared statement which I would like to submit for the 
record and then I would like to testify orally if I might. 

The Cuairman. You may proceed as you please. Your prepared 
statement may go in the record. 

Mr. Revrner. My name is Walter P. Reuther. I am president of 
the International Union, United Automobile, Aircraft and Agricul- 
tural Implement Workers of America. On behalf of our union, I 
want to express my appreciation to the committee and its distinguished 
chairman for providing me the opportunity of expressing our views 
on the important matters under discussion by this committee. 
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As everyone knows, autoworkers and their families are among the 
first in our society to suffer during periods of economic downturn. 
Unemployment in the automotive industry has been rising at an alarm- 
ing rate. Production continues to decline. Huge plants lie idle while 
hundreds of thousands of automobile workers walk the streets, looking 
for work. 

The same Beer situation prevails in other industries as well— 
in steel, rubber, glass, textile, mining, electrical equipment and agri- 
cultural implement among others. Across the face of the Nation, more 
than 5 million Americans are out of work, with many millions more 
on sharply reduced earnings because of short workweeks. 

The recession we are now in and have been in for months can be 
well illustrated by the use of indexes and statistics. But it is impossi- 
ble to measure, on any chart or graph or by the use of any figures, the 
human hardship and suffering which is visited on these workers and 
their families. 

Unless the Government of the United States moves promptly and 
positively to end this recession, privation and despair will spread to 
additional millions of our people, our economy will suffer further 
injury and the ability of the free world to meet the challenge of inter- 
national communism will be further impaired. 

We in the UAW believe this committee is doing the American peo- 
ple a vital service in these hearings on the 1958 recession, and in at- 
tempting to legislate against a repetition of such future disasters. 
But we also feel it is tragic that such hearings as these are necessary. 
As a nation, we should have been stirred to action when the first signs 
of recession became visible many months ago. We in the UAW feel 
there should have been presented to Congress and the American peo- 
ple at that time a program of action to meet the economic challenges 
confronting the United States and, indeed, the free world. 

Instead, the American people have been given breezy assurances. 
We received “chins-up” speeches about the recession, about our inter- 
national position, about an economic upturn in March—then in 
April—now in May or June or perhaps even in the fourth quarter— 
hopefully before the polls open in November. In short, we have been 
given everything but leadership, planning, and action. 

It’s true that ~ Congress has acted—on highways and public works 
programs, and that these programs will produce jobs in a matter of 
months. But on the two items which should receive top priority (1) 
an increase in the amount and duration of unemployment compensa- 
tion benefits, and (2) tax cuts for low- and middle-income families, 
plus a termination of excise taxes on cars and trucks, washing ma- 
chines, and other consumer goods—Congress has still not acted. 

We are told that the country lacks confidence. We are told also the 
recession is essentially psychological. Yet what greater blow could 
be struck for a restoration of confidence than the injection of billions 
of high-velocity purchasing power dollars into the economic stream. 


THE COST OF THIS RECESSION 


The state of our economy already provides all the reason we need 
for positive, prompt action. There is an abundance of statistics to 
prove the point. In March, 1 of every 5 construction workers was out 
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of a job, 1 of every 3 autoworkers was out of a job, 1 of every 8 work- 
ers in railroads, steel, and mining was out of a job. 

While approximately 14 percent of the workers covered by unem- 
ployment compensation in the largely agricultural State of Maine were 
unemployed during the week ended March 29, almost the same thing 
was true in the big industrialized State of Michigan, where the figure 
was 13.8 percent. In West Virginia it was 12.8 percent. In Kentucky 
and Montana it was 12.7 percent. In large States as well as small, the 
unemployment figures are at the astounding level of 10 or more per- 
cent of the workers covered by unemployment insurance. 

Official Government figures show our gross national product run- 
ning at a rate of $15 billion below 1957. When one considers the 
growth that should have taken place since 1953, the loss in production 
this year, if the present rate is continued for the rest of 1958, will total 
$55 billion. If the recession deepens, of course, the loss will increase 
even more. 

Many persons who can look without dismay at this preventable 
economic disaster express great shock when it is suggested that we 
expend $1 billion or $2 billion on programs to raise living standards 
at home and abroad, strengthen and improve our economic system 
and increase immeasurably our chances of survival. 

While we wait, the recession worsens, feeding on itself. 

Unemployment in March of this year was already greater than at 
any time in the 1949 or 1954 recessions without visible prospect for 
early improvement. 

In February 1958, Fortune magazine said: “All in all, the chances 
are that unemployment will be greater 1 year hence than it is now.” 

Industrial production has already fallen more than in either of the 
two previous postwar recessions. It continues to fall. 

New orders placed with manufacturers, an important indicator of 
future activity, have been declining for over a year. 

Consumer sales are dropping steadily. 

While there is talk of an increase in home-building activity, the 
number of housing starts in March was at a rate lower than in Feb- 
ruary, which was in turn lower than the month before. 


THE CAUSES OF THE RECESSION 


Despite the recent stagnation and the two postwar recessions, the 
years since World War II have been a time of relatively rapid growth 
in productivity. In January of 1958, the President’s economic report 
said productivity per man-hour worked had increased by 3.9 percent 
per year in the 1947-56 period. 

During this period in. a relatively high level of production was 
maintained because of the demand generated by the large investment 
in new plant and equipment. Between 1946 and 1953, we poured 
nearly $160 billion into plant and equipment. The lopsided 1954 tax 
reductions launched an investment boom while failing to provide the 
consumer purchasing power needed to sustain it. Tax savings amount- 
ing to $2.5 billion were given directly to corporations. Of the remain- 
ing tax cuts, the overwhelming proportion went to wealthy taxpayers, 
which made even more money available for additional investment, 
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While low- and middle-income families were largely ignored. 
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While the investment boom was continued, however, the inability 
of the American consumer to buy the things we could produce was 
becoming more marked. In short, the imbalance between our rapidly 
expanding productive power and the comparable lack of expanding 
purchasing pom er was increasing. 

In addition, giant corporations, with monopolistic powers in their 
respective industries, were heaping unwarranted and exorbitant price 
increases on the consumer, thus further reducing purchasing power 
and creating further imbalance. 

Yet, with: signs of this growing imbalance all around us, the Defense 
Department aggravated the problem still further by its economy and 
stretchout programs. From the middle of 1957 onward, defense 
spending was sharply curtailed. In fact, in the first half of fiscal 
1958, the Defense Department obligated only 37.7 percent of the $16 
billion appropriated for military procurement, at the very time the 
economy needed increased expenditures if we were to avoid trouble. 

Thus, we have had, particularly for the past 10 months, a compound- 
ing of negative economic factors which has led us to our present 
dilemma. 

Had Congress and the administration been doing what the Employ- 
ment Act of 1946 called for, we would have acted months ago. 

We would today have Federal standards of unemployment com- 
pensation assuring benefits adequate in both amount and duration. 

We would today have reduced income taxes, particularly for low- 
and middle-income groups. 

We would today have in operation a public-works program, planned 
in advance and triggered when the signs of recession first appeared. 
Instead, we not only haven't acted, we are not even prepared to act 
now. 

ACTION NEEDED NOW 


We must recognize the simple fact that in existing circumstances the 
absence of a decision is in itself a decision. The time for action is long 
overdue. It is time the Government rolled up its sleeves and went to 
work to solve our basic economic problems. 

We propose that Congress take prompt remedial steps to end this 
recession by effectuating the following programs: 

(1) Enactment of a bill which would set Federal minimum stand- 
ards for uiemployment compensation. This involves both an increase 
in the size of unemployment benefits and an extension of their dura- 
tion, not only on a temporary and emergency basis but as a per- 
manent improvement of the unemployment compensation system so 
that it may effectively fulfill its function as our first line of defense 
against spiraling recession. 

(2) Income taxes for low- and middle-income taxpayers should be 
cut immediately in order to inject billions of high velocity dollars 
into our economic stream. We urge also that a 90-day moratorium 
be declared on the withholding of income taxes, again to provide an 
immediate, massive injection of purchasing power into the economy. 

Also, regressive and indefensible excise or sales taxes on cars, 
trucks, appliance es and other household items, passenger and freight 
transportation, should be abolished. 

We would urge in addition that tax loopholes now in effect, which 
are costing the Government billions of dollars annually, be closed. 
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(3) We believe Congress should enact as quickly as possible a com- 
prehensive public works program which would provide us the schools, 
housing, hospitals and other public works we so urgently need. 

(4) Social security benefits ought to be improved and medical care 
for OASI beneficiaries added to the present provisions of the law. 

(5) We strongly urge the extension of minimum wage coverage, 
as provided in H. R. 4575, to millions of workers now unprotected. 

We believe these programs are not only matters of economic justice 
ond simple human decency to the millions of Americans who are bear- 
ing most of the cost of the recession, but that they are matters of 
economic necessity and perhaps even human survival. 


FREEDOM’S GREATEST ASSET 


It can be said without challenge, I believe, that the American econ- 
omy is freedom’s greatest asset. Fully mobilized, at levels of full 
production and employment, our economy can provide that margin 
of superiority which is an absolute necessity if we are to strengthen 
freedom in the world, particularly among the uncommitted nations. 
And it is among the uncommitted peoples of the globe that the con- 
test between freedom and tyranny will be decided, 

While our economy is limping along, the Soviet production machine 
is racing at full speed. 

It must be clearly recognized that we are engaged in an interna- 
tional contest with the Soviet Union, not just in terms of military 
power, but in terms of economic power. Russia, as everyone knows, 
has been engaged for some time in a massive program of economic 
infiltration im the underdeveloped areas of the world. 

In such a struggle, it is not enough for America to export slogans 
or guns to such areas. If we are to win these uncommitted people to 
freedom’s side, we must be prepared to increase our economic aid 
to these countries, so that they can raise their living standards, 
strengthen their economies and begin to wipe out man’s ancient 
enemies of hunger, disease, and misery. It is in this way, and only in 
ths way, that freedom can win this contest from the forces of tyranny 
and totalitarianism. 

The launching of the sputniks directed our attention to one of our 
gravest handicaps in this contest. These events placed the national 
spotlight on the weaknesses of the American education system. If 
we are to wipe out our education deficit and modernize our school 
system, it is vital that an adequate Federal aid to education bill be 
enacted, providing more classrooms and more and higher paid teachers, 
as well as scholarships for high school and college students. In the 
absence of such a bold and positive program, the “al: arming education 
deficit will worsen, and America’s chances for survival will be further 
jeopardized. 

THE NEED FOR AREA REDEVELOPMENT 


Congress, in its efforts to halt the economic tailspin and to set in 
motion those positive factors that will make for steady and balanced 
expansion in our economy, must move to end the industrial blight 
that has been mushrooming throughout America. 

The redevelopment of distressed areas is not a sectional need, it is 
a national requirement. The number of urban and rural areas in need 
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of economic help is so great, the loss in manpower and blighted lives 
as well as in dollars and cents is so enormous, that the problem de- 
mands national attention. 

What has happened to the cities and rural areas for which this 
present legislation is inteneded ? 

In some cases, as in many coal and lumber areas, resources on which 
community life and industry depended have been exhausted. 

In many once prosperous farming centers, small farms have lost 
out to larger farms whose “efficiency” is oftentimes based on a com- 
bination of expensive machinery and shamefully sweated hired labor. 
Farmers and their families have moved away or their children have 
migrated to cities. 

In our urban areas, industries, once highly centralized, have decen- 
tralized as new population centers have come into existence and new 
markets have been created. 

A central aspect of the problem arises out of the fact that we are 
living in a time of rapid technological change. Automation is one, 
but only one of the revolutionary or near -revolution: ary changes th: at 
has taken place in American industrial life, adding rapidly to ‘erowth 
and productivity. But the other half of progress is obsolescence and 
many cities and communities are needlessly paying the price for the 
fact that technological advance has become part of a whole set of 
reasons which has taken industry elsewhere. 

It is also true, as in parts of the automobile industry, that changes 
have come about because some businesses could not meet the compe- 
tition of giant worldwide corporations exercising monopoly control 
over prices and markets and could neither find the money for their 
own technological improvements nor establish and maintain the net- 
work of dealers and service centers needed to compete successfully. 

Whatever the reasons for these changes, however, specific commun- 
ities and specific human beings, workers and farmers and their fam- 
ilies, have been left in the wake of this rapidly moving progress. 
They have been left without jobs and, in too many cases, without a 
chance to find others. 

The skills and judgment of workers, built up through years of ex- 
perience, are being wasted in areas where a small investment in re- 
habilitation could start a new chapter in local economic. history. 

As a nation, we do not have the right to make these people pay 
virtually the full cost of economic progress. America has no moral 
right to ignore the broken lives and reduced living standards in the 
areas left behind. Perhaps more important, however, progress need 
not exact such a price. 


SPACE AS A PROBLEM IN OLDER CENTERS 


The overall space problem in an older area can be seen from the 
fact that 8 out of 10 plants recently constructed in this country cover 
35 percent or less of their sites, while the typical plant in an older 
area covers most of the site it occupies. In Detroit, for example, 65 
percent of the manufacturing plants cover half or more of their sites, 
according to the 1956 Industrial Study of the Detroit City Plan Com- 
mission. 

Yet, industry is eager to locate in the Detroit area. One large con- 
tractor who has built 25 plants outside the Detroit city limits reports 
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that the principal reason these plants were not constructed in the city 
was the lack of adequate buliding sites. The plants needed sites rang- 
ing from 50 to 290 acres. Sites of such size were simply not be had 
inside the city limits. 

Detroit’s industrial coordinator reports that his office is presently 
negotiating with 18 plants from outside the State of Michigan who 
want plant sites in Detroit. The plants would represent a number of 
different industries and help to diversify the industrial base of the area 
which is today all too dependent on the erratically fluctuating automo- 
bile industry. Fifteen of these are unable to find appropriate sites ; 
for some of them, sites may become available when existing land clear- 
ance plans in Detroit are completed, but the areas to be cleared could, 
I am told, be filled five times over. Interest in Detroit as a possible 
location has, over recent months, been expressed by 615 firms which, 
however, must be told at the present time that “there is no land avail- 
able.” 

MANY CITIES AND STATES ARE AT WORK 


The Governors of a number of States which face redevelopment 
problems have testified before your committee. You will hear also 
from a number of mayors who are familiar with the problem and who 
have done what they could to solve it. I know from my own observa- 
tion that cities and States have not been sitting idly by, waiting for the 
Federal Government to bail them out. The evidence of this has been 
brought to the attention of both your committee and the Senate Bank- 
ing and Currency Committee. 


NONGOVERN MENTAL GROUPS AT WORK 


Private and community groups are also at work. For example, in 
Detroit, the UAW has participated in the creation of the East Side 
development committee, which represents neighborhood merchants 
and other small businesses as well as neighborhood groups and organ- 
izations. ‘The committee cooperates w ith the city’s economic dev elop- 
ment committee, appointed by the mayor. This committee works to 
publicize the economic advantages of locating in Detroit, to develop a 
systematic program for finding ‘industr ial prospects and to coordinate 
the work of public and private agencies in whatever activities will 
foster the industrial rede velopment | of the area. 

The Citizens’ Redevelopment Corp., a nonprofit housing develop- 
ment organization of which I am privileged to be a vice president, is 
working to develop low-cost housing in the East Side of Detroit, the 
so-called Gratiot-Orleans area. 

The most recent addition to the groups working for economic rede- 
velopment in Detroit is the Metropolitan Research Bureau, financed 
jointly by UAW local unions in the area, which maximizes the assist- 
ance that our organization can give the ¢ ommunit y and cit y agenc les at 
work on this problem. 

Obviously, this is not a picture of inertia, of life gone out of an area. 
It is a picture of an area trying to deal with a proble m of tremendous 
dimensions, with which it needs help. The help that the Federal 
Government can provide will enrich this country, add to its basic 
assets increase its productive power. 
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The UAW also helped set up a task force composed in large part of 
mayors and other officials of communities, dependent on agricultural 
implement production, which were stricken by the sharp and pro- 
longed decline in the sales of farm equipment. These communities 
face the need of rehabilitating their local economies—a need which can 
be met only by a long-term, coordinated Federal redevelopment pro- 
gram. 

As a union, we have cooperated in whatever way we could in local 
redevelopment plans, in presenting the problems of unemployment to 
Congress and State legislatures. We have participated in developing 
community self-assistance programs to deal with the problems of pro 
viding food for families, meeting rent and housing payments, paying 
medical and hospital bills. These are the problems people encounter 
when they are out of work, or when wages are depressed by short 
workweeks or through the lathe of a low-paying job for normal 
employment. 

In many such programs, we have had the partnership of the mayors 
and governors involved, while at other times we and other interested 
private organizations have had to go it alone. 

While many public and private agencies are hard at work, they 
have been overwhelmed by the enormity of the problem whic h clearly 
requires solution at the Federal level. 


“LET THE WORKERS PULL UP AND MOVE” IS NO ANSWER 


Industries move out of these communities because their needs have 
changed. But new industries cannot move in because the plant and 
facilities, as they are presently organized, do not meet their needs 
either. So idleness and decay take over while entire new communi- 
ties have to be built in other locations. The huge investments in 
roads, schools, water-supply systems, sewers and other facilities have 
to be duplicated. In the process, and most importantly, a large num- 
ber of people are marooned, with the means of earning a decent 
living gone. 

Those who insist that people move when their jobs fold up are 
either impractical or calloused, more calloused than they realize, per- 
haps. They ignore the investment that the small-business man has 
made in his store or other establishment. They ignore the money 
that workers have invested in their homes, the community ties they 
have formed over long years of residence and participation in 
community activities. 

To argue that workers should relocate leaves the basic problem 
unsolved. It is redevelopment and regeneration, not abandonment, 
that is required. Economically, America cannot afford and does not 
want dead areas in its cities or rural slums in its farm areas. 

Certainly, it would have been better if all of us—the Federal Gov- 
ernment, the States and the cities—had started to work on this prob- 
lem earlier. The problem would have been easier to deal with if we 
had tried to keep up with it as it developed. But the plain fact is 
that we did not begin to deal with it in time. The problem has 
grown to the point where it is now beyond the ability of most cities 
and States to handle. If the problem is not to get further out of 
hand, the Federal Government must add to what the communities 
and private organizations are already doing. 
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The Federal Government today has no effective program to deal 
with the problems of industrial blight. 

Much has been said about the advice available from the Depart- 
ment of Commerce but much more is needed than advice. 

Much has been said about providing defense contracts to distressed 
areas on a preferential basis. Yet, wa has actually happened ? 

A report, published by the Defense Department covering the last 
6 months of 1957 (appendix 1) discloses that only 3 out of 86 areas 
in the “labor surplus” category received contracts on a preferential 
basis. Moreover, the total amount of work placed in these areas on 
a ee eee basis during the 6-month period was less than $1 
260, to be precise. 

This per iod i is typical. I have attached as appendix 2, a tabulation 
covering the period from July 1, 1955, through December 31, 1957, 
which shows the value of contracts awarded to companies in 
distressed areas in this 24-year period. You will note the long and 
impressive list of zeroes in this report. You will note also that the 
amounts involved are so small as to be in many cases ridiculous. 





FLEXIBILITY REQUIRED TO FIT LOCAL REALITIES 


We urge the committee to retain the provision of the Douglas- 
Payne bill and the matching Spence bill which empowers the ad- 
ministrator to combine counties and municipalities in order to form 
industrial redevelopment areas which best lend themselves to the 
implementation of the purposes of the bill and to designate a part 
of an area or municipality for this purpose when that is appropriate. 

We specifically endorse provisions which would assist in the re- 
training of workers whose jobs are lost through technological change. 
The skills of our workers rank near the top of any list of national 
assets. What we do to make it possible for workers to increase their 
skills, so that they may obtain iobe i in new industries, is an immediate 
contribution to their welfare, to the welfare of the community and 
the country and to our economic strength and security. Further, 
such retraining may be essential if displaced workers are to qualify 
for jobs which result from the redev elopment of an area. 

Let me emphasize that if there is not sufficient income for a worker 
during retraining he will forgo the training to search for adequate 
income. For this reason, we “strongly support the provision which 
gives subsistence payments to workers engaged in retraining if they 
exhaust their State unemployment compensation benefits while in 
training. 

We urge that your recommendations provide specifically that labor 
be represented on the ad hoc industry advisory committees referred 
to in the Spence bill. Experience in World War ITI convinced even 
many skeptics that labor participation was often essential to the max- 
imum effectiveness of industrywide committees of this kind. 

We urge also that your committee support provisions in the area 
redevelopment bill that will assure that the redevelopment that takes 
place in any one place is an increase in our total economic strength, 
rather than an increase in one place at the expense of another. The 
purpose of this legislation is to increase jobs and business, not merely 
to help to move it around from one place to another. 
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COMMUNITY FACILITIES 


Also before your committee are bills to expand the Government’s 
program of loans for community facilities. Presently, the loan fund 
consists of $100 million. 

According to the Engineering News Record of March 27, 1958, 
the States and the municipalities have a combined backlog of heavy 
construction projects amounting to more than $50 billion. “While the 
figures do not distinguish between State and municipal projects, it 
is clear that the backlog is great at every level of government, and 
undoubtedly, in every area of the country. The figures demonstrate 
that there is a need for every type of construction that would be eli- 
gible under the bills before your committee—water systems, sewer 
systems, schools, hospitals, and other public buildings. 

If Congress is not willing to pass a realistic program of grants-in-aid 
to help meet some of these nee ls, we urge support for a broad loan 
program. 

The construction of these facilities would at any time be of positive 
value to the communities of this country. At the present time, their 
construction would be of even greater value since they would create 
urgently needed jobs. 

There has been a great deal of debate over the amount of money 
to be made available. The Spence bill would provide $2 billion. The 
Senate bill would provide $1 billion. We urge that the larger of these 
two figures be adopted by a strong majority so that the Senate, too, 
may be persuaded to adopt the higher figure. 

Certainly, the redevelopment areas need this kind of help, and one 
bill has been introduced (H. R. 11272) which would make it available 
to them. However, help is needed in communities other than distressed 
areas and we therefore support a general bill in which all States and 
municipal governments will be eligible on equal terms. 

We urge also that the interest rate be fixed at 2 percent. We suggest 
that the work which would be done under this program is sufficiently 
important to the Nation to justify the 2 percent rate, even if this were 
something less than the cost of the money to the Government. The 
administration of our national resources, both human and material, 
will fare better under an imaginative, dynamic approach than under 
one designed to save the Treasury a percentage point of interest, or 
to withhold long-term, low-interest loans that American communities 
clearly need. 

We urge that the legislation provide for predetermination of pre- 
yailing wage rates under the Davis-Bacon Act procedures as well as 
provisions for a maximum 40-hour workweek with payment after 
40 hours at time and a half the regular wage rates. 


POTENTIAL GROWTH ENORMOUS 


In measuring our ability to deal with area redevelopment problems 
and with the need for community facilities in the rapidly growing 
cities of America, let us keep in mind that ours is a highly productive 
economy capable of growing at a most impressive rate. 

As an indication of the expansion in our national product that can 
be achieved, the Rockefeller Brothers Fund report, issued barely 10 
days ago, said: “A growth rate of 5 percent is possible if we realize 
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fully our impressive opportunities for economic expansion. If the 
problems of growth are formidable, we have also found the impetus of 
our economy enormous.’ 

What is this new wealth, if realized, to be used for? What can it 
make possible for the American people ¢ 

Certainly, a portion of it should be channeled into assistance pro- 
grams for those persons and communities which have borne the major 
shock of technological progress, industrial decentralization, urban and 
rural blight. 

We ask also that money small in amount when measured against 
the need be made available on a grant-in-aid, or failing that, on a loan 
basis to the States and cities so that they may build needed facilities 
for the use and benefit of all the people. These programs would like- 
wise provide jobs for these forgotten citizens in these distressed areas. 


AID TO SMALL BUSINESS 


If we allow the present drift toward monopoly to continue, we will 
have a restrictive economy—an economy of high prices and low pro- 
duction, with chronic unemployment and suppression of new tech- 
nology. Moreover, we risk erosion of political freedoms. 

The epidemic of small business failures started several years ago. 

Now for March of this year, the number of business failures, accord- 
ing to Dun & Bradstreet, has reached the highest level of any March 
since 1933. Despite the on owth in the number of businesses, the failure 
rate in the first 3 months of this year is greater than at any time 
since 1940, 

No doubt the business experts are right in pointing to several causes 
for the declining position of small business—the tax structures, the 
way defense contracts and Government subsidies for research and 
development have been handed out, the way the accelerated amortiza- 
tion program was operated as well as the ‘inability of small business 
to obtain capital. 

Certainly the capital problem is a major handicap. AI] students of 
this problem have been reporting for at least 20 years that the capital 
market does not provide adequate means for efficient small firms to 
obtain capital. The need is for long-term loans and for equity capital 
which are largely unavailable to sm: all business. 

The tight-money policy of recent years has cut off small firms from 
even commercial bank credit. 


BIG FIRMS PAMPERED; SMALL FIRMS STARVED 


The Federal Reserve System has recently made a survey to find 
out what the facts are, or, perhaps I should say were, because it got 
around to collecting the facts ‘is when the tight- money policy was 
being abandoned. 

The Federal Reserve’s survey shows the amount of bank loans to 
business firms outstanding in October 1955, and again 2 years later, 
in October 1957. 

Overall, there was an increase of 32 percent in such loans in the 
period. The overwhelming proportion of this increase went to the 
biggest corporations. Firms with less than $50,000 of assets actually 
had 3 percent less bank credit in 1957 than they had in 1955 while 
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corporations with more than $100 million of assets had 66 percent 
more bank credit in the period when credit was being squeezed hardest. 

Legislation to assist small business in obtaining capital is long 
overdue. We must leave to those expert in the field the determination 
of which of the bills now pending for this purpose will best meet the 
needs of small business. We would like to go on record as being 
heartily in accord with the objective because we are convinced that 
an expansion of small business will make a significant contribution to 
general economic growth and full employment. Aid to small business 
is not a postponable legislative item. Small business needs help now, 
from this session of Congress. 

Mr. Chairman, we strongly urge this committee to report out bills 
which will encompass the basic legislative recommendations I have 
outlined above. We are convinced these recommendations, if enacted, 
will accomplish many urgently required objectives. In summary 
they will: 

Pull America out of its disastrous economic tailspin, help alle- 
viate the hardship and suffering of American workers and their 
families. 

Help retired workers live out the balance of their lives with a 
greater sense of security and dignity. 

Begin to restore a semblance of equity to our Federal tax 
structure. 

Begin to narrow the enormous gap which now exists between 
our productive capacity and our purchasing power. 

Lay the foundation for a continuing, balanced expansion of 
our economy. 

Add tremendous strength to the free world in its global struggle 
with the forces of Communist tyranny by regenerating the Amer- 
ican economy. 

Begin to wipe out the industrial and rural slums which infect 
America and give workers the knowledge and knowhow to em- 
ploy our new- found tools of abundance. 

Give America the hundreds of thousands of classrooms, more 
and better-paid teachers, the hospitals and other public facilities 
it so urgently requires. 

If enacted, these recommendations will accomplish all these vital 
objectives, but they will do more. They will, in terms both of our 
future economic stability and the profound effect that a strong, dy- 
namic American economy can have on freedom’s chances in the world 
struggle for survival represent an historic advance for man in his 
centuries-long fight against economic oppression. They will add to 
our society needed additional cushions against future economic shocks 
and in so doing, help prevent such shocks occurring. 

Sound and adequate legislation, along the lines suggested here, is 
a matter of economic and social justice. But it is also a matter of 
necessity, if America is to regain its economic and moral strength. 
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Military procurement actions in labor surplus areas '—July 1, 1955, through 


Area 


Alabama: 
Alexander City. 
Anniston 
Decatur 
Florence-Sheffield 
Gadsden 
Jasper 
Talladega 
Arkansas: Fort Smith 
California: San Diego 
Connecticut: 
Bristol 
Danielson 
Torrington 
Georgia: 
Cedartown- Rockmart 
Cordele 
Illinois 
Canton 
Harrisburg 


Herrin-Murphysboro-West Frankfort 


La Salle 
Litchfield 
Mount Carme]-Olney 
Mount Vernon 
Springfield 

Indiana 
Evansville 
Michigan City-La Porte 
Muncie 
Petersburg 2 
Richmond 
South Bend 
Terre Haute 
Vincennes 

lowa 
Burlington 
Sioux City 

Kansas 


Coffey ville-Independence-Parsons 


Pittsburg 
Kentucky 
Corbin 
Frankfort 
Hazard 
Henderson 
Lexington 
Madison ville 
Middlesboro-Harlan 
Morehead-Grayson 
Owensboro 
Paintsville-Prestonburg 
Pikesville-Williamson, W 
Maine 
Biddeford-Sanford 
Portland 
Maryland: Cumberland 
Massachusetts 
Fall River 


Fitchburg 
Lawrence 
Lowell 

Milford 

New Bedford 
North Adams... 


Southbridge-Webster. 


Office of the Assistant Secretary of Defense 


20, 1958, 


2 Certified for 1 procurement only. 


v 


a 


Dec. 31, 1957 


Date approved 


May 1954 
March 1954 
June 1954. 
November 1954 
January 1954 
November 1953 
March 1954. 
July 1954 
March 1955 


July 1954 
March 1955. 
do 


November 1953 
April 1954 


September 1956 
December 1954 
March 1952 
September 1957 
March 1954 
February 1955 
A pril 1954 

July 1957 


January 1956 
March 1954 
August 1954 


November 1956 
May 1956 
March 1952 
April 1952 


May 1954 
March 1955 


December 1955 
May 1954 


November 1953 
May 1954 
November 1953 
March 1954 
September 1955 
November 1953 
do 
August 1954 
May 1954 
November 1953 
do 


March 1954 
March 1955 
March 1952 


May 1954 
January 1957 
November 1954 
March 1952 

do 
May 1954 
January 1954 
March 1954 
March 1957 
January 1954 


Supply and Logistics), 


Date withdrawn | Total pref- 


erence 


December 1955-_. 0 
July 1956_. 0 
November 1955 0 
November 1956 $145. 267 
July 1955_- 0 


September 1955 0 
December 1955 0 
September 1955. 0 


November 1955 0 
November 1955 48, 237 


do 0 
do 0 


0 
0 
0 
0 
114, 319 
0 
0 
0 


34, 116 


261, 000 
222, 000 

0 

November 1956 0 
0 

0 


November 1955 0 
July 1955 0 


0 
297, 000 


May 1956 0 
July 1957 1, 42: 


hy 
oh 
no 


FS 
% 


July 1955 0 


November 1955 0 

U 

November 1955 ) 

u 

113, 125 

December 1955 0 

November 1955 69, 372 
July 1955 

0 

December 1955_. 0 


Aug. 22, 1955; Aug. 19 1957 Fel 
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Military procurement actions in labor surplus areas—July 1, 1955, through 
Dec. 31, 1957—Continued 


Area 


Michigan: 
Bay City- 
Detroit - .. 


Escanaba- 
| 


Grand Rapids- --.- 
Iron Mountain 
Jackson__- 
Lansing 
Marquette_- 
Monroe.._- 
Muskegon _- 

Port Huron_-- 


Minnesota: Duluth-Superior, Wis. 
Mississippi: Greenville : 
Missouri: 
Joplin 
St. Joseph. 
Springfield _- 
New Jersey: 
Atlantic City. 
Bridgeton 
Long Branch 
Paterson 
New Mexico 
New York 
Albany-Schenectady-Troy 
Amsterdam 
Auburn 
Gloversville 
Hudson 
Olean-Salamanca 
Oswego-Fulton 
Utica-Rome 
North Carolina 
Asheville 
Durham 
Fayetteville 
Kinston 
Mount Airy 
Rocky Mount 
Rutherford-Forest City 
Shelby-Kings Mountain 
Waynesville 
Ohio: 
Athens-Logan-Nelsonville 
Cambridge ap 
Marietta = 
New Philadelphia-Dover 
Portsmouth-Chillicothe 
Springfield 


Albuquerque 


Zanesville 

Oklahoma: 
McAlester 
Muskegee 

Oregon: Portland 

Pennsylvania: 
Altoona 
Berwick-Bloomsburg 
Butler 
Clearfield-Du Bois 
Erie- 


Indiana alan 
Johnstown__ es 
Kittanning-Ford City--.--- 
Lewistown 
Lock Haven 
Meadville - - _- 
New Castle 
Oil City-Franklin-Titusville_- 
Philadelphia aes 
Pittsburgh 
Pottsville__- 
Reading - naire 
St. Mary’s..--..- 


Date approved 


July 1957 

May 1956 
July 1957_- 
A pril 1955 


May 1956- 
May 1957- 
do 


April 1954 
November 1957__. 
July 1956 

July 1955 

May 1956 

July 1956 

March 1954__ 
March 1956 
March 1954 
March 1955. 


May 1954 
“do 


.do 


May 1952 
March 1955 
February 1955... 
March 1954 
November 1953 


May 1954 
June 1954 
January 1955 
May 1952 
February 1954 
A pril 1955 
June 1954 
May 1954 


March 1952 
November 1953 
February 1955 
June 1954 
September 1955 
February 1955 
July 1957 
March 1955 
March 1954 


March 1955 
January 1955 
February 1955 
March 1955 
July 1957 
June 1954, 
ary 1957 
March 1955 


Febru- 


September 1954 
do 
March 1954 


June 52 
May 54 
November 1954 
November 1953 
May 1954, July 
1957 
January 1954__- 
July 1953 
March 1954 
March 1955. 
June 1954 
March 1955 
March 1954 
September 1954 
May 1954 
do 
March 1952 
May 1954_- 
July 1955. 


Date withdrawn 


January 1957_- 


July 1956_. 


November 1957... 


November 1957 


| November 1956-- 
September 1956_._. 


July 1956-_- 
November 1955 


do _ 
July 1955 
} 


-uo 


September 1955 
July 1955 


July 1955 
November 1956 
September 1955 
November 1955 
do 
September 1955 
do 
November 1955 


December 1955 
do 
do 
September 1955 
September 1955 
do 


November 1955 
September 1955 


November 1955 
July 1956 


September 1956 


November 1956___. 


November 1955 
do 
_.do 
...do 
..do 


September 1955 


November 1955. 


Total pref- 
erence 


0 
0 
$2, 875, 491 
0 


0 
0 
0 
0 


0 

28, 229 
1, 022, 165 
150, 675 
0 

0 

0 

0 

0 

0 

0 

0 

0 

89, 554 
0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

1, 164, 003 
0 


0 
107, 592 
0 
0 


234, 989 
190, 309 
219, 163 
0 
0 
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Military procurement actions in labor surplus areas—July 1, 1955, through 
Dec. 31, 1957—Continued 


Area Date approved | Date withdrawn | Total pref- 
erence 


Pennsylvania—Continued 


—)--—- +--+ 


Oe ck ai TIT «cus taeticctinakieliianlenitienatea tie | $477, 606 
Sunbury-Shamokin-Mount Carmel--_--......--- UN MR in 555.5 o50 letitaed one ddcbbanuwscs | 0 
Uniontown-Connellsville__......-- seinen dcielll FIN fon Doc aphids: cnabciccasl 0 
Wilkes-Barre-Hazleton __.................--.-- FL MS oincdesiww ot She SI RE LS IE | 1,351, 245 
We it cena, cube kenieciesseaneues March 1954.-__.....| November 1955. ...| 0 
Rhode Island: 
a i te | May 1057_....... S  Gebbaebbboteseeeeel 0 
I eS. Sr ee ee .-| March 1952__....- sci aietlecioninciana abiecoinasian 11, 916 
South Carolina: | | | 
0 Ee a ee ll Ol 0 
WR 3254s Kacchacabinsekebioneraciaeund | November 1954....| December 1955... __| 0 
Tennessee: | 
Bristol-Johnson City-Kingsport__......-- I Faecal a | 0 


ON 5 5 crs cn nce buedtonandeaeskdatddh _.| Mareh 1954_____- 





a a a . ak aie le Ga Ria 0 
La Follette-Jellico-Tazewell_...............- | January 1954... Rate catalieeatwis 0 
a ar Oe November 1953__..| September 1955_._-| 
ME AEE 5 od anes cen li aa eats seal leila teeta ec cece te 232, 7§ 
Texas: Texarkana, Tex.-Ark.................- .---| January 1954.....- Ss cicaisintiaidnaticindich deletion §2, £ 
Vermont: | 
Burlington ; | August 1954 July 1956 0 
Springfield | July 1954_. , November 1955____| 0 
Virginia 
Big Stone Gap-Appalachia ..| November 1953 | 78, 336 
Covington-Clifton Forge January 1954 July 1956 0 
Radford-Pulaski ten | March 1954 | 0 
Richlands-Bluefield neigh June 1954 | July 1957 594, 247 
Washington: 
Spokane November 1957 | 0 
Tacoma July 1952 May 1956 : 39, 402 
West Virginia | 
Beckley i November 1953 0 
Bluefield ; ; March 1954 July 1956__. 0 
Charleston ; do 484, 468 
Fairmont | November 1953 0 
Huntington-Ashland, Ky : March 1954 ..| September 1955 0 
Logan . : 3 do 0 
Morgantown : November 1953____| December 1955 0 
Parkersburg 6 May 1952 do 0 
Point Pleasant-Gallipolis, Ohio July 1952 0 
Ronceverte-White Sulphur Springs April 1952 ; | 0 
Welch February 1954 | 134, 100 
Wheeling-Steubenville, Ohio March 1954 | July 1955 0 
Wisconsin 
Kenosha May 1956 | 0 
La Crosse February 1954 | September 1955 0 
Racine September 1956 November 1956 0 
Puerto Rico: 
Mayaguez June 1952 : 0 
Ponce do 3 0 
San Juan do a 187, 860 


Mr. Reuruer. I would like it understood, Mr. Chairman, that I am 
appearing here not as the spokesman of a narrow economic pressure 
group. I think the American labor movement is recognizing more 
and more that economic prosperity and the well-being of all the people 
is a sort of an indivisible value. It is like peace and human freedom. 
One group can’t have it except as it becomes universal and all people 
share in it. We, I think, have come to the realization that neither 
labor nor management nor farmers nor consumers can make progress 
ina vacuum; that somehow we have all got to make progress together. 
When we talk about the economic problems of America, we are not 
talking about the problems of workers or management or farmers, we 
are talking about the problems of all the people, and we believe that 
only as we deal with the problems of all the people can we hope to 
solve the basic problems that confront our Nation. 
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At the bargaining table we have been trying to get labor and man- 
agement to recognize a ie neither can make progress except as they 
learn to cooperate, to facilitate progress for the whole community. 
We have been advocating that—well, and when I sit at the bargaining 
table, I have a responsibility to the membership of my union. They 
pay my salary. I was elected to represent their best interest. The 
same is true with the corporation officials that we face across the bar- 
gaining table. They were elected by the board of directors and the 
stockholders to advance their best interests. While we have our sep- 
arate responsibilities, we need to be mindful and to act in the face of 
that knowledge, that neither labor nor management can make progress 
exc epting as we do try to cooperate to m: ake progress for everyone, 
and it is in that spirit that I come before your committee this morning. 

Certainly, when the farmers of America are in trouble, we can’t 
look the other way. The agricultural implement workers who make 
up a large section of our union membership recognize that when the 
farmers are in trouble, we are in trouble, and when the farm income 
comes down, the employment in the agricultural implement industry 
decreases sharply. 

So that we are inseparably tied together. What hurts one, hurts 
the whole. 

I think we are all aware of the fact that your committee is holding 
these hearings at a very critical time, when America faces challenge 
in the world, and we face a deepening economic crisis at home. We 
have a feeling that the problem in America is really within ourselves. 
That here we are, the richest country in the world, we have been 
blessed like no other people, with economic resources, with productive 
technology, with skill, with everything it takes to — these basic 
problems. What we need to do is to find a way, in America, to try 
to get our values in proper focus, to work out the kind of list of 
tional priorities, and then find a way to commit our human and ma- 
terial resources to meeting those priorities. 

There isn’t a single problem that we face in America that is beyond 
our solution, if we put our minds to work, and if we can achieve in 
peacetime the same measure of cooperation between all groups that 
we achieved in wartime. 

I have been trying to get people to understand that in peace, some- 
how we — got to achieve the sense of common purpose that we 


achieved in war. When the war came along, we found a way to 
mobilize the productive power of America. There wasn’t a single 
unemployed worker in the Detroit area. When we had all of the 


— ally able workers actively eng: aged in production, working 6 
and 7 days a week, working all kinds of overtime, we got the old- 
sisenery out of retirement, and we got them back in the factories. We 
used to joke about the fact, during the war period, that the big corpo- 
rations had a very simple employment stor te When you applied for 

1 job in those days at General Motors or Ford or Chrysler or some 
othe big corpor: ation, they didn’t subject you to a very stringent 
physical examination. The employment manager just felt you, and 
if you were warm they put you on the payroll. 

This was a demonstration that America knew how - mobilize its 
productive resources to meet the challenge of war, to produce the 
weapons of destruction. And what we need to do is to demonstrate 
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the same good sense, the same will, the same sense of dedication, in 
mobilizing our productive power, making the good things of life. 

Now, halfw: ay and halfhearted measures were not adequi ite to meet 
the challenge of war, and they will not be adequate to meet «oA more 
complex challenge of peace. What we need to do is to find a w ay 
to provide full employment and full production, making the good 
things of life for people in peacetime, and I think it can be done. I 
do not share the point of view that free people, in a free nation, like 
America, are capable of their higher achievements only based upon the 
negative impulses of war. 

I think that people can fight as hard and work as hard for the 
things that they believe in, because they share common hopes and com- 
mon aspire ations and they dream common dreams of a better tomor 
row, just as they can work and fight together in war, because they 
share common fears and common hatreds. 

This basically is our problem, to find a way to get America to 
mobilize the spiritual power, the sense of human dedication, so that 
out of that sense of purpose we can find a way to achieve full em- 
ployment and full production, making the good things of life for peo- 
ple in peacetime, so that every factory in Detroit, and every steel mill 
in Pittsburgh and Gary, and every other enterprise in Ameri ica on the 
industrial and on the agricultural front, is engaged in the creative 
process of full production and full employment, making the things we 
need. Only if America does this will we be equal to the problems at 
home, meeting the unfilled human needs at home. Only then will we 
be strong enough to meet the challenge of Communist tyranny in the 
world and will we have the margin of economic resources which is 
essential to help other parts of the world to fight communism on a 
positive basis by fighting poverty and hunger and human despera- 
tion, which are the ingredients out of which communism builds its 
power. 

Now, the question arises, Mr. Chairman, that if we know what we 
are trying to do, if we have our values in sharp focus, if we have a 
list of national priorities of the things that we want to achieve, then 
it becomes a question of leadership. There is nothing wrong with 
America, or with the American economy, that decisive, imaginative, 
bold leadership will not solve. ‘This le ade rship has to be based upon a 
comprehension of the new dimensions of war, its destructive potential, 
and also the new promise of peace, because the same technology that 
gives us the H-bomb and the cuided missiles also gives us automation, 
and the peaceful use of the atom, and the tools of unprecedented eco- 
nomic abundance. We need to be strong enough to check the threat of 
aggression, and then, using the time and the opportunity that we buy, 
with the military power that we need to meet the threat of Communist 
aggression, use that opportunity to demonstrate that freemen have got 
he good sense to mobilize their economic resources in terms of the needs 
of peace. 

We happen to share the point of view that when the American 
economy is in trouble, the cause of human freedom is in trouble in the 
world, because the American economy is freedom’s greatest material 
asset. 

Now, if the economy of Luxembourg were limping along in low 
gear, the free world would not have to be deeply concerned about that, 
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and the Communists could not be rejoicing in Moscow, because whether 
the economy of Luxembourg or some small country that makes up 
the family of the free nations of the world, whether they are mobilizing 
their maximum economic potential, has little bearing upon the rela- 
tive position of the free world and the Communist world. 

But when the American economy is in low gear, when the American 
economy, which is freedom’s greatest material asset, when we are 
failing to mobilize its productive power, then freedom’s cause is in 
trouble. We are, Mr. Chairman, ser iously failing to mobilize that 
productive power. 

I worked in the Soviet Union for almost 2 years. I know some- 
thing about what the Communists are trying to do, and while Mr. 
Khrushchev may shift his tactical maneuvering, the basic objective 
of the Communists remains unchanged. They intend to dominate the 
world, and we stand between their ability to achieve that objective. 
What we do with the American economy, what we do in mobilizing 
it and translating its productive abundance into basic human needs, on 
the problems of people, is the important thing. We are not going to 
convince the uncommitted peoples of the world that we have the 
answers if all we give them are pious slogans about democracy. We 
have got to demonstrate in a practical way that democracy has the 
answers to basic everyday human problems. 

I happen to share the point of view that we will win the contest for 
the hearts and the minds and the loyalties of the uncommitted peoples 
of the world, not by military power, although we need to be strong on 
the military front—we have no choice in that respect—but we will win 
this struggle for the hearts and minds of mankind by demonstrat- 
ing, in a “practic al way, that we know how to translate technical 
progress into human progress, that we know how to translate material 
wealth and material values into basic human values, human happiness, 
human security, and human dignity. When the Communists can 
pound the propaganda drums in the world and talk about more than 
5 million unemployed in America, we have got to answer that propa- 
ganda. 

I think it is of little value to debate the finer distinctions between a 
recession and a depession. That is very academic, because as a prac- 
tical matter, a recession is when the other fellow is laid off; and a 
depression is when you are laid off. I mean this is the practical 
impact upon people. 

What we need to do is to try to find a way to mobilize our economy 
to achieve full employment and full production in peace, so that no 
one need be unemployed. 

I am not concerned—I have no sympathy whatsoever for a worker 
who doesn’t want to work. I may feel very sad about his children 
and his family. But we are talking about unemployment that is 
not a voluntary matter. We are talking about unemployment in a 
situation where there are economic forces beyond the control of indi- 
vidual workers, or the individual citizen. 

This is a problem of an economic and social character that the 
whole of our society must deal with. 

Now, based upon the economic facts that we have been given by 
our economists, and we have drawn from the study of other people 
who are recognized in the economic field, we believe that at the present 
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rate of industrial production our economy is producing, on an annual 
rate, roughly $55 billion less than what we could have had the 
capacity to create, if our economy had maintained its proper rate 
of growth since 1953. 

Now, this $55 billion, we believe, is the margin of superiority be- 
tween what we are doing and what the Communists are doing. This 
$55 billion that we are losing, forever—you know you can put some- 
thing that you have in storage, but when you don’t create economic 
wealth because you don’t use your manpower on your productive ca- 
pacity, that economic wealth is lost forever. ‘So we are losing, 
roughly, $55 billion of economic wealth that we are not creating, not 
because we lack the resources, not because we lack the industrial capac- 
ity, not because we lack the manpower, but because we lack the will 
and the good sense to fully utilize our economic and human resources. 

Now, this $55 billion in our opinion is both the margin of superi- 
ority in the struggle between the forces of freedom and the forces 
of Communist tyranny, and it may, Mr. Chairman, be the margin of 
survival. 

The Russians, you must remember, are getting every ton of steel out 
of their steel industry. They are crowding their economy. And there 
is one thing about it: We ought to have contempt for what the Com- 
munists stand for, because they have contempt for every decent value 
that we believe in. But while we have contempt for their system, 
let us respect their competence, because they are making tremendous 
technological progress, and we cannot afford to limp along in the face 
of this challenge. 

Now, this $55 billion: Look what it could do in terms of the needs of 
the Government. Look what it could do to raise living standards, to 
provide greater educational ——— for our children, greater 
security and dignity for our older people in the days of retirement. 
Look what it could do in m: aking our military posture stronger. Look 
what we could do with $55 billion in terms of helping the under- 
developed countries of the world. 

So we say, let’s look at the problem of America. Let’s figure out 
what is wrong. Let’s get our values and our priorities worked out, 
and then let’s find a way to get America back to work, making the 
things we need to make life better in America, making the things we 
need to strengthen our defense posture, doing the other things we need 
to do in America, so that America can be the kind of symbol that free 
man all over the world can see and draw inspiration from, and encour- 
agement. 

This isthe way. The propaganda of the democratic deed is the only 
effective propaganda to answer the poisonous propaganda of the Com- 
munists, and when we have mass unemployment, underutilization of 
our productive capacity, and tremendous unfilled human needs, we are 
offering the Communists the propaganda and psychological weapon 
that they can use with great deadly effect against us all over the 
world, 

Our problem is not complicated. You do not have to have a Ph. D. 
degree from any of the Ivy League universities in higher economics to 
understand what is wrong with the American economy. We are in 
trouble simply because there is an imbalance between the productive 
capacity of America, our productive power, and our buying power. 
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Our failure to achieve adequate purchasing power in the hands of 
people to balance this productive power is the r s»ason for the recession. 
The only way that we will achieve, and the only way that we will 
maintain, full employment and full production, is to find a way to 
achieve a dynamic expanding balance between greater productive 
power and greater purchasing power, each time ac shievi ing a dynamic 
balance at a higher and peer economic level, in which the people of 
America, working together, ‘an create greater economic wealth, and 
then share that greater economic wealth in the kind of dynamic rela- 
tionship, so that the economy will continue to expand and grow and 
we can continue to enlarge the economic pie. 

We get in trouble, Mr. Chairman, in our view, every time we try 
to divided up economic scarcity. You ought to try to administer a 
collective-bargaining agreement, when there are twice as many workers 
attached to the plant as there are jobs. Right away you have got 
trouble. And this is true in every aspect of our economy. 

You get a factory that is going to locate in one city or another, have 
those two cities competing to get that factory and you are in trouble. 
But if there is a factory for both cities and a job for every worker, then 
you can solve the problem. 

Now, I have been saying that, fundamentally, the struggle in the 
world, if you go back through the pages of history, has been a struggle 
between man and his neighbor, between nation and another nation, 
to divide economic scarcity. This is the historic fact around which 
the Communists and Marxism have tried to build their basic concept 
of history: the struggle to divide economic searcity. There wasn’t 
enough bread to take all the wrinkles out of all the empty bellies. 
There wasn’t enough productive capacity to produce all the clothing 
to cover all the naked backs. So there had to be a struggle as to w ho 
would go hungry and who would go naked. But that concept is anti- 
quated. Because for the first time in human history we have got the 
technical capacity, we have got the know-how to solve mankind's basic 
economic and material needs. 

We can raise enough food to fill every empty belly. We can produce 
enough cotton, enough clothing, to keep warm every naked back. The 
prob lem is: How do we mobilize our productive resources, and commit 
them to the task of satisfying mankind’s basic economic and material 
needs, and having satisfied man’s material needs, then we could begin 
to achieve the higher aspirations of human civilization, because we 
can enable mankind to devote more time and more attention to facili- 
tating the growth if every human being as a social being, as a cultural 
being, as a spiritual being. 

This is why the Communists are wrong. They are still thinking of 
the past, the struggle to divide up scarcity. When we need to think 
in terms of these new concepts, of the glorious opportunity of free 
man, free labor, free management, free agriculture, working in the 
framework of a free economy under a free system of government, to 
cooperate together in creating and sharing economic abundance, so 
that everyone can have more. 

You know it is easier to share a big pie. If you took home a small 
pie and you had 8 hungry children and you had to slice that little pie 
into 8 pieces, you would have a very difficult task. But if you had 
a big pie, it would be very simple. 
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That is essentially our problem. How do we create the largest 
economic pie so that we have the maximum of abundance, so that we 
can share that economic abundance? 

We came out of the war period with a tremendous backlog of 
purchasing power. We had to curtail the production of essential 
civilian goods during the war because we had to divert materials, man- 
power, and industrial capacity to the production of the implements of 
war, in order to survive. The result was that millions of workers 
worked overtime, had high earnings, but they couldn’t buy the things 
they needed. We had this tremendous reservoir of accumulated pur- 
chasing power, and when the war was over, you had the impact of this 
pure chasing power, built up during the war, upon an industrial capacity 
which was not adequate to meet this demand. We shifted, in that 
period, the emphasis to the expansion of our industrial capacity. And 
that was proper. 

But what happened was we traveled that road so far that we cre- 
ated an imbalance in the other direction, because we expanded our 
productive capacity beyond the ability of the American consumers 
to absorb the productive capacity. In other words, we did not 
achieve this dynamic balance between productive power and pur- 
chasing power. 

I am told that in the last 11 years we put roughly $300 billion 
into new factories and similar investment. Not just new factories 
like the old factories, but new factories automated, with the latest 
tools of economic abundance, that technology and science can give us. 

Now, anyone with any economic sense at all would know that when 
you put a great deal of money into new tools, more efficient, more 
productive tools, that ultimately, unless you expand the purchasing 
power of the economy to absorb this increased production, you are 
going to be in trouble. 

Take the automotive mdustry. Gener al Motors, Ford, and Chrys- 
ler, together, in 10 years, put $7.2 billion into new factories, auto- 
mated factories, factories in which the machine is able to turn out 
more and more production with less and less manpower. We are in 
favor of that. We want the best machines that science and tech- 
nology can give us, because we know that the only way we can share 
in higher living standards, in greater abundance, is if we create the 
economic wealth to make that possible. We learned a long time back 
that there are no economic Santa Clauses; that the only way you can 
have more is if you create more, and the only way we can create more 
is to utilize these productive tools that science and technology can 
give us. 

But we get in trouble unless we work on the consumption end of 
the enomoy. We get in trouble because we develop this serious im- 
balance, and when we committed nearly $300 billion to investment, 
to the expansion of our productive capac ity, anyone should have 
known that unless we begin at the proper time to shift the emphasis 
to the expansion of pure hasing power, we were going to be in serious 
trouble, and that is precisely where we are. 

Now, this overall economic situation was further, I think, exag- 
gerated and intensified, by both governmental economic policies and 
by private economic decisions on “the part of our giant corporations. 
We believe that the tight-money policy of the Government was a 
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contributing factor. We believe that there was a kind of obsession 
around Washington on the part of certain people in the administra- 
tion, who thought that balancing the budget was the most important 
thing. I believe that they fail to understand that the only way ulti- 
mately in which you can balance the Federal Government’s budget 
is to have a balanced economy. But if you unbalance the economy 
in your drive to balance the Government’s budget, then you destroy 
any possibility of balancing the Federal Government’s budget. be- 

‘ause the only way you can ultimately balance the Government's 
baat is to have an expanding economy which provides a broader 
and broader tax base upon which to rest the cost of government. 

The tax policies were such that they tended to contribute to the 
creation of imbalance because they placed too much favor and too 
much emphasis upon cutting the taxes of corporations at a time when 
more emphasis should have been placed upon the cutting of the taxes 
of low- and middle-income groups in order to expand purchasing 
ower. 

The fact that the Government stretched out the defense program 
at this very critical time, at the very time when the Government should 
have been trying to feed into the industry as much defense work as 
the budget would permit and the funds appropriated would allow— 
the Government as a part of this economy drive—this obsession that 
Mr. Humphrey had—the Government stretched out the defense pro- 
gram. In the first half of the fiscal year 1958, the Government placed 
contracts equal in value to only 37.7 percent of $16 billion appropriated 
by Congress for this purpose. 

Now, “all of these things together contributed to the intensification 
of the general problem of imbalance that was developing out of the 
fact that we put $300 billion into plant and similiar expansion, and 
we had failed to expand purchasing power comparably to meet the 
new production that this expansion “made possible. 

We also think that big business sunteibuted to this imbalance by 
pricing policies which enabled the giant corporations of America, 
exercising monopoly control and influence in vital sectors of the Amer- 
ican economy, to pursue pricing policies that set aside the law of 
supply and demand. They, therefore, took a disproportionately large 
share of our gross national product, and the fruits of our advancing 
technology. 

You know economic problems are stubborn. They will not yield 
to propaganda. They will yield only to intelligent and rational eco- 
nomic action, and unfortunately in this whole area of wages and prices 
and profits there has been a great deal more heat than there has been 
light. There has been a great deal more propaganda than there has 
been intelligent economic action. 

We happen to share the point of view that if labor tries to get more 
than its share then that is wrong, because that would create imbalance. 

3ut when industry gets more than its share, that is also wrong. Ulti- 
mately, no matter who gets shortchanged, the economy is going to get 
in trouble, and we are in trouble now because these giant corporations 
got more than their share, and workers and consumers and farmers 
have been shortchanged. Until we can work out the kind of relation- 
ship in our economy where we have proper balance, so that you can 
equate these competing equities—there is a competing equity with 
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wage earners, With shareowners, with consumers, W ith farmers—until 
you work out in the economic system, our free economy, which we are 
committed to without reservation, some sensible and rational way to 
keep these competing economic equities in proper balance in relation- 
ship to each other, we will always sow the seeds of imbalance. When 
vou have governmental policies further intensifying the forces of 
imbalance, you get into trouble quicker, and you get there deeper, and 
that is precisely where we are now. 

Now, our union, the UAW, has been trying to work on the price 
front. We proposed last August that the industry cut the price of 

cars a hundred dollars on their 1958 models. We said that we would 
bargain w ithin the framework of the economics that flowed from that 
price adjustment. That proposal was rejected. 

On Monday of this week, we made another proposal to cut the 
prices of cars, because we believe that you are not going to sell the 

850,000 new cars now in inventory until we can get some price cut. 
But unfortuns itely, this proposal has also been rejected. And I say 
it does free labor and free management no good to have a propaganda 
contest, a name-calling contest, because after these charges and coun- 
tercharges are all behind us, and you create a lot of ill will, the stub- 
born unsolved economic facts are still there waiting to be dealt with 
intelligently and rationally by economic action. 

It does no good to say, “Well, the labor unions are responsible for 
high prices because they are in there pounding on the table demanding 
more than their share.” Because the economic facts prove that that 
isn’t so. If we had been getting more than our share, at least that 
larger share would have reflected itself in the expansion of purchas- 
ing power. But if you will look at what happened to wages of the 
average factory worker for the period 1952 through the third quarter 
of 1957, and then find out what happened to the profits of these giant 
corporations—not the profits of all mdustry. 

This is a very convenient technique that the big industrial giants 
use; they always want to talk about the profits of everybody, includ- 
ing the little fellow who employs two people, and the groups who 
are faced with bankruptcy on an increasing scale. They always want 
to use the fact that these people failed to get equity to hide the fact 
that the big fellows have gotten more than their equity. So if you 
take a comparison of what happened to wages in manufacturing in- 
dustry generally, and what happened to the profits of the giant cor 
por ations in America during this critical period when we got into 
serious imbalance—if you take the profits of corporations with assets 
of a hundred million dollars or more—their profits after taxes went 
up 79 percent from 1952 through the third quarter of 1957. Wages 
of factory workers went up only 19.2 percent. The average factory 
wage, after taxes, in the first : 3 quarters of 1957, was $74.97—assuming 
a 4-person family. If factory wages had gone up in the same per- 
centage as the profits of these giant corporations, factory wages would 
have been $112.60, or $37.63 more than they were. 

Now, making propaganda about this will not solve it. If we 
could solve it by propaganda, you wouldn’t be holding this hearing 
today, because there wouldn’t be any economic problems. They 
would have been solved. But they cannot be solved that way. Labor 
and management need to understand, and need to act in the know ledge 
of that understanding, that only as they work their economic prob- 
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lems and their economic relationship so that they and the consumer 
get their equities, and that only if these equities are in the kind of 
relationship that will expand the economy, can we have full employ- 
ment and full production at a higher and higher level. Do you think 
the General Motors Corp. is making a profit on the idle factories? 
Of course not. General Motors has the same stake in a full employ- 
ment, full production economy, as does the General Motors worker. 

Do you think the steel industry operating at 47 percent of capacity 
is making a profit on the idle capacity? Of course not. And the 
Government is not going to get any tax income on the idle capacity, 
or from the idle workers. 

Everybody has the same stake in a full employment, full production 
economy that will yield the maximum economic abundance. We can 
share abundance so that we get continued growth, continued expan- 
sion, so that we can share in even greater abundance. That is the 
whole concept of the American economy. This is what the Commu- 
nists don’t understand, don’t want to understand. Unfortunately, 
there are still a few people in America who make noble and pious 
speeches about the free enterprise system who don’t understand that 
it can work only as we find a way to achieve abundance, and share 
in that abundance. 

You can’t have the economy divided into two airtight compart- 
ments, the production compartment and the consumption compart- 
ment. These two things go together, and they have to have a dynamic 
relationship or you are in trouble. 

That is what we have been trying to get people to understand. Now, 
we got in trouble in 1929. There was no mystery. We had a Cadillac 
production machine, a 16-cylinder job, and we had a model-T dis- 
tribution system. But in 1958, we don’t have a Cadillac production 
machine; we have a high-octane supersonic jet production machine, 
and what we need is a high-octane supersonic distribution machine 
to stay parallel with this production machine. 

I went to work in the automotive industry back in February of 
1926, 31 years ago, roughly. I went to work for the Ford Motor Co. 
when they were making the final model-T’s. The model-T as you 
know, Mr. Chairman, was a very simple piece of mechanism. It did 
a great deal of pioneering in America. 

Back in 1927, to make model-T engines, it took tens of thousands 
of workers working on individual machines. To make a model-T 
engine block from the rough casting to the finished engine block 
took many days. 

But since the model-T we have made great technological progress. 
We now have fully automated engine plants. Ford built the first 
plant in Cleveland. They fed in not a model-T engine block, but a 
complex V-8 engine block, a rough casting right from the foundry 
is fed into this automated machine line, and without a single worker’s 
hand touching that engine block, it comes out the other end fully 
machined in 14.8 minutes. Is that good or bad? That is not a de- 
cision that the engineer with the slide rule who helped develop those 
automatic machines is going to decide. That is a decision that you 
and I as citizens of our great country are going to have to find an 
answer to, in the human and social sciences, not in the physical sci- 
ences. QOne of our problems is that we know much more about how 
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to work with machines and materials than we know how to work with 
people. We have got to find a way to equate our scientific and tech- 
nical and production know-how with comparable human social and 
moral know-how. 

There has got to be a purpose behind our technology. This is our 
great challenge. I went through the Ford plant in Cleveland and 1 
have told the stor y many times. Acres of these machines, and a few 
workers here and there, sitting before a master switchboard on 
which there were red, green, and yellow lights. When all the green 
lights are on, it means every operation in that factory is performing 
to standard. 

When an amber light comes on, it means the machine is still operat- 
ing, but the tool is becoming fatigued; the worker gets a new tool, 
goes over to that station, No. 32, st unds there until the red light comes 
on. Then the machine stops automatically. The worker pulls the old 
tool out, puts the new one in, the green lights go on, and on she goes. 
If the machine bores a cylinder block two-tenths of a thousandth too 
small, it electrically measures the size of the whole, sends an impulse 
to the brain, and makes an adjustment. ‘The tool comes down and 
makes another cut. 

That is good. We want these kind of machines. But our job is to 
find a way to gear this advancing technology to the unfilled needs of 
the human family, and then down the road someplace we are going 
to have more leisure, and find a way to create the kind of society in 
which people can use that leisure, creatively and constructively. This 
is the area in which we are going to win or lose with the Communists. 
It is the area in which we have to equate material progress with hu- 
man progress, in which we have to translate technical progress into 
basic human values. This is the area where freedom will win or lose, 
and this is the area where America has got to provide the answers. 

Great Britain has a tremendous democratic tradition, a great demo- 
cratic heritage. But she lacks the economic resources. There are 
other countries in the world that have the resources but don’t have 
the democratic heritage. We have both. And we have got to provide 
the leadership and find the answers. 

A worker in Detroit says “Well, if automation is a good thing, how 
come I am unemployed?” That is a fair question. He says, “If I 
work harder, I have no assurance that greater economic abundance 
will give me security and a higher living standard. It may put me on 
the street.” And that is a fair statement. We have to show these 
workers that utilizing the tools of abundance will not threaten their 
security but will give them greater security. 

We have right now in the city of Detroit very serious unemploy- 
ment. We have a higher percentage of une mployment, perhaps, than 
in any other major industrial center, nearly 17.5 percent of the labor 
force. Why? Because we know how to make automobiles better than 
we know how to sell them. We can turn out between 9 and 10 million 
new cars, based upon the present capacity of the automotive industry, 
and if we sell 5 million cars this year, we will be doing well. If we 
use 50 percent of the productive capacity of the industry, we will do 
well. 

We have more than 850,000 new cars in inventory. That represents 
not only inventory in the automotive industry. But it is a tremendous 
inventory for many other industries. It represents 1144 million tons 
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of steel. These new cars represent 30 million pounds of copper, 120 
millions pounds of lead, 60 million pounds of zinc, 25 million square 
feet of plate glass, 270 million pounds of rubber, including 414 million 
tires, and millions and millions of yards of textiles and leather, and 
plastics, that go into the upholstering of these new cars. 

So here is a tremendous inventory of all of these basic materials 
as well as automobiles. We are going to have further layoffs in the 
auto industry to deplete these inventories. And when we lay off in 
auto, you have an immediate feedback to steel, and they lay off. 
Instead of the steel industry operating at 48 percent of capacity, it 
will go below that. The rubber industry goes down. The glass in- 
dustry goes down, and all of these other basic industries. 

So, we say that we have got to find a way to move these inventories. 
We have got to find a way to get high-velocity purchasing power in 
the hands of the American people so that the *y can begin to consume 
what we are ¢ ‘api able of producing. 

Now in Michigan, where we have got a concentration of the auto- 
motive industry, we have now roughly 14.0 percent of the insured 
labor force unemployed. But in States like Maine, where you have 
got a more balanced economy, more diversified industry, and a bigger 
agricultural base, they also have 14 percent, in the State of Maine, of 
the insured workers unemployed. In West Virginia, it is 12.8 per- 
cent. States as wide apart in terms of geography and in their indus 
trial complexes as Kentucky and Montana; both have 12.7. 

So you have a broad general problem. And, Mr. Chairman, we 
get no reassurance out of the figures released by the Secretary of 
Commerce yesterday. You can put it in the headlines that there is 
a reduction of 78,000 in the unemployed list and if you can draw any 
optimism out of that, it is only because you are running away from 
the economic realities of the present situation. We should have had 
between 200,000 and 300,000 reduction in the unemployment, based 
upon normal seasonal factors. When we only get 78,000 reduction, 
instead of this higher figure, this is not a sign of optimism. This 
ought to be a warning that things are getting worse. 

Now, we have got roughly 714 percent of the total labor force 
unemployed, and it seems to me that we have got to recognize that 
the unemployed picture in the basic manufacturing industries is 
steadily becoming worse. When the auto industry starts to deplete 
these large inventories, you will have a snowballing effect in which 
negative economic factors will compound, in which unemployment 
will breed even greater unemployment. 

Here is Fortune magazine. I don’t think anybody will say that 
this is a propoganda magazine of the AFL-CIO. Here is what they 
say in their February issue, quoting one very short sentence: 

All in all, the chances are that unemployment will be greater 1 year hence 
than it is now. 


This is what Fortune magazine says. I think they are right. I 
think that if we continue with a policy of wait and see, on the hope that 
spring and the robins will bring an upswing without governmental 
action, we are inviting serious trouble. Only the Federal Govern 
ment has the initiative and is in a position to come up with the kind 
of prompt and adequate measures equal to the dimensions of this 
recession. I believe that the list of the items that ought to be carried 
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out by the Federal Government ought to be based upon the kind of 
program that will give you the maximum high-velocity purchasing 
power in the hi inds of the people who will spend that buying power 
in the marketplaces of America. 

That is why the American labor movement has been urging that 
the first thing that needs attention is to try to raise the level of unem- 
ployment compensation and to extend the duration of those benefits 
to meet the tragic problem of unemployed workers and their families. 

We believe that in this situation we ought to not only just meet the 
emergency. We ought to build in some Jong- overdue improvements, 
by Federal standards, because our unemploy ment system is not ade- 
quate to provide the kind of cushions we need, and the time to over- 
haul this is now because the need is real. So we would urge that 
as the first and top priority. 

Now, the second thing that we would urge would be a tax legisla- 
tion: We believe that you ought to have a general tax cut, but that 
the major emphasis ought to be upon the low and middle income 
groups, because when they get more purchasing power, they will 
spend it. If you give the people who need it the most the greatest 
tax break, you will make the greatest contribution to expanding high 
velocity purchasing power and that will be the greatest contribution 
tothe American economy. 

[ personally have been advocating that the Congress give consider 
ation to a temporary moratorium on withholding tax. If the reces- 
sion continues to deepen, this would be the most effective way to 
immediately get an impact of a tax reduction upon the economy. 
Because if you had, for 60 or 90 days, a moratorium on w ithholding 
taxes, this would put roughly a half billion dollars per week of high- 
velocity purchasing power into the pay envelopes of workers and sal- 
aried workers throughout the country. Half a billion dollars a week, 
and this would give the whole purchasing power a tremendous push 
in the right direction. 

We believe also that for the period of emergency, action ought to 
be taken to abolish the excise taxes. Then we ought to take a long- 
range look at what ought to be done in terms of the tax problem in 
the future. But for the emergency, certainly, take the question of 
the 10 percent on automobiles. That came about during an emer- 
gency, when we needed to discourage the purchasing of consumer 
goods, and we needed to expand our tax base. But if we could get an 
abolition of the excise tax on automobiles, it could have a tremendous 
impact upon the disposition of these 850,000 cars in inventory, and 
would help the whole economy. 

We believe also that no single action of the Government will meet 
this problem. We think unemployment compensation is necessary, 
a tax cut, and we favor a comprehensive and accelerated public works 
program of school construction, housing, hospitals, roads, and re- 
sources development. 

Certainly, Mr. Chairman, at a time when we have idle capacity and 
idle manpower, this is the time when we ought to try to overcome the 
serious and tragic deficits in our educational system. This again is 
not only a matter of providing our children with the kind of adequate 
educational opportunities that every child in America is entitled 
to, but it is a part of the struggle for survival. The Russians are 
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making a great effort to expand their technical base and to train com- 
petent manpower, and we are losing out, not because the Russians are 
better, but because we are not making the kind of effort to expand 
educational opportunities that we need to make. 

The American labor movement is proud that we were in the van- 
guard many, many years ago, fighting for free public education, be- 
cause we believe, with other people, that every child is born in the 
image of God. Every child ought to have the kind of educational 
opportunities which will facilitate its intellectual and spiritual 
growth, not limited by an inadequate schoolhouse that has 45 chil- 
dren under 1 underpaid schoolteacher. The right of that child 
to grow should be limited only by the capacity that God gave it to 
grow, and not for any reason that we may inflict upon that child’s 
right to grow. 

We are here, the richest country in the world, and we are denying 
millions of our —s the opportunity of maximum growth and 
development. I think it is a great tr age dy that we se« - more con- 
cerned with the aati of our plumbing than with the adequacy 
of our educational system. ‘This is an area in which we can get jobs, 
we can get moving forward, as in the area of slum clearance and 
hospital and road construction—there is plenty of unfinished work 
in America. We need to commit our manpower and our resources 
to getting these things done. America will be stronger, it will be 
better, it will be a better living symbol of what freemen, working 
together in a free economy, under free government, can achieve. 

We need to work on the social-security system, to proy ide our older 
citizens a larger measure of security and dignity. We recommend 
strongly that one of the areas that the Congress give attention to is 
the problem of hospital medical care. It is in the period of retire- 
ment when people need the most care, and when your economics make 
it impossible for you to have access to it. We believe this is an area 
in which the social-security legislation ought to be extended. 

We think minimum wages ought to be dealt with and we support 
H. R. 4575 to expand coverage, because we believe that if million 
* workers who are now denied the coverage of the minimum wage 

“an come under that protectic n, that this will be high velocity pur 
easton power in the hands of people who will spend it. 

A fellow who is getting less than the minimum wage, who is raised 
to the minimum wage, I can assure you, doesn’t have salt brine barrel 
in the basement to salt away his excess purchasing power. Every 
dollar you give him under the minimum wage will be translated into 
high-velocity paar hasing power. 

On the distressed area problem: This is a probl m of serious pro- 
portions. This is a cali which is aes dy very critical and will 
become more critical in the period ahead, because the things that have 
created the problem, all of the forces that ‘hem made for the present 
difficulties, are moving ahead at an accelerated rate. 

There are many reasons why there are distressed areas. There is 
the problem of decentralization of industries, that way back were 
centralized and decentralized as the markets changed. There is the 
impact of technology. Automation makes old factories obsolete, and 
they build new factories some place else where there is plenty of land. 

Resources, natural resources, which were the basis of an industry 
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locating in one community, are exhausted. As we are able to harness 
the atom for peaceful purposes, as we are able to make commercially 
feasible atomic reactors for the production of power, this is going to 
have a tremendous impact upon the basic location of American in- 
dustry. An industry may have located at a given place because it 
had access to hydroelectric power, or in anot her place because it had 
a steam plant and access to coal. When it gets access to atomic power, 
it can locate any place. One truckload of atomic fuel will operate « 
large reactor for 25 years, and so you can put it anywhere, unrelated 
to the normal resources of power. This will have a tremendous impact 
upon the whole pattern of industrial America. 

And so, all of the things that make for blighted areas, for distressed 
areas, all of the factors that contribute to the present problem, are 
going to intensify the problem of tomorrow. ‘This is why we need 
to deal with it now, and make an effective and adequate beginning. 
Otherwise, the dimensions of the problem will become more serious, 
and the deeper we get into the hole, the more costly it will be to 
extract ourselves economically and the greater cost it will be in terms 
of human values. 

You know one of the problems we have is that there is no place in 
America where you can get a total look at this problem. General 
Motors and Ford know all about automation and the new tec hnology 
as it will bear upon the future of the automotive industry, and I think 
that they do a very competent job in the technological field. What is 
true of the automotive industry is true of steel, true of the chemical 
industry, and the electrical industry. They each know their own 
industry. 

You can ask General Electric, what about tomorrow? And they 
will tell you. You can ask Du Pont, what about tomorrow? And 
they can tell you. They can tell you about their own industries, as 

can General Motors tell you about the automotive industry. But there 

is no place where we can pull together the sum total of technical com- 
petence, get the projection of where we are going, and the impact 
of this upon the total economy in terms of plant location and so forth. 
That is why we have advocated for some time, a governmental tech- 
nical clearing house, not to make economic decisions, but to pull to- 
gether this information so that some place you can get a total look 
at the impact of technology upon this problem. 

One of the problems we have in an area like Detroit is that the 
automotive industry was highly centralized in Detroit and in Michi- 
gan, and as the market changed in character, the industry began to 
decentralize. The General Motors Corp. decentralized first, and over 
a longer period of time. The impact of that upon Detroit 
and Michigan was minimized, because they did it early and over a 
longer period. 

Ford decentralized next, and they did it in a shorter period of time, 
and the impact was greater. 

The Chrysler Corp. is just now doing it, and because they are do- 
ing it late, the impact is going to be more serious upon Detroit. 

Now, they move a plant out of Detroit. First of all the old plant 
is obsolete, and we can’t find ground in Detroit to build a new one. 
The new factories are 1-story factories, and the old factories in 
some cases are 6 and 8 stories. Ina city like Detroit we need Federal 
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help for a broad industria] rehabilitation and redevelopment pro- 
gram so that we can make available new industrial sites within 
Detroit, and other industrial cities have the same basic problem. 

We have been told that there are 615 companies that have expressed 
an interest in coming into the Detroit area, but they can’t find land 
area sufficiently large to construct the kind of 1-story modern fac- 
tories that they want to build. So what happens? They go else- 
where. And Detroit then is robbed of the tax base. We have tremen- 
dous investment in Detroit in utilities, sewers, and powerplants. 
People have their homes there, we have churches, we have our com- 
mercial establishments, we have our schools, and with the factories 
running away, the problem of the average big industrial city is going 
to become more and more acute. 

Now, we are working on this problem, Mr. Chairman. We are do- 
ing everything we can, on a nongovernmental basis. We have 
mobilized broad community committees. The UAW provided the 
initiative a couple of years back. In cooperation with the City Coun- 
cil of Detroit, and with management groups and commercial groups 
and the public generally, we organized what we call a citizens rede- 
velopment committee. A year later, we converted that committee into 
a citizens nonprofit development corporation, and we are now develop- 
ing for housing a section of the lower east side of Detroit. The mayor 
of the ¢ ity of Detroit has been providing leadership. He has set up 
a broad economic development committee to deal essentially with the 
problem of rehabilitation on the industrial front and redevelopment. 

But the resources of the city of Detroit, like the resources of most 
industrial cities which have a distress problem, are not adequate to 
meet, this problem without Federal aid. That is why we believe 
that Federal aid is imperative to provide the assistancce necessary to 
do this job. 

I would like to make a plea to people in American political life, 
that we keep this problem of distressed areas out of politics. This 
is not something people ought to get a political and partisan advan- 
tage out of, by saying “you are responsible because a factory moved 
out of your neighborhood, and if you hadn’t created this kind of 
political climate “they wouldn’t have run away.” That is what they 
have been doing in Michigan. When the Chrysler plant moved out 
of Michigan they said, “Well, if we didn’t have this unfavorable po- 
litical climate the corporation wouldn’t have gone out.” 

That isn’t true. Chrysler Corp. built a new plant in Delaware, 
Md., to assemble Plymouths. Why? Because the Chrysler Corp. 
had "developed a larger market on the east coast than in any part of 
the country, and they didn’t have an assembly plant there. Ford has 
assembly plants on the east coast, General Motors has, but Chrysler 
didn’t. They went to the east coast so that they could assemble a 
car there, ship it knocked down, assemble it near the market where 
they were selling the cars. They went there for economic reasons, 
not for political reasons. 

Strangely enough, the next plant that they are going to move is 
from New Castle, Ind. Now, in Indiana they are supposed to have 
a very favorable political climate. There is even a State right-to- 
work law. But they are moving a plant out of Evansville, Ind., be- 
cause it is obsolete. It was built there many years ago, when the 
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Ohio River was a main means of distribution. But the market has 
shifted and this plant is obsolete. They are building the new plant 
in St. Louis, where the political climate is more like it is in Michigan. 

It has nothing to do with polities. And you do a great disservice 
to the solution of this whole problem if you try to play politics with 
this, because plants are going to move out of communities that are Re- 
publican in character, that are Democratic in character, States that 
are under Democratic or Republican administration. What you have 
got to do is to recognize this is an economic problem and you have got 
to deal with the economic cause if you are going to solve it. 

It doesn’t do any good to say, “Well, you are losing factories in 
Michigan because of politics.” When the Chrysler “Corp. moves 
an assembly plant from Detroit to Delaware, Md., because that is 
where the market is, let’s recognize that, and let’s deal with the eco- 
nomic problem in Detroit. And when they move the Evansville plant 
as they are going to—and there were 3,500 workers in that plant, it 
is going to have a tremendous impact upon Evansville, Ind.—when 
thev move out of there, I don’t expect the Democrats down there to 
beat the war drums and say, “Well, you say if w e had a Democratic 
administration Chrysler wouldn’t move this plant.” They would move 
it just the same because it has nothing to do with polities. It has 
everything to do with economics. 

What we need to do is to recognize that the old industrial cities of 
America developed their industrial base during a different historic 
period, when the technology made for greater centralization. ‘The 
present technology provides for decentralization in terms of new 
markets. The old technology made 6-story factories efficient, and 
when the new technology requires broad, one-story factories that 
take up large new land areas, not available in an old city unless we 
gel Federal aid to tear down the old factories and to provide new 
industrial sites for the building of modern factories. These are the 
problems and I believe we ought to try to look at them honestly and 
fairly and based upon the economic facts and not try to exploit them 
one way or the other for partisan } political advants ge. 

We believe also, Mr. Chairman, that a review of the governmental 
procurement policy is in order. There has been a lot of fancy talk 
and a lot of headlines about the Government’s procurement policy 
if an area is distressed and if it is in the category of being a labor 
surplus area, why then we are told you get preferential treatment 
on the placement of defense contracts. It sounds ve ry good. 

But in practice it has been practically meaningless. Of the 86 
distressed areas in which vou have got a surplus labor force, and 
which are therefore eligible for this preferential treatment, only 3, 
in the last 6-month period in 1957, received any preferential treat- 
ment. The amount of the defense contracts put in there was so small 
that they could have done it with an eve dropper. It was less than 
a million dollars; to be exact, $927,260 worth. When you measure 
that against the defense appropriations you can see how insignificant 
this was. I think that we need to approach this on the basis that 
where there is a surplus of manpower, a real distressed area, and you 
have got industry there that can do a bigger job in the defense pic- 
ture, that they ought to get more consideration, and that we really 
ought to put some teeth into the practical implementation of the 
defense procurement policies. 
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We also think, Mr. Chairman, that you need the flexibility that 
is suggested in the Spence bill, which is the matching bill for the 
Douglas-Payne bill, flexibility on the part of the Administrator, so 
that we don’t have rigid concepts in approaching the problem of a 
distressed area. You will not find two areas that will be precisely 
comparable, either in terms of the geographic or the political sub- 
divisions. The problem may have to be met in terms of the munici- 
pality where it exists or as a county or a group of counties. 

The problem will vary based upon the industrial character, based 
upon the whole way that the industry and the economy of that area 
develops, and the Administrator ought to have sufficient discretion 
and flexibility so that he can work out a rational and workable ap- 
proach to the question of political subdivisions or industrial area as 
he applies the terms of this distressed area bill. 

I would like also to strongly enforce and urge adoption of the re- 
training provisions of the distressed area bill. Workers, obviously, 
if they are going to be slotted into new jobs, will need to be retrained, 
so that they will be competent to fill those new jobs. Unless we have 
a retraining program that will provide a worker and his family with 
financial assistance during the period of retraining, you will find that 
a fellow will not avail himself of the opportunity to be retrained be- 
cause he can’t afford to. He has got to be out scraping to keep his 
family alive. Therefore, a retraining program has to provide both 
for opportunities to be retrained, and economic support, so that a 
fellow can take advantage of the opportunities. 

I would like also to urge that labor representation be given a place 
on the ad hoc industry advisory committees referred to in the bills, 
because I think labor has a constructive contribution to make. If you 
will check what is happening in Detroit in terms of this broad problem 
you will find that the labor people who are serving on these various 
committees are making a constructive contribution. 

I think it is very important, Mr. Chairman, that in any bill directed 
toward the meeting of the problems of distressed and blighted areas, 
that you provide for relief in those areas by encouraging economic 
growth and expansion there, and not by robbing some other community 
of jobs that they need. There is no value to robbing Peter to pay 
Paul, and if one community gets relief only by taking it away from 
another community, we haven’t made any progress; we have just 
shifted the problem. 

We need a solution based on economic growth, and not by stealing 
from neighboring States or neighboring communities. We believe 
this will require both loans and grants to the communities, who have 
a tremendous backlog of unfinished work, in terms of industrial rede- 
velopment and the public facilities involved, and in terms of building 
essential community facilities. 

I would like to call your attention to the issue of the Engineering 
News of March 27, 1958, which said that communities in America, 
the States and municipalities, had a backlog of $50 billion in public 
works that they need to push forward. 

Now, the Senate has come forward with a bill appropriating a 
billion dollars to help in this area. We would hope, and we would 
strongly urge, that the House of Representatives pass a bill supporting 
the higher figure of $2 billion contained in the Spence bill. We believe 
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that if you pass that higher figure, with a big enough majority, you 
might influence the Senate and get them to come more near your figure, 
because we think your figure is more adequate. 

We think that consideration has to be given to small business. 
Small business makes a very vital contribution to the economic well- 
being and the health of the American economy. They contribute in 
many diversified fields, and this is a period in the development of our 
technology where there is an irresistible trend toward economic 
concentration. The tools of production become more expensive. 
Obviously, it takes more capital, and we believe that small business 
must be given consideration and relief. 

We believe they are entitled to tax consideration, and we believe 
that you must find a way to make it possible for small business to 
have access to adequate capital at rates that they can afford to pay. 

Just look what happened to small business under the tight-money 

licy, and you will find that more and more they had increasing 

ifficulty. They did not have access to adequate capital, while the 
big corporations—just taking GM, Ford, and Chrysler—they have 
had no trouble getting capital. They have been able to meet most 
of their capital needs out of earnings, a very high percentage, and 
this is true of many other big corporations. But the little company 
is in trouble. We believe that t ey ought to get relief on the tax 
front, and we believe that some means “must be found to make it 
possible for them to get adequate capital. 

Now, Mr. Chairman, I have gone over a large number of things, 
and I have covered a broad area, but I would like to point out that 
only prompt and adequate Government action at this level, only Fed- 
eral Government action, in our opinion, will get t America back to 
work, and will achieve this dynamic expanding balance in our econ- 
omy, so essential to growth, prosperity and so essential to doing the 
jobs that need doing. But before I close I would like to take just a 
couple of minutes to relate this to the question of foreign aid. 

Nothing would be more tragic, nothing would be more short- 
sighted in the long struggle between the forces of freedom and the 
forces of Communist tyranny, than if we became so completely ab- 
sorbed in our own domestic economic problems that we lost sight of 
the challenge that we need to meet in the world—not only on the 
military front, but on the economic front. 

Mr. Alan Dulles, the Director of Central Intelligence Agency, said 
yesterday before the chamber of commerce what we have been saying 
for a long time, that the basic struggle in places like Asia, between 
free men and the Communists, is not going to be won on the military 
front; it is going to be won on the economic and social front. It is 
not going to » be won on the battlefields. It is going to be won in the 
rice fields. And only America can provide the kind of leadership 
that can mobilize the economic forces and the will be the free world 
to help meet the challenge of economic penetration and _ political 
subversion which the Communists are going to step up. 

Last year I went to India. I was asked to go by people in govern- 
ment, and by people in the trade-union movement, in order to help in 
any way I cJuld to mobilize the forces of freedom in India, to offset 
the drive of the Communists. I went all over India, making speeches, 
meeting with people in the big cities and in the villages. I went into 
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an industrial exhibit in Bombay, where the Russians have a perma- 
nent industrial exhibit, and I spent several hours there looking at the 
equipment and the machinery. This is not just something that they 
are going to do as a little side issue. They are playing for keeps in 
Asia, where a majority of the human family reside. I went up toa 
big dam in northern India; they are building a dam second only to 
Boulder Dam in height. It will irrigate 10 million acres of land. 
They are going to harness the flood waters of the monsoon period and 
irrigate the parched lands during the 9 months when there isn’t x 
drop of rain. This dam means the difference between famine and 
raising of living standards, and I saw their poverty in its most ugly 
and naked form. 

You can read statistics about poverty, but poverty is not something 
that you can understand intellectually. You can only understand 
poverty with your heart. You have got to feel it. And when you 
see these people—I: ist year the average per capita income in India 
was $56 for the whole year, 70 million people had less than $20 income. 
So I saw this big dam they were building and I saw some equipment 
made by the members of my union in Peoria, Ill., Caterpillar Tractor 
equipment. They had 3 or 4 pieces of equipment there, moving a 
mountain to build this dam. Behind the earth-moving equipment 
they had hundreds of people with little burros, with straw baskets 
tied on the backs of these burros, filling them with wooden shovels, 


carrying them up the mountain and dumping them over. And 
behind a burros, were women and children with baskets on their 
heads, carrying the mountain on their heads. And I said to the chief 
atienie;* ‘If you had more equipment such as we make in the Peoria 
tractor works, could you do this job quicker ?” 

He said, “Sure, we could maybe harness the floods a year earlier, 
ind raise the production of food that much quicker, i the positive 


fight to take the wrinkles out of empty bellies, because the Com- 
munists have perfected the technique of forging into power. But,’ 
he said. ““we can’t afford it.” 

Then I came back home. <A couple of months ago Life Magazine 
ran a feature story on the tractor plant in Peoria. We had 19.000 
workers working there. There are now less than 12,000 and they are 
working 4 days a week and we may have some further layoffs. They 
have acres and acres of machines stored down there that they can’t 
sell. If India could have 1 week of the last ae duction, not the pro- 
duction they are turning out, but the lost production, it could maybe 
tip the se ‘ales in favor of freedom’s cause in Asia. 

These are the things we must understand. And I say the American 
economy is freedom’s greatest material asset, if we will mobilize it, if 
we will put America back to work, we can have higher living stand- 
ards in America, better education, more security. We can have a 
stronger defense position, and we can he Ip the underprivileged people 
of the world to help themselves in the positive struggle 

The problems are real. It will take effective action on your part 
to reverse the trend. Despite these problems, Mr. Chairman, I have 
unlimited faith in the anon of free men. I say neem a can meet 
aor crisis, we can find a way to get America back to work, and we 

‘an prove to the people ‘of the world that we can ac hie ve more eco 
nomic security within the framework of basic political and spiritual 
freedom. 
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This is what is at stake. This is more than economics. We are on 
trial before the people of the world, and they will judge us not by our 
solgans about democracy’s virtues, but they will judge us by our prac- 
tical performance. We need to get the American economy back in 
high gear to demonstrate that we know how to meet these practical 
human problems, and gear the American economy to our peacetime 
hopes and aspirations as we were able to gear the American economy 
to the challenge of war. 

l appreciate very much this opportunity, Mr. Chairman. 

The Cuatrman. Thank you, Mr. Reuther, for your very splendid 
presentation. I will now call the committee under the 5-minute rule. 

You are in favor of the bills that are presented to the committee in 
this hearing / 

Mr. Reuturr. We favor specifically, if you are talking about the 
distressed area bill, we favor the approach which you are making. 
We hope that the more adequate figures which you have suggested 
will ultimately be incorporated in the community facilities bills, 
because we believe that the dimensions of the problem require the 
larger funds. 

The CHarrMan. And the community facilities bill. You are in 
favor of that ? 

Mr. Revuruer. That is right. I am talking about that specifically. 
As I understand you are proposing a figure of $2 billion and the 
Senate has adopted a figure of $1 billion. 

The CHatrmMan. Yes, sir. 

Dr. Talle 

Mr. Farrer. Thank you, Mr. Chairman. Thank you for appear- 
ing as a witness before the Banking and Currency Committee, Mr. 
Reuther. 

I don’t know whether you heard what I said or not. 

Mr. Reutner. I am afraid I didn’t. 

Mr. Tair. I said thank you for appearing before this committee 
as a witness. 

Mr. Reurner. Thank you. 

Mr. Tauie. I thoroughly agree that such a serious matter as assist- 
ance to distressed areas should be considered without reference to 
whatever political prejudice might enter into it. There are a number 
of other issues too that could be solved better if such prejudice could 
he laid aside. 

| express the hope that that can be done. This is a large com 
mittee, there is little time left, and therefore, I will forgo further 
questioning, Mr. Chairman. 

The CHairman. Mr. Brown 

Mr. Brown. Mr. Reuther, you have made a very interesting and 
informative statement. I hope we can find a way to get full pro- 
duction and full employment. 

Should we have $55 billion more goods in this country, would we 
consume them here or would we have to ship them abroad ¢ 

Mr. Revruer. I think that, to begin with, we always underestimate 
the potential market for the consumption of American production. 
There are millions and millions and millions of American families 
who need the things that we are producing, and that we are prese — 


pe S 


not selling. There must be many millions of families who need : 
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good refrigerator, or deep freeze, or a good electric range, and many 
of the other consumer goods. I think that we need to develop the 
American market, and obviously, we need to expand trade with the 
rest of the world because the only way the free world can be strong 
is to exchange its commodities so that we can get the benefits of the 
economic advantage that any country may have if we can share it. 
So, first of all we ned to expand our own market, and we need to 
expand world markets, too. 

Mr. Brown. Thank you very much, I agree with you. That is all, 
Mr. Chairman. 

The Cuarrman. Mr. Reuther, could you come back this afternoon 
if we don’t finish with the interrogation now ? 

Mr. Revruer. I could. I have another meeting, but I would be 
glad to accommodate the committee. 

The Cuarrman. It depends on whether we can get authority from 
the House. Perhaps wecan get through. 

Mr. Widnall 

Mr. Wipnatu. Mr. Reuther, as I was listening to your fine talk, 
I couldn’t help but think, when we characterize this as an automobile 
depression, that maybe Charlie Wilson might have been right when he 
said what was good for General Motors was good for the country and 
what was good for the country was good for General Motors. Would 
you care to comment on that ? 

Mr. Revutruer. You know, I got to know C. E. Wilson very well, and 
I still have great respect for him as a person. I have disagreed with 
some of the governmental policies that he recommended. I think that 
what Mr. Wilson was saying, in effect, was that the economic well being 
of all groups is inseparably tied together, and you can’t really make 
progress in a vacuum. I think that at the time he said that he put 
the Government second when he should have put General Motors sec- 
ond, but I think the basic idea he was expressing was sound, that Gen- 
eral Motors certainly can’t be prosperous unless America is prosperous 
and I think that is very true. I happen to share that point of view. 

Mr. Wiwwnatt. Mr. Reuther, what you have just said is what the 
interpretation certainly should have been at the time, because every- 
body knew that was exactly what he meant. But what you are say- 
ing now about keeping politics out of consideration of the distressed 
arees bill, I couldn’t agree with you more heartily, than when you make 
that statement. Unfortunately, there seem to be some people in Wash- 
ington who think that everything a Democratic member says is factual 
and nonpolitical and everything a Republican says is nonfactual and 
political. We want to get the answers. We are very grateful to you 
for expressing yourself so forcefully today in connection with this 
legislation. 

Mr. Revruer. Thank you. 

The Coamman. Mr. Patman—— 

Mr. Parman. Mr. Reuther, I enjoyed and appreciated your state- 
ment. You have helped us out greatly in our consideration of the 
bills before us. 

I was particularly impressed by your statements about full pro- 
duction and full employment, adequate purchasing power, our chal- 
lenge to keep ahead of Russia, preserving our educational opportu- 
nities and expanding them, and about leadership. 
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The statement just made by my distinguished colleague, to the 
effect that this is an automobile depression, I respectfully disagree 
with, because I think it is more a tight-money, high-interest depression, 
than an automobile recession, although the automobile industry has 
been affected by the tight money and high interest. 

You made the statement that capital requirements of large concerns 
are being taken out of earnings. Reduce that to its simplest terms, 
Mr. Reuther. Doesn’t that mean that the manufacturers are charging, 
say $100 or $200 extra on every automobile, and requiring the con- 
sumer to pay that extra amount so as to put it into their funds to 
expand facilities and to build new factories and to enrich further their 
existing stockholders? Isn’t that what it means? 

Mr. Revuruer. Yes, sir. I think as a practical matter, Mr. Patman, 
the self-financing means that the consumer, the people who are pur- 
chasing the end product of a given industry, is being required, in the 
price structure, to finance future expansion. 

This is a very interesting change in the whole concept of our free 
enterprise system. The theory was that when you needed money you 
went into the money market and borrowed money and then you used 
that money. 

In this case, the big three in the automobile industry—and this is 
true in many other basic industries—they have gotten the largest 
percentage of their new capital essential to expansion out of their 
price structure, paid for by the American consumers. 

Mr. Parman. Isn’t that hurting our private enterprise system ? 
Instead of allowing each person to pay $100 or $200 less for an auto- 
mobile, and invest that money himself in General Motors, Chrysler, 
or Ford, and get the benefits of it in dividends or interest in the 
future, consumers are compelled, through this administered pricing 
system, to furnish the capital to the existing stockholders for the 
benefit of those stockholders. 

Mr. Revutuer. Well, I certainly believe that it represents a very 
drastic shift in our basic concept of how the money market should 
operate in America. Certainly, in this case the consumer, in effect, is 
financing the expansion, but is not getting the equity that his con- 
tribution represents. 

Mr. Patman. Yes, I thoroughly agree with you. That has been 
going on for some time now, and it is being accelerated. Some con- 
sideration should be given to it by Congress. 

A well-known economist, Professor Samuelson, of MIT, recently 
testified before the Joint Economic Committee. The papers reported 
him as being very outspoken in complaining there has been a shock- 
ing failure in the Government to recognize the seriousness of the re- 
cession. Of course, I call it a depression, too. A recession-depres- 
sion. He said that the Federal Reserve was so obsessed with the prob- 
lem of inflation that it pursued the tight money policy too long. 

You stated that you felt that the tight money policy made a con- 
tribution towards this recession or depression. But don’t you think 
that the Federal Reserve Board has waited too long to loosen credit, 
and that it has failed to do as much as it should in that direction, 
Mr. Reuther? 

Mr. Reurner. I share the point of view that the tight money pol- 
icy came into being after the problem it was supposed to check was 
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no longer the problem. I think the whole question of monetary pol- 
icy is a very delicate one and timing is all important. I think that the 
tight money policy came into being at a time when they thought they 

were dealing with inflation and already we were dealing with reces- 
sion. I think the tight money policy was a very important contribu- 
uting factor to our present difficulties. 

Mr. Parman. And don’t you think there has been a diversion of 
purchasing power as a result of the Federal Reserve tight-money 
policy that enters into this question ina big way? That is, the people 
are paying such high interest on the enormous debts, public and pri- 
vate, which we have today, about $10 billion in excess of what they 
would have had to pay at 1952 rates. Divide that by 172 million peo- 
ple and you will find it is $60 per capita, an id for a family of five, $300. 

That means that a family of five will have to divert purchasing 
power, money that they normally would spend for durable goods, such 
as autos, appliances, or for other comforts and necessities of life, into 
higher interest and service charges of different kinds. Whether a 
person actually obligates himself on an installment note or not, he will 
find these high interest costs in the taxes he pays to his local govern- 
ment, or to his State, or his Federal Government, and in the prices of 
food that he buys. Don’t you think that the diversion of purchasing 
power has aggravated this situation, Mr. Reuther / 

Mr. Revutruer. I quite agree that that further created imbalance. 
The tax load, and the higher interest rates that were being paid by 
millions of American people, consumers, was money that would other 
wise have been reflected in purchasing power. Instead it was siphoned 
off into the hands of people who alres udy had the things they needed 
and therefore didn’t spend this money and to that extent this thing did 
help toe ‘compound the forces of imbalance. 

The Cuarrman. Mr. Mumma. 

Mr. Mumma. Mr. Reuther, you know this bill being discussed is the 
distressed areas bill. But it seems to me that for the last 2 weeks about 
90 percent of our time has been taken discussing the economic condi- 
tions in our country. This bill should really be before the Ways and 
Means Committee, who have charge of the taxes. 

Now, I am no economist, but isn’t there a factor in that General 
Motors—lI have no stock in General Motors either—but isn’t it a fact 
that they are trying to provide their financing within their organiza- 
tion a talk about the small-business man. A lot of small-business 
men I know, instead of riding around in more expensive cars and 
having a big house, are putting the money back into their business. 
Now that, I think, is the situation for General Motors. Chrysler has 
borrowed a lot of money in the market. General Motors is trying 
to spend ite own money for expansion. There is a limit to the money 
they can keep under the income tax—some 27 percent. 

This also reminds me of a statement in the Congressional Record 
last year, I don’t know exactly under what date, on what it costs to 
replace equipment today. There was the particular case of the 
Thompson Products Co., of Cleveland. I don’t know whether they 
are friendly with your people or not. But anyhow, they have a ma- 
chine that cost them $5,000 originally. When the machine is worn out 
and charged off, they sell it and get about a thousand dollars for it for 
junk. 
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Now, they had to go into the market and pay about $50,000 for a 
machine to take its place. Now, that machine may have done more 
work, I can’t argue that with you, but then it gets down to the amount 
of business they have to do, and the net profit they can make on that 
business to get enough money to pay that $50,000 for the new machine, 
and then it becomes quite complicated. 

And I believe that is what General Motors may be doing in this 
instance. I know in the little business I am in, that has been our plan 
all along. Incidentally, I will tell you, those Caterpillar machines 
you are talking about cost $45,000 or $50,000 for the big ones. Of 
course, that is the ees Everything costs more today. And I 
don’t think they should be accused of making the consumer pay for 
it all. Inthe long run he does anyhow. 1 would be glad to hear your 
answer, but I don’t have any more questions. 

Mr. Reuruer. I would just like to comment briefly on the matter 
that you raised. You see, | think the problem here in the American 
economy, between the various groups, labor, management, the con 
sumer and the farmers, that this thing really transcends the question 
of equipment. 

Sure, everybody wants justice. Everybody wants a fair share. 
But there is a problem really that transcends that, and that is that if 
you don’t give everybody a proper share, the economy won’t work. 
Tt breaks down. 

So that, when any group in the eeonomy—— 

Mr. Mumma. There is a limit to what you can give them, too, 
You can’t give them everything. Go ahead. 

Mr. Reurner. The point is that what you can get, what any group 
can get is determined by the size of the economic pie, and when we 
are not creating the wealth the economy makes possible, we can’t 
share what we don’t create. 

Some people had the philosophy that they could get more out of 
less. There were people away back who felt if they could restrict 
the market, hold production down, they could get more. But that 
Is a very unsound economic point of view, because the only way you 
can have more is to cooperate with other people in the creation of 
more, and then find a way to share that greater abundance. 

Now, the point is that when the General Motors C orp. sets the 
price of a car, it has to set the price of the car today so as to take into 
consideration, first of all, a return that is fair to the people who have 
invested their money in the corporation. A stockholder is entitled 
to a fair return on his investment. They have to set aside moneys 
that will cover the cost of depression and contingency allowances. 

The Carman. Mr. Multer. 

Mr. Muurer. Won’t you let Mr. Reuther finish his answer, please / 

Mr. Mumma. Governor Harriman didn’t have that theory on 
prices. 

Mr. Revrnuer. I think he shares generally the point of view. 

Mr. Mum™a. He says it is a matter of administrative price. 

Mr. Reurner. He was talking about what ought to be and about 
what is. There is a great difference. The automobile industry and 
the steel industry set their prices not based upon the ph iy of the free 
market. place, of the law of supply and demand. These are rigged 
prices today. The corporations determine what they are 
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get back at a certain volume of production and they set the price 
accordingly. 

Mr. Mumma. Mr. Reuther, you were talking about pricing on a 
different level. You had all @iferent items, add their cost together, 
and you would arrive at the price they sell at. 

Mr. Revtuer. Well now, you say you are not an economist. I 
don’t claim to be an economist. But the whole theory of the law of 
supply and demand is that when the demand exceeds the supply, you 
have an inflationary situation, because you have got two customers 
for every product and they bid the price up in ‘the market place. 
That is the classical theory. 

Mr. Mumma. Normally. 

Mr. Revruer. The reverse, the other side of the coin is, that when 
you have an excess supply over demand, that depresses the price and 
the price drops down until you equalize, because you bring new people 
into the market. That is theoretically the way it is supposed to work. 

Here is a situation where we have a capacity of 10 million new 
automobiles a year, we are making 5 million, we still have 850,000 in 
inventory because we can’t find customers. How come the price of 
automobiles isn’t coming down ? 

Mr. Mumma. Well, Martin Dies made a statement you may not 
agree with, but 

The Cuatrrman. Your time has expired, Mr. Mumma. 

Mr. Mumma. Excuse me. 

The Cuatrman. Mr. Multer. 

Mr. Motrer. Thank you, Mr. Chairman. 

Mr. Reuther, I think yours has been one of the most powerful 
statements I have heard presented to this committee. Let me say it 
is entirely apropos and concerned with the very bills that we have 
scheduled for hearing before this committee. “The depressed area 
bill is only one. There is a bill concerning community facilities. 
There are several bills involving small business, and while taxes do 
not come within the jurisdiction of this committee, I recall very dis- 
tinctly that many an opportunity was presented during these hear- 
ings, to my friends on the other side of the aisle to say that when they 
went back home during the Easter recess there was no request, no 
demand, no feeling for tax cuts. 

I think it is utterly ridiculous to make that statement, but it was 
made. I think my district is no different than theirs and I think 
there is a ground swell from the little fellow who still has a job, for 
a tax cut. A fellow without a job has nothing to get out of a tax 
cut, of course. 

I am also intrigued by the fact that your statement apparently has 
been strong enough to cause some of the gentlemen on the other side 
of the aisle to say “Let’s cut out the politics in dealing with these 
problems.” I am very happy that you won them over. Because 
I recall that in January, in this very committee, I moved that we 
set aside all other business and devote ourselves to these problems 
that we are considering now and do nothing else until we brought 
forth legislation concerning these problems. Their political affiliation 
may be just pure coincidence, but we lost that motion by two votes. 
We have been delayed by almost 3 months in gettitng to this busi- 
ness about which you have made such a very fine statement today. 
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Now, Mr. Reuther, in connection with the statistics, the statistics 
and facts you have given us, you touched upon the increase of costs 
and comparative increase of wages which didn’t keep up with costs, 
I think it is important to put in the record these figures. 

Since 1951, dividend income in this country has increased by 36 
percent, and interest income has increased by 60 percent. I think 
during the same period the wage increase has been under 20 percent. 
Am [ not right ? 

Mr. Mutrer. In round figures, I think you are certainly correct. 

Mr. Mutter. Yes. I think it is high time that, regardless of 
who may be sitting in the White House, we got some political leader- 
ship there so far as our Government is concerned. It is not my fault 
that the President happens to be Republican. I did my best to pre- 
vent it. But the fact remains that that should not cause our Repub- 
lican friends to find fault with us when we point out his lack of leader- 
ship. This “wait and see” attitude, I think you have pointed out very 
well, has gone on just a little too long, and I think it is high time, 
regardless of the politics of the man in the White House, that we made 
it very clear that if this country is going to get leadership, it is not 
going to be the kind of leadership you get following a golf ball. 

I have in mind, too, that the Congress has appropriated money to 
the executive departments that the President has impounded. There 
was money apropriated for the Defense Department that he didn’t 
use; you have pointed out his stretch-out program, which might have 
avoided this situation. We got nosupport on the depressed areas bill, 
and that bill has been with us almost 3 years. That is not a new 
problem. 

The fact we didn’t do something about curing that situation in the 
depressed areas has added to this recession that we are now in. We 
could have gotten some leadership from the White House on that 
score, which we didn’t get. 

We appropriated money last year for more housing and he directed 
his housing agency not to use it. 

Now, surely you will agree that the construction of homes and 
dwellings is an important part of our economy and affects every phase 
of it. Am I not right? 

Mr. Revuruer. It certainly does. 

Mr. Mcvrer. And if we can stir that phase of our economy into ac- 
tion again, we can do something concrete toward curing this recession. 
Is that not so, sir? 

Mr. Reutruer. Yes, sir. 

Mr. Murer. Now, I have before me a notation about the Secre- 
tary of Commerce’s latest figures on the labor situation. He indicates 
unemployment has declined by about 80,000 this month. I don’t know 
whether you have seen those figures. 

Mr. Revruer. I think the figure is 78,000. 

Mr. Mutrer. Yes. That is correct. 

Mr. Revuruer. For seasonal reasons. I said in my testimony that 
normally the seasonal improvement is between 200,000 and 300,000, 
and therefore a 78,000 reduction is much less than what we have a 
right to expect and should not be the basis for optimism, but rather 
the basis for concern. 

Mr. Murer. That is precisely the point I wanted to make. Our 
unemployment in April is 714 percent, as against 7 percent in March. 





: 
| 
: 
; 
| 
} 
| 


534 LEGISLATION TO RELIEVE UNEMPLOYMENT 


We have not made up the usual seasonal increase in employment and 
we are now further behind. 

Mr. Revruer. And the improvement, the 78,000 improvement, even 
for the people who want to call it that—I don't call it that, actually 
what it means is we are going downhill at a slower pace but we are still 
going downhill—the real significance is to find out where that little 
bit of improvement that they want to hang their hat on occurred. It 
occurred in the nonmanufacturing sector of our economy. It is in the 
manufacturing sector, it is in the basic industries, where the trouble is, 
and until we get real improvement there it means we have a com- 
pounding of negative economic factors. 

What we need to do is to get some positive forces in motion so that 
we can get a snowballing on the upswing rather than on the down- 
swing. 

The Cuatrman. Mr. McVey. 

Mr. McVey. Thank you, Mr. Chairman. 

I wish to express to you, Mr. Reuther, my appreciation for you 
presence here this morning. I think you h: ive given us a very infor 
mative address on this very distressing subject. I believe, Mr. 
Reuther, you have given your reactions to any questions which I might 
have in mind and I will forego asking further questions. Thank you. 

Mr. Revuruer. Thank you. 

The Cuarrman. Mr. Addonizio. 

Mr. Apponizio. Mr. Reuther, may I say first, that I think you have 
made a very fine witness, and I am sure that you have given us a great 
deal of valuable information which will be he Ipful to our committee in 
trying to come to some conclusions on these bills under consideration. 

I want to refer to Mr. Multer’s remarks concerning this 78,000 
unemployment figure. 

Yesterday evening, on the floor, I believe, in a discussion between 
the majority leader, Congressman McCormack, and the minority 
leader, Congressman Martin, Mr. Martin made reference to this 78,000 
or 80,000 figure, and indicated perhaps that there was much joy 
because perhaps this recession was leveling off. Do you feel so opti- 
mistic about that ? 

Mr. Revutuer. I think that any intelligent or objective evaluation of 
the economic factors that we are faced with will provide no basis fon 
optimism whatsoever. 

I think this is no time for wishful thinking. This is a time for posi- 
tive and affirmative leadership, because the fire is in the basement, and 
if we have a wait-and-see policy, the fire will spread to the attic and 
will take much more drastic action if we are going to put the fire out 

Mr. Apponizio. Mr. Reuther, I believe even the most conservative 
elements in America today admit to the fact that we are in a recession. 
I believe also that the most conservative elements admit to the fact 
that the cost of living is rising. 

I am not aware of any other period in our American economy where 
such a situation existed. What is your interpretation of this? 

Mr. Revruer. I think it is a matter of history that every time we 
have had a recession in the past we normally had some impact upon 
the price structure, and therefore the cost of living normally would 
go down. This was when the market place, and the law of supply 
and demand, were operating somewhat normally. 
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In the present situation, to my knowledge, this is the first time in 
a normal peacetime economic situation where we have had a price 
increase, an increase in the cost of living, with inflationary pressures 
exerting themselves, at the same time that the economy was in a se- 
rious recession. I do not believe that we have ever had a comparable 
situation, and this, I think, is conclusive evidence of the fact that we 
do not have an economy operating important sectors of industry on 
the basis of the law of supply and demand. The price structure is 
artificially rigged, because of the dominant monopoly position exer- 
cised by certain giant corporations in key industries. The law of 
supply ‘and demand hav ing been repealed by their voluntary economic 
decisions, is not operating ‘and we are hav ing inflation in the middle of 
recession. 

Mr. Apponizto. I believe you commented about the retraining of 
workers which would take place under this so-called area redevelop- 
ment bill. I think the number of the bill is H. R. 6215 

Under section 16 of that bill, it provides for a period of 13 weeks 
of retraining per worker. Do you feel that that amount of time is 
adequate to retrain a worker? 

Mr. Reurner. Of course, that would be conditional, I believe, upon 
what skill the worker had in the former job and what new skills he had 
to acquire. I can think of many situations where 13 additional weeks 
would not be adequate. I can think of some where it would be ade 
quate. It seems to me there has to be administrative discretion on 
some of these things in order to accommodate the problem based upon 
the need and you can’t have a mechanical approach and expect that 
o automatically fit each situation as it may vary. 

Mr. Apponizio. Under this bill, as I understand it, this retraining 
program will be placed under the Secretary of Labor. Some peo} se 
have recommended that it be given to the secretary of Health, Edu 
ation, and Welfare instead. How do you feel about it ? 

Mr. Revruer. I would think it would more properly belong in the 
] Jepartment of Labor, because I think that the Secret ary of Labor’s 
office has more of the general responsibilities as they relate to this 
problem than does the Office of Secretary of Health, Education, and 
Welfare. 

The CHairman. Mr. Hiestand. 

Mr. Htrestannp. Thank you, Mr. Chairman 

Mr. Reuther, I am very much impressed by the high plane of your 
statement, as well as by the broad comprehensive coverage. 

You must have or at given a lot of rather deep and hard economic 
hinking to that statement, and must have used these expressions 

efore, because the ry cert: alnly proved e loque nt. 

I agree most emphatically, of course, with the broad effect on our 
economy that a recession in the automotive industry is. It is far 
reaching. There is no denying it. Because this recession, so-called, 
is by far the most severe in the communities and industries which you 
control, it has been called a Reuther recession. I presume you would 
like to comment on that one. 

Mr. Revruer. Well, I kind of smile inwardly when I hear about 
these things, because, first of all, 1 don’t control any industries. If 
[ did, I can assure you— 

Mr. Himestanp. I meant you and your associated groups. 
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Mr. Reutuer. That is right. But if I controlled the auto industry, 
just speaking of one, I would bring about a price cut within the next 
24 hours. 

Mr. Hiesranp. You have been aware that cars have been selling at 
30 and 40 percent off in the open market. 

Mr. Revutuer. I am aware of the fact that the dealers have been 
making price adjustments to sell them, but I would like some of that 
come out of General Motors and not all out of the dealers. 

Mr. Hresranp. I think the dealers have been glad to cut the price 
in order to get the business. 

Mr. Revutuer. I obviously do not contro] General Motors or the 
automotive industry, nor do I control the aircraft industry where we 
have a sizable membership. But you see this is part of the drum- 
beating in America. Some people, who either are incapable of hav- 
ing an answer to an economic problem, would rather make propa- 
ganda, and if they can blame the pr oblems on somebody else and get 
gullible people to believe it, that is a good substitute for an answer. 

Mr. Hiesranp. I think that works both ways, don’t you? 

Mr. Revuruer. I do not claim that any body has a monopoly on vir- 
tue or sin in American life. 

Mr. Hrestanp. We are all against sin, Mr. Reuther. 

Mr. Revutuer. I think there is good and bad in everything, but I 
do believe this: That there are all kinds of labor unions, there are 
all kinds of business leaders. I happen to be associated with a union 
that has tried, to the best of its ability, to take a position on basic 
collective bargaining matters and other matters, that is economically 
sound, and which is socially and morally responsible. 

Our union was the first major union ‘that raised the price question 
at the bargaining table. In 1945 and 1946 we had the first major 
strike, after our no-strike pledge was repealed at the end of the war. 
We said to the General Motors Corp. in 1945, at the bargaining table, 
that we wanted a wage increase, but we did not want a wage increase 
that resulted in a price increase. 

We said that if we got higher wages, followed by higher prices, all 
we did was to accelerate the economic merry-go- round where ¥ wages 
chased prices, but never caught up with them. We said what we 
want is higher wages out of the increase in productivity made possible 
by our developing technology. We said that if our wage claim is 
too high, and you can not pay it without increasing the price of cars, 
we will scale it down to the level at which you can. If we can’t agree, 
we said we would arbitrate that, get a group of economists and arbi- 
trate it, and if they said that General Motors couldn’t give us one cent 

wage increase without a higher price, we would wash out our demands. 

They said to us, “Why are you trying to be a labor statesman? Why 
don’t we just make a deal? Why do you worry about the customers? 
Let us worry about them.” I said because what happens to the cus- 
tomers is related to what happens to us. If the customers don’t buy 
850,000 cars, our fellows are laid off. And do you know what you get 
when you have this kind of an approach? You become more dangerous 
than a fellow who is willing to make a deal and the public be damned. 

But that doesn’t stop us. Because we think we are doing the right 
thing and we are just going to keep plowing esl and ultimately we 
will prevail. 





LEGISLATION TO RELIEVE UNEMPLOYMENT 537 


Mr. Hiesranp. Don’t you think that wage increases without cor- 
responding increases in production were a factor in the increased price 
of cars? 

Mr. Revuruer. I say that the wage increases we got did not repre- 
sent the equity we were entitled to based upon—— 

Mr. Hiesranp. 110 percent increase in just a few years? 

Mr. Revutruer. I don’t know whose arithmetic you are using, but it 
is certainly not adequate. 

Mr. Hiestanp. Add them all up plus the fringe benefits. 

Mr. Revutuer. Oh, I will tell you what I will do. I will send you 
a couple of economic facts, very simple ones, in which we take what 
happened to a GM worker for the period 1947 through 1957, 11 years, 
and what happened to a GM stockholder for that period. You will 
find that the GM worker made in that 11-year period, roughly $46,000 
in wages. I will send you the exact detail, but let me now give you 
these rough figures. 

Mr. Hiestanp. I think I have those figures already. 

Mr. Revuruer. Well, you haven’t been using them. Let me teil 
you what happened to the earnings of a GM worker and a GM stock- 
holder. We took the wages and dividends for 1947 through 1957. We 
took the wages in 1947 and said to ourselv es, how much stock did a 
GM stockholder have to own at that time to get from dividends the 
same amount of money a worker got from wages? At that time, it 
took roughly one thousand shares of General Motors stock, represent- 
ing an equity, I think, of around $53,000, Then we found that the 
worker got $46,000 in wages for the next 11 years, if he had worked 
50 weeks every year—but he didn’t, of course. What h: appened to the 
equity of the stockholder? In the same period he got $96,000 in divi- 
dends, and he got $189,000 in capital gain. 

Mr. Hiesranp. There are a great many ways we can figure this, Mr. 
Reuther, and I am sure there are some others. You do deny, do you, 
that these wage increases were a factor in price increases / 

Mr. Reutuer. I tell you that the increase in productivity in the 

automotive industry could have paid all the wage increases that we 
received. The industry could have cut the price of its car, and still 
made a very sizable return on its investment, and I can demonstrate 
that by economic facts. 

The Cuamman, Mr. Barrett. 

Mr. Barrett. Mr. Reuther, it is certainly nice to have you come 
here this morning and give us your experience. We had Mr. Mc- 
Donald down here the other day. He testified almost verbatim along 
with your testimony. 

Prior to his coming, we had 10 governors, and many others who 
testified. Each and every one testified almost along the same line as 
rou have. We have had no opposition to the bill that Mr. Spence, 
Mr. Rains, and Mr. Addonizio, as well as I, have submitted. It 
seems that 10 governors, coming from different sections of the 
country, have their fingers on the pulse of the economic situation, indi- 
cating that they think this legislation is necessary and important, 
should be given immediate consideration. 

We are hoping that the members of Congress will take for granted 
that the analysis made by these governors, as well as by you and 
Mr. McDonald, certainly should be put into action immediately to 
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give the relief which you think is necessary. I think you and Mr. 
McDonald offered two of the finest statements made, regardless of the 
governors, who also have made very fine statements, because you 
come right down to the bread and butter needs of the people of 
America, and I think you should be commended for the fine presenta 
tion you have made here this morning. 

Mr. Chairman, I have no further questions. Thank you. 

Mr. Revrnuer. Thank you very much. 

The Cuarmrman. Mr. Bass. 

Mr. Bass. Mr. Reuther, I join with my colleagues here today in 
congratulating you on a very fine and impressive message, which I 
am sure will be of help to us. 

I was particularly interested in your remarks concerning this cold 

yar, and the necessity for continuing the mutual security program 
as very necessary in winning this cold war, which, as you point out, 
will be won on the economic front, in Asia and Africa, and not on 
the battle fronts. 

Now, one of the most important legislative recommendations which 
the President has laid before the Congress, and which we, in the House, 
will shortly be called upon to vote on, is his proposal to extend the 
Reciprocal Trade Agreements Act for 5 years. 

I believe I heard you state earlier in your testimony that you were 
in favor of expanded foreign trade as a general proposition, and 1 
should like to ask you, sir, if you would tell us whether or not you 
would favor the President’s recommendation to extend the Reciprocal 
Trade Agreements Act for 5 years? 

Mr. Revutuer. I favor it, and we are actively supporting it. We 
are doing everything we can, to mobilize the broadest. possible sup 
port behind the President’s general recommendations on foreign aid 
and the Reciprocal Trade Agreements Act. That is one of the reasons 
I don’t take some of the criticism I get from vour side of the aisle 
because the very people who criticize me are the ones who oppose the 
President in these fields. We 
than some of you do. 

Mr. Bass. Well. I would say that as far as I am concerned, I cer- 
tainly support the President in that respect, and [ am glad to hear that 
vou do. 

Mr. Revruer. I faced 3 of your Republican colleagues in the Senate 
for 3 days a couple of weeks back and I told them, “I think the prob- 
lem is we support the President when he is right, and you fellows 
seem to support him only when he is wrong.” 

Mr. Bass. As a matter of fact, there is just as much Democratic op 
position to the President’s program as Republican. Coming back to 
the recession, vou might be interested to know that where I come from, 
which is New Hampshire, I find that the people I talk with are more 
concerned with this rising cost of living and spirt aling inflation than 
they are with unemployment and this recession. I must say I am, 
too. I know you have dwelt on that problem indirectly, but perhaps 
you might comment on it a little more. 

Mr. Revtuer. Well, I think they have a right to be, and I am also 
deeply concerned about the increasing cost of living. It bears very 
heavily upon people living on fixed income, retired workers 

Mr. Bass. If I may interrupt you, that is just what I wanted to 
bring out, the widow or retired person who is living on dividends or 


o1V re the President much more support 
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savings interest of a few hundred dollars a year, or drawing social 
security, or a pension. 

Mr. Revuruer. I represent at the bargaining table roughly one and a 
half million wage earners, and most of those w age earners are pro- 
tected against the cost of living as it relates to their—well, they have 
what we call an escalator clause. We get an adjustment every 3 
months, ‘aon upon the movement in the index. 

But I am not just concerned about these people I represent. I am 
concerned about all the people in America, and here is a former 
wage earner who is living on retirement. He thought he had a pen- 
sion that he could get by on, but now the cost of living keeps going up 
and he can get less and less for his pension and his social security 
check. I am concerned about people who looked ahead and tried to 
buy an annuity for their old age, and now they find it is not adequate 
because everything costs twice as much. 

Now. what can we do about it? Well, there are many things that 
we need todo. ‘The Government has responsibilities. Certainly, the 
impact on the whole economy, of the higher interest rate—this gets 
factored into the economy. Then when you have a situation where 
you get inflationary pressures, the only real cure to inflatronary pres- 
sure is more production, to create more wealth. Then when you put 
that wealth into the market, it has a depressing impact upon in- 
flationary pressures. But unfortunately in our economy this is not 
happening because there are prices that are rigged, and this is a 
very serious matter. 

I can say to you right here without eqivocation or hesitation, my 
union, the UAW, at the bargaining table, will not want 1 red cent in 
the way of wage increases or economic concessions that will cause the 
price of an automobile to go up 1 penny. We know that we can’t 
make progress at the expense of the American consumers, we know 
when the consumers don’t buy cars, our fellows are laid off, and the 
only way we can have full employment is to see that the consumer is 
able to buy the car. If you price him out of the market, then we are 
in trouble and he is in trouble. 

Now, this is our philosophy. But the thing that I pointed out 
sarlier is this: To some people this looks like a dangerous philosophy. 
Management says * ‘Don’t be a statesman. We would just like to make 
a deal with you.” I say that labor and management have got to quit 
acting like narrow economic pressure groups and have got to work 
together in the light of a joint responsibility to the whole ‘community, 
so that we can get our economy into high gear, get full employment 
and full production, and all share in more. You can’t get more out 

of less. And that is where we are today. 

Mr. Bass. Thank you very much. 

The Cuatrman. Mrs. Sullivan, 

Mrs. Sunnivan. Are we going to continue, Mr. Chairman? A 
quorum bell has rung. 

The Cuarrman. Mr. Reuther, I am sure we have all been very de- 
lighted with your fine presentation. I know it has given the commit- 
tee much information that they need. You seem to have answered 
all the questions that could be propounded to you, but I know there 
are members who want to interrogate you, and if you can get per- 
mission to sit this afternoon while the House is in general debate, 
could you be present ¢ 
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Mr. Reutuer. If you would tell me when I should be back, I will 
try to juggle my schedule. I am anticipating an executive council 
meeting of the AFL-CIO, but I would be glad to try to get an excuse 
to come over here. 

The CHairman. We will try to meet at 2:30. If anything goes 
wrong, we will call you. 

Mr. Reutruer. Very well. 

Mrs. Grirrirus. Mr. Chairman, before he leaves, I would like to 
express my appreciation to you, Mr. Reuther, for coming here. I 
think you have made a wonderful statement. I have tried to convince 
this committee for a long time that Detroit has the best businessmen, 
the best labor leaders, the best mayor, that Michigan has the best Gov- 
ernor, and I am sure you have convinced us today that we have the 
smartest labor leader. 

The Cuarrman. The committee will stand in recess. 

(Whereupon, at 12:05 p. m., the committee recessed until 2:30 
p.m. the same day.) 

AFTERNOON SESSION 


(The committee convened at 2:30 o’clock, p. m., the Hon. Paul 
Brown, member of the committee, presiding. ) 

Present: Messrs. Brown (presiding), Patman, Multer, Reuss, Mrs. 
Griffiths, Messrs. Ashley, Vanik, Rutherford, Coad, Anderson, Breed- 
ing, Mumma, Hiestand, Seely-Brown, Siler, and Chamberlain. 

Mr. Brown (presiding). The committee will come to order. 

I believe Mrs. Sullivan, you asked to be recognized. 


FURTHER STATEMENT OF WALTER P. REUTHER, PRESIDENT, 
UNITED AUTO WORKERS, ACCOMPANIED BY SAMUEL JACOBS, 
WASHINGTON REPRESENTATIVE 


Mrs. Sutiivan. Thank you, Mr. Chairman. Mr. Reuther, I want 
to join with my colleagues in complimenting you on the very eloquent 
presentation of the present conditions and your suggestion for cor- 
rection. 

I would like to go back for a moment to the pricing of cars. 

Over the years, each new model automobile coming out has been 
priced higher than the last previous model, and I think it is the 
theory of many of us that the market for cars is lessening because 
of this big rise in automobile prices. Do you find, or do you feel 
that there is a market here for good, basic, low-priced small cars 
that can give us good economical transportation without all the fancy 
gadgets and the high power that can’t be utilized in, say, city driving? 

Mr. Revurner. Well, I have felt for a long time that there are 
really two markets in America. I think there is a very distinct 
market for the large, higher-priced cars with all the frills, and I also 
think that there is another market for a low-priced economy car. 
Until the American automobile industry begins to meet the problem 
of a small, economy car, we are going to have an increasing number 
of foreign cars brought in to meet that need. 

Mrs. Sutiivan. That is what I was wondering, whether you felt 
that the need for low-cost, economical transportation has been the 
influence of creating a good-sized market for these foreign cars 
being brought over here in the past few years. 
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Mr. Revutuer. I think there is a market which we are not filling. 
You see, there has been the theory that the used-car market takes 
care of this so-called second car or economy car, and perhaps to a 
citi extent that is true. But I think there is a distinct market in 
America for a small economy car, and I think the fact that European 
small cars are being received so well indicates that that market is 
there, and I think it ought to be filled by the production of a low- 
cost economy American car. 

Mrs. Sunuivan. In your dealings with the car manufacturers, do 
you know if this has been brought up in any formal discussions ? 

Mr. Revruer. It has been discussed and I think the industry is 
now beginning to move on the problem, and I think that not “rhe 
than 1960 there will be, in production, a small, economy-sized 
American car. 

I think that several of the larger producers will be in production 
not later than 1960. I think they should have done it earlier, but 
even this late beginning is welcome. 

Mrs. Sutitvan. I hope that is true. 

Now, on H. R. 6215, I thoroughly approved of the third paragraph 
on page 14 of your statement, where you say: 

The purpose of this legislation is to increase jobs and business, and not merely 
to help move it around from one place to another. 

I want to read the language of the section. I think it is section 6 
of H. R. 6215, on page 8 

The loan will not result in a transferral to any plant or facility, the con- 
struction or rehabilitation or alteration of which is assisted under this section, 
of business operations otherwise conducted in any other area of the United 
States. 

Do you believe that the language contained in that section carries 
out your desires and those of us who are interested in this problem ? 

Mr. Revuruer. Well, I think it states in general the objective that I 
hope can be achieved, that is that we stimulate overall economic 
erowth, and therefore we create new economic activity to fill the 
needs of a given distressed area rather than trying to steal a plant 
or job opportunity from another area and moving it into a distressed 
area, 

Now, it seems to me that you have got two problems. You have 
the problem of trying to state the legislative objective in the bill, 
and then you have got to have effective administrative machinery to 

sure the practic: ~ implementation of the stated Sate 

Mrs. Sutxivan. The one point that I think most of us are con- 
cerned about is to oath the language in the bill strong pascal so that 
a company can’t open up a branch in another area and then when 
they find that they can operate that to better advantage, close the 
original plant. 

Mr. Reurner. Well, I think that perhaps some of the practical 
policing enforcement machinery might ultimately get into this whole 
question. If you have a distressed are: and you can offer economic 
incentives to a company to open up a new plant in that area in order 
to try to overcome the difficulties of the area, at the point that they 
try to juggle the thing and close down a former plant and use the 
newer plant, they ought to be penalized by the loss of the economic 
advantage offered to get them into the distressed area to begin with. 
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Mrs. Sutiivan. In going over these bills, if you have any language 
that you could suggest that would tighten that section, I think we 
would all be very happy to have your thinking on it. 

Mr. Reuruer. Very well. 

We should be happy to give that further thought and if we think 
of anything we should be happy to make it available. 

Mrs. Suttivan. One other question, Mr. Reuther, on the same bill, 
6215, the depressed area bill. It sets up an independent agency to 
administer the area redevelopment program. 

The Administration wants it in the Department of Commerce, whilt 
the Douglas-Payne bill places it in the Housing and Home Finance 
Agency. 

Ww here do you believe it should be ? 

Mr. Rev THER. W e would accept the proposal in the Donel is Pay hie 
bill. 

Mrs. Suuiivan. To put it in the Housing and Home Financ 
Agency ? 

Mr. Revuruer. That is right. 

I think it comes ce “a to the agency operating in a related area. 

Mrs. Sutxivan. I believe that is all, thank you. Thank you, Mr. 
Chairman. 

Mr. Brown. Mr. Seely-Brown. 

Mr. Seety-Brown. Mr. Reuther, cert: ainly I join with all of my col- 
leagues in saying how plea used we are that you did come be fore our 
committee this morning with the ve ry splendid statement you have 
made, 

I would like to discuss with you one aspect of it; namely, the com- 
ments you made regarding prices. 

Would you agree with me that we are presently facing in fact a 
very real consumer strike ? 

Mr. Revurner. I think that there is a certain amount of resistance 
in the markets. 

I think it is essentially both psychological and economic in char- 
acter. 

I believe that we have got two problems: First of all, there are mil 
lions of American families who lack adequate purchasing power, and 
therefore cannot make the contribution to the economic upswing that 
they would like to make because they don’t have the money to spend. 
That is part of our problem. 

I think there is another part of the problem, which is the situation 
where people perhaps have sufficient purchasing power to make more 
purchases than they are making, but they are uncertain about the 
future. A fellow may still be working, but his neighbor got laid off, 
or his brother-in-law got laid off, and while he may be in the market 
for a new washing machine or a new automobile or something else 
that he needs for his family, he is reluctant to commit himself to the 
economic obligations involved in that new purchase, in the framework 
of the unc ertainty about tomorrow. 

He may feel he is not going to get laid off, but he may feel he is 
going to be subjected to short workweeks, which means a reduction 
in income. So you have a lot of people who, for psychological rea 
sons, are not spending. If we could create a more favorable forward 
movement in the economy, the people could be gotten into the market 
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place and then you begin to get what I call a compounding of the posi- 
tive impact to offset the negative compounding of these other factors. 

Mr. Serty-Brown. What I am getting at, sir, is that it has occurred 
to me possibly that if the Congress would repeal the excise taxes not 
only on autos, as you suggested, but repeal our so-called wartime excise 
taxes, that would bring a certain automatic reduction in prices in cer- 
tain areas, and if possi ly in our basic industries there could be a sim- 
ilar reduction in prices, a program of that nature might in fact do 
more good to more people more quickly than many of these other pro- 
grams, worthwhile as they may be. In other words, I wonder if a 
program of that nature might not be a very real shot in the arm, and 
which might have its effect felt more quickly than some of the other 
programs which are certainly worthwhile but which are going to be 
delayed in getting underway. 

Mr. Revruer. I think a price cut in industry such as the automotive 
industry, plus the abolition or temporary setting aside of the excise 
taxes in those basic industries, would make a real contribution. That 
is why we proposed last Monday that we were willing, as a union, to 
recommend to our membership—I mean if I have no authority to make 
a decision, but I can make a recommendation to our membership; we 
have a democratic union, and the membership would have to make the 
decision—but we as leadership would recommend to our membership 
that we would extend the contracts of the automotive industry for 90 
days, taking us into September, beyond the present model. During 
that period we would waive the normal improvement factor in our 
wages, which the General Motors Corp. has offered us, we would 
waive that as our contribution, if it woul l\—if the company would 
eut the pr ices and if the Government would then move on the excise 
tax. 

We have felt that those three things all would tend to create a 
kind of f: worable climate in which we might get the automobile in- 
dustry moving and get these inventories into the hands of the people. 

Then what would happen would be, the minute we got these inven- 
tories moving, the automobile industry would have to pl ice orders for 
steel, rubber, and textiles and that would stimulate those industries, 
and that would create more purchasing power and maybe we could get 
the snowball rolling uphill instead of downhill. 

Mr. Srety-Brown. That is just what is in my mind; if that sort of 
program would work in the auto industry it occurred to me it might 
work in many other industries, and it would have an immediate effect, 
~ actually, when you measure the loss, or cost, if you want to call 

, to the industry, in terms of what they would lose or not lose, but 
thete reduction in profits, possibly that reduction would in the long 
run be less costly to them than will be their share of a lot of the pro- 
grams that are going to be coming out of this or other Congresses. 

Mr. Revuruer. I think the industry has a great deal to gain by this 
kind of a program, because ultims itely— the people, workers, and con- 
sumers—ultimately we have to pay for our mistakes. The quicker 
we get over this recession, which is a sad economic mistake we have 
made, the less it will cost everyone including the General Motors 
Corp. They need to understand that ultimately they will make the 
kind of profits that they feel are satisfactory only if they can fully 
utilize their productive capacity. 
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They do not make high profits on idle capacity. General Motors 
is, at the present time, roughly 45 percent underutilized in terms of 
potential capacity. We felt if they could move these cars now and 
get the economy stimulated they would get a lot of new customers that 
otherwise they wouldn’t get. 

Mr. Srety-Brown. Thank you; that is all. 

Mr. Brown. Mr. Reuss. 

Mr. Revss. Thank you, Mr. Chairman. 

Mr. Reuther, I, too, much enjoyed your very able statement and 
some of the cogent recommendations you made for restoring full 
production and employment. 

In view of the constant creeping upwards of the cost-of-living 
index, despite very severe unemployment and despite very severe un- 
deruse of resources at the present time, what recommendations do 
you have for the Congress as to machinery, either public or private, 
for restoring that third objective of the E mployment Act of 1946, 
stable purchasing power? You just indicated one attack on this 
problem. Do you have other suggestions? I would like to hear 
them. 

Mr. Revutuer. I appeared some weeks ago before the committee 
in the Senate, Senator Kefauver’s committee, a subcommittee of the 
Senate Judiciary Committee, dealing with this whole question of 
prices in our basic industries. My testimony is set forth in a little 
booklet which the members of the committee have been given. We 
went into great detail about this whole problem because it is one that 
we need to find an answer to, and it really hinges on this question of 
how, within the framework of a free economy, you work out the com- 
peting equities between the basic economic groups, between labor and 
management and the consumers and the farmers. The problem is 
to work out a relationship that will assure the continued growth and 
expansion of the economy. 

Now, this is not a simple job; and no one who has been working 
at the problem thinks for one moment that it iseasy. In a regimented 
economy, you have a few fellows in the politburo making all the de 
cisions. We don’t want that approach in America. We want to 
keep American economy free, we want to maximize private economic 
decisions and therefore be able to minimize governmental economic 
decisions. This is our concept of the free economy, and the American 
labor movement believes in that. 

The question arises, how do you get responsible voluntary economic 
decisions so that the economy stays in balance, and therefore negates 
the necessity of the Government’s intervention. 

Now, I proposed in my testimony before the Senate committee on 
this matter that we ought to give consideration to the creation of 
machinery that would tend to encourage the voluntary discharge of 
basic economic responsibility on the part of labor and management. 
I suggested there be a pricing agency created by Government, and 
that i a any industry in which a corporation was responsible for more 
than 25 percent of the total production of a given industry—and that 
will only be true in a few gigantic corporations, but these are the 

very corporations whose dominant position in the economy tends to 
determine the general price structure. I mean the little guy doesn’t 
make these decisions, he has to accommodate himself to the basic 
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trends established by the big corporations whose economic power is 
so great that they really dictate the price trend. We proposed that 
what would happen would be that a company that fell in the category 
of an industry where they represented 25 percent or more of the total 
production would be obligated to announce, to the pricing agency of 
the Government, that they intended to raise prices. The Govern- 
ment then would be obligated to hold public hearings, at which time 
they would have to publicly justify their price increase. 

Now, they could still do it, even though they didn’t justify it. They 
could still go ahead and make the decision, but the public then would 
know where the responsibility rested. 

Now, supposing that my union came along and we asked for a wage 
increase that was so out of line that it would require a price increase 
in order to grant it, and keep the company solvent. The company 
then would stand before the world and the public of America and 
say, “If we grant this wage increase, we will then be obligated to 
pass it on to the American consumers in a higher price.” We then 
would have to stand before the public in this agency and defend and 
justify our wage demand. 

In other words—— 

Mr. Revss. If I may interrupt you right there, do I gather that 
you, as a leader of a very large union, are willing to advocate a piece 
of informal Government machinery which would result in some cases, 
perhaps, in stiffening the backs of management against a wage nego- 
tiation that you were then conduc ting ¢ 

Mr. Revuruer. I most certainly am. I tell you frankly that as far 

as the union that I represent is concerned, we are committed to a 
policy—not as a matter of public relations—we are committed to a 
olicy as a matter of practical economics, that unless we can get 
Sisher wages, and the other things that we want, out of the fruits 
of adv: ancing technology, because labor productivity is increasing, 
that we don’t want any progress. To get it any other way would 
mean taking it out of the consumer in higher prices, and that is not 
progress. That is just a. 

The only industries where I think there has to be an exception are 
industry in which the wages are substandard. Take the textile in- 
dustry. I think a worker in the textile industry who makes his eco- 
nomic and social contribution to the well-being of America ought to 
be entitled to a fair return for his contribution, and should not be ex- 
yloited just because historically that industry has been a sweatshop, 
ana industry. So with the exception of these industries, like 
textiles, which are substandard, I think that no union ought to ask 
for a wage increase, or an economic concession, that is not possible 
out of increased productivity based upon the advancing technology of 
that industry. 

Mr. Reuss. I want to commend you for taking an attitude which 
seems to me to go beyond the immediate short-term considerations of 
your people and looking at it from the broad standpoint of the whole 
count "y: 

Thank you, Mr. Chairman. 

Mr. Revruer. Mr. Chairman, may I add something at this point, 
since one of your colleagues this morning raised the question of the 
automobile prices? The record will show, Mr. Chairman, that the 
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price of automobiles, roughly, was raised $5 for every $1 increase in 
wages. That does not mean that the automotive industry made a 
5-to-1 ratio in terms of profits, because they had to absorb increases in 
the prices of materials. The economics of the steel industry will show 
that for every dollar of wage increases the steel industry charged $5 
in higher prices. That got passed on to the automobile industry in 
turn. But the simple facts are that the industry was able to pass on 
a larger and larger portion of the wage increase in the form of higher 
prices than were justified, based upon the technology. 

I would like to read, if I may, a quotation from an article written 
by Mr. C. E. Wilson at the time he was still president of General 
Motors Corp., which appeared in Reader’s Digest in 1952. He was 
discussing the whole relationship of wages and prices, and he was 
attempting to explode the theory that prices follow wages. I now 
quote from Mr. C. E. Wilson, who at that time was president of Gen- 
eral Motors Corp. : 

I contend that we should not say the wage-price spiral: we should say the 
price-wage spiral for it is not primarily wages that push up prices, it is primarily 
prices that pull up wages. 

This is Mr. C. E. Wilson, and he also has never been accused of 
being a propagandist for the AFL-CIO. 

The Cuatrman. Mr. Chamberlain. 

Mr. Coamperzain. Mr. Reuther, 1 would like to join my colleagues 
in extending you a welcome to our committee. I feel that while we 
may not always agree on all the issues that certainly you represent a 
very large segment of our society and your views, insofar as labor 
matiers are concerned, deserve our most careful consideration. 

1 would like to tell you that I share your hope for a spirit of co- 
operation between labor and management as we try to advance and 
progress for all America; I also want to tell you that I agree with you 
wholeheartedly in that our economy and our country is capable of 
meeting the challenge that we have before us. I don’t despair a bit. 
I am certain that our country is strong enough to solve this problem 
which we have before us. 

I would like to tell you that I share your hope for an excise tax 
cut in the automobile industry, and also to tell you that so far as I 
know, every member of the Michigan Congressional delegation is 
working toward that end wholeheartedly. 

However, I come from Flint and Lansing, Mich., and you are 
familiar with the situation there. My mail today told me last month 
they paid out more than $3 million in unemployment benefits in Flint 
alone. That is in excess of $100,000 a day. I am more concerned with 
the direct relationship of this unemployment to our economy than the 
indirect. Many of the matters that we are discussing here are to help 
the whole economy and then that would indirectly help the automobile 
industry. In that respect I would like to read to you a communication 
which I addressed to you on February 17, and to which I have not had 
a reply as vet, and base a question upon my letter: 

Drak Mr. REUTHER: With most Americans I have been following with interest 
your recommendations in the automotive industry and the announced objectives 
for the forthcoming contract negotiations with the manufacturers. I appreciate 
your courtesy in sending me the detailed text of these recommendations, and 
inviting my comments and questions. 

I am gravely concerned about the economic conditions that now exist in my 
district, in the State of Michigan, and throughout the country. This past week 
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I spent several days in Michigan where I had the opportunity of talking with 
farmers, housewives, businessmen, and many automobile workers. I also con- 
ferred with respresentatives of the Michigan Nmployment Security Commission 
and talked with many workers who are waiting in lines to receive their un- 
employment checks. 

In addition, I am just beginning to receive the responses to a questionnaire 
that I have circulated widely in both Flint and Lansing. ‘These replies also 
reflect a growing fear of unemployment and its terrible impact upon the work- 
ers and their families. From these varied contacts with my constituents, I can 
only conclude that one of the basic factors depressing our economy is the un- 
certainty that permeates the business atmosphere today. I have concluded 
further that one of the major causes of this uncertainty is the apprehension 
relating to the coming contract negotiations in the auto industry. In my 
opinion there is probably no greater single thing that could dispell the gloom 
and fear of both labor and management alike than some assurance that cur- 
rent conditions would not be aggravated by a strike in this industry. I believe 
a realistic evaluation of the situation would compel most anyone to concede 
that with the present economic climate is not one in which to insist upon all 
preannounced demands. Without taking a position with respect to the merits 
of union proposals, the continued threat of such a strike will lead only to 
tragic consequences for the economy of our Nation. For these reasons I would 
like to suggest respectfully that there be a public proclamation of the willing- 
ness of the UAW-—CIO to continue the terms of the present contract for a 1- 
year period. Few things could have such a beneficial effect upon our economy 
as this simple statement. Such recognition of the responsibility and the im- 
portance of labor to our economy would do much to create renewed business 
confidence and establish good will for subsequent negotiations. To me it would 
be an act of statesmanship. 

As you may know, last year I introduced a bill, H. R. 3022, to repeal the 
Federal excise tax on automobiles. With the recent increase in automobile 
unemployment I have urged the chairman of the Ways and Means Committee 
to hold early hearings on this bill. A copy of my letter and the bill are en- 
closed for your information. Remembering your recent proposal that auto- 
mobile manufacturers reduce car prices by $100 as a stimulant to production, 
I know that all automobile people favor this proposal as it should have the 
same effect as your own, reducing automobile prices. I invite the active sup- 
port of the UAW-CIO in supporting this legislation which would benefit auto 
workers everywhere. I am today addressing communications to the major 
automobile manufacturing companies, requesting that they reevaluate their 
price structures and make every possible adjustment to stimulate our national 
economy. While I know that many honest men frequently differ in their opin- 
ions, I am certain that we are both seeking the same fundamental objective, 
that of full employment and full production in the automobile industry. In 
behalf of the people of my district and of all Americans I earnestly solicit 
your thoughtful consideration of these suggestions. 

Now, as I say, Mr. Reuther, I addressed that letter to you on 
February 17. As yet I have not had a reply. I would like to ask 
you this : How do you feel that a 3-month extension- 

The Cuarrman. Will you finish your question so that the witness 
can answer. 

Mr. CHamper.LAin. How do you feel, Mr. Reuther, that extending 
the contracts for a 3-month period only would bring about stability in 
the automotive industry. That is what I would like to assume tht 
you want, and that is what I want for our economy. How will : 
months do it with this strike threat still pending over our heads, sir? 

Mr. RevurHer. Congressman, I don’t think that anybody wants to 
stabilize the auto industry the way it is.~ We would like to improve 
it. We don’t want to stabilize it. The way it is now it is completely 
unsatisfactory. 

Mr. CHAMBERLAIN. We want to do away with this unemployment, 
don’t: we? 
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Mr. Revuruer. That is right. Now, you see, your proposal would 
take away the right of the union to amend the contract for a whole 
year. You would take away the right of the union to deal with sup- 
plementary unemployment benefits, where the General Motors Corp. 
has paid in $97 million into a trust fund, the money belongs to the 
GM workers, and yet we have spent only around $6 million. We 
would like to change that so that the GM workers and their families 
can get that money to help them during the unemployment. Your 
proposal would have made that impossible. The General Motors 
made a comparable proposal to yours, and we are obviously not willing 
to do that. We want to negotiate on these things. Your proposal 
also would take away the right to do something about the pensioners. 
We want to put in a cost-of-living protection for the pensioners. 
When a worker retires we think he ought to be protected. We have 
got cost-of-living protection for the workers but not for the pensioners. 

We have made a constructive proposal of an extension for 3 months, 
and the GM Corp. turned that down and instead canceled the con- 
tract. They are creating the crisis. And I suggest you get hold of 
Mr. Curtice and ask him why he is rocking the boat. When we pro- 
pose a 3-month period to get beyond this model year, hoping during 
that period we can resolve the collective bargaining problem sensibly 
and sanely and constructively at the bargaining table, we are given 
as a response, not an extension of the agreement, but the termination 
of the agreement. 

Now, a month from yesterday, according to what the GM Corp. 
did, there will be no contract in the automotive industry. I don’t 
think that is the way to contribute to stability. Has the GM Corp. 
stepped up to your offer for a price cut? They rejected two of ours. 
You get the GM Corp. moving and you see how responsible this 
UAW leadership will be along with the membership. You are work- 
ing on the wrong end of the problem, Congressman. That is the prob- 
lem. GM has the initiative. They took the initiative yesterday 
when they canceled our agreement. 

Mr. CuampBeruAiIn. Then it is your theory that everybody is out 
of step but you, Mr. Reuther. I regret my time is up. 

Mr. Revruer. No, no, we offered our price cut in August. They 
turned it down. We were willing to bargain in the framework of 
a price cut. We offered them another proposition, Monday of this 
week, a constructive proposition, that we would forego a wage ad- 
justment that they offered us, for a period of 90 days, as contribution, 
too. What do we get in return? A cancellation of the agreement. 
I ask you, you as any reasonable person, who is trying to create a 
crisis? Who is trying to rock the boat? Who is unwilling to make 
a contribution to stability at the bargaining table? When the union 
says, “We will extend the agreement,” they say, “No, we will cancel.” 

Mr. CuampBer.ain. Are you willing to answer my letter? 

Mr. Reutuer. I am very happy to. It was never called to my atten- 
tion. I don’t see all of my mail because it is physically impossible, 
but I will be glad to answer your letter. I hope you will also get a 
letter from Mr. Curtice. 

Mr. CHAMBERLAIN. I have it. 

Mr. Revuruer. Did he agree toa price cut ? 

Mr. CHAMBERLAIN. No. 

The Cuamman. The Chair will now recognize Mrs. Griffiths. 
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Mrs. Grirriras. Thank you, Mr. Chairman. 

Would you like to make a further comment on the present situation 
in these negotiations, Mr. Reuther ? 

Mr. Reuruer. I would just like to say this: When we sit at the 
bargaining table, in Detroit, whether it be at Ford or General Motors 
or C ‘hrys ‘Jer or any other corporation, I think that we are fully mind- 
ful of the responsibility that we have, not only to our membership and 
their families but to the whole economy. And we are trying to carry 
out this responsibility in such a way that we will contribute to trying 
to overcome the current economic difficulties and to get America back 
on the high road to fullemployment and full production. 

This ha appens to be our country too. Maybe the average automobile 
worker doesn’t own as large a share of it as the people whom we face 
at the bargaining table, but it is our country. Our kids are growing 
up in this country. It is their tomorrow we are concerned about. 
We want America to be strong and prosperous so that it can be the 
kind of a country and the kind of a world we want our children to 
grow up in. Every time we make a proposal, you would think we were 
lined up with somebody outside of America, threatening America. 
The people who own the biggest share of America sometimes make 
the mistake in believing that they are the any loyal Americans. The 
people I represent at the bi argaining table are all loyal Americans and 
they have fought and sacrificed to make y Pontos secure and free, 
and will continue to make their contribution. But every time the 
labor movement comes up with an idea—we proposed profit sharing. 
Why did we propose that? It is not complicated. We don’t know any 
other way to measure our equity. One of the problems of the auto 
industry is we were bargaining, in April and May—that is when our 
basic bargaining took pi: we—and we were t talking about an equity in 
the future. We said to ourselves, if we ask more than we can really 
get without creating a price inflation, then we are obviously doing the 
wrong thing, but if we get less than our equity, then we contribute 
to imbalance because there won’t be enough purchasing power. So 
we said, “How do the companies do it?” How does Mr. Curtis get 
his equity out of GM? Well he gets $200,000 in salary. That is base 
pay. 

But, at the end of the year, General Motors says, “We don’t know 
your full equity at the beginning of the year, so we will only give 
you $200,000, but at the end of the year, ‘after we know the size of 
the economic pie, you will get the balance of your equity,” and they 
figure it out based upon their profits. 

What did Mr. Curtis get in 1955? Well, he got $575,000 in bonus. 
But I say if that makes sense for the corpor ation executives, if they 
have to get their equity that way, a downpayment and a further in- 
stallment at the end of the year after we know how big the pie is, why 
doesn’t that make sense for the worker? So we said, “O. K., you 
give us our minimum package now and we will make that so small 
that we know you can pay it without any question of impact upon 
the price structure, but at the end of the year, based upon the size of 
the pie, we want our share just like Mr, Curtis.” It is a strange 
thing, you know. I sit across the bargaining table from these fellows. 
I don’t begrudge a penny they get, because I wouldn’t trade them for 
1 second the rewards I get for my job. The big rewards I get are 
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not material. I don’t measure them in my bankbook. My reward 
is to have an oldtimer put his arm around me at « dinner when he 
is celebrating finishing 30 years in the plant, and say, “Thanks for 
what you have done for us.” That is my reward. 

But it is a strange thing. I ask these fellows, what kind of 
mental and moral gymnastics they go through to find that it is per 
fectly sound 100 percent American, ge economies, morally right for 
Mr. Curtis to get $200,000 in salary and a bonus of $575,000, but 
when we suggest that a eae gets this , suddenly vou are threatening 
the whole free enterprise system. 

This is sheer hogw: LS ah Nobody is going to beheve them. But 
the strange thing is they do it every time. They said this on the 
pensions. I sat at the bargaining table back in 1947 and said, “We 
need a pension.” Do you know how much we asked for in 1947? A 


hundred dollars, including social security. And they said to me, 
“Bad. Pensions are bad things. They will destroy the sense of 
independence and self- ae of the worker. Let them save for a 


rainy day. Then they can stand up on their own two feet and know 
whe they are living on is their own. 

I said, “This is double standard business. How about you fellows?” 
The president of GM Corp. back in that period was making $312 
per hour, based upon a 40-hour week and a 50-week year, but the 
corporation felt that he couldn’t save on a measly $312 an hour so 
they had a pension ready for him when he was too old to work. 

This is our problem. It is the double economic and moral stand 
ards at the bargaining table. Under Hitler you can get away with 
that because there is a bayonet on the back of the worker. But you 
can have industrial peace in a free society among free men only as you 
base it upon economic and social justice. There is no other way. 

Mrs. Grirrirus. Would you care to estimate the number of addi- 
tional cars that General Motors would have to sell to remain in the 
same profit position, if they reduced the price a hundred dollars? 
Can you estimate it? 

Mr. Revutuer. Well, I know that if they reduced the price of cars 
it would expand the market, and I happen to share the opinion- 
although this is obviously speculative, I can’t prove this—I happen to 
share the opinion that if the industry had cut the price of the cars 
last August a hundred dollars as we suggested, the market would 
have been expanded and their overall profit position would have been 
more favorable because while they would have made less per car 
their volume would have been higher and they would have made more. 

Mrs. Grirrirus. Could you estimate the number of people who 
have been unemployed in the automobile industry in Michigan because 
of automation ? 

Mr. Revruer. Well, it is difficult to put your finger on it because 
there are a number of other factors. I think that the number ‘of people 
affected by automation, in this situation, obviously is much higher than 
in a situation where we have full employment. I am only guessing, 
but I would say that in the last 5 years there have been somewhere 
between fifty and seventy-five thousand workers displaced because 
of the economical impact. The balance, I think, are the result of the 
deterioration in the economic situation. 

Mr. Grirrirus. Thank you. I am very happy that you pointed out 
the retraining school, and I hope that we do something about it. I 
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share with you your great concern over the problems that we face, 
and particularly in Detroit. I happen to have the figures available 
from the welfare department of Detroit for April. “Tn Detroit, in 
April, of 1958, up to yesterday, 22 percent of the total amount of food, 
surplus food, that had been given away through 1957, 22 percent of 
that amount was given away in the first 28 days of Noril I cannot 
emphasize suffic iently to this committee and to this Congress, that 
Detroit cannot stand still much longer. We have to have this un- 
employment compensation, and we have to have help. 

[ might point out that the Department of Defense could take care 
of the problem completely for Detroit. If they put all purchases on 
a competitive bid basis, Detroit could outbid and outproduce any other 
area of the country 

| think, too, Mr. Reuther, that you have made the most eloquent 
statement made on behalf of the administration’s foreign aid and trade 
eee but unless the administration can meet the problem of re- 
cession in this country, their aid and trade programs are going down 
to defeat. 

Thank you. 

The Cuamman. Mr. Vanik. 

Mr. Vanix. Mr. Reuther, I want to join the others that have pre 
ceded - in appreciation for your statement. 

Mr. Chairman, I would like at this point to insert in the record Area 
Labor Market Trends by the Department of Labor in which there are 
22 more areas of substantial labor surplus since the last report. 

The Cirarrman. That may be done. 

(The information is as follows:) 

In addition to the changes in major area classifications, 21 smaller centers. 
about half in the industrial Midwest, were added to the list of smaller areas 
of substantial labor surplus in May. Five of these areas are located in Ohio, 
three each in Illinois and West Virginia, and two in Indiana. The other new 
smaller surplus areas are in Massachusetts, Montana, New York, North Caro- 
lina, Oklahoma, Pennsylvania, Washington, and Wisconsin. Another 19 smaller 
areas (located in New York, Ohio, Michigan, Montana, Alabama, Georgia, Indi- 
una, Iowa, Oregon, Tennessee, Virginia, and Utah) were classified as labor 
surplus in April. 

These changes brought the number of localities officially classified as ‘‘smaller 
“wreas of substantial labor surplus” to 161, as compared with 121 in March and 
59 in May a year ago. A listing of the smaller areas added to the labor surplus 
group since March begins on page 12. 

Mr. Vanix. Mr. Reuther, in your basic statement you made com- 
plaint, properly so, about the current crisis, that we have been — n 
everything but leadership. You have pled a strong case for drasti 
Government action. In your opinion, do you believe that the Vice 
President is any better informed or better advised than the Chief Ex 
ecutive when he rece ‘ntly counseled against any massive governmental 
action ¢ 

Mr. Revuruer. Well, I had hopes for Mr. Nixon at the time he was 
talking about a tax cut some time back. But evidently he was out of 
line and they brought him in line, and now he is, of course, advocat- 
ing essentially the same “wait and see” policy as the President. is. 

The last speech Mr. Nixon made dealing with the domestic ec ononry 
was in New York a week or 10 days ago, at which time he said that 
he felt that as of now the administration had taken adequate steps 
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to deal with the recession, and that it was just a matter of time, and 
we would be on our way. 

{ think Mr. Nixon is knuckling under to the administration’s line, 
and I think this is most unfortunate. 

Mr. Vanik. Now with respect to taxes, I have always believed that 
increased exemptions for dependents are long overdue and essential 
to promote family life, but in this current drive for tax cuts I fear 
that men of good purpose, and men of selfish purpose, may be join- 
ing in what may become a mass attack on our Federal tax structure, 
which carried us through two wars and a little war. Our Nation 
needs physical strength, just as a person anvils oxygen. It is a part 
of our survival. I agree with you on a tax cut to the low-income 
groups, but I am unconvinced about the excise tax cut and the effect 
it would have in reducing joblessness. As I recall, as an example, 
the reduction of theater admission taxes produced no new jobs, and 
probably more cinema bloopers than we ever had before and higher 
prices. I also want to point out that the reduc — in caberet prices 
didn’t produce a single job nor a bigger glass. I don’t think a $100 
reduction in the excise tax, on automobiles, is going to make me feel 
any more enthusiastic about a $4,000 gadget-loaded monstrosity which 
I can’t buy. 

I feel that what we need is a hundred dollars more a month in 
the pay envelope to afford that car. From what I have been able to 
determine, people are not hesitating buying because of the excise tax. 
They are hesitating buying because of their lack of confidence to 
continue the monthly payment. 

If we permit the excise taxes to go down on automobiles, we probably 
have to do so at the price of taking the tax off practically everything, 
and if we do that, it is going to mean that we will probably have to 
settle for an across-the-board tax cut, which may open the floodgates 
for those people of selfish purpose who have been waiting for this day. 

Mr. Revutuer. I don’t contend thisisasimplematter. Iam awareof 
the fact that government becomes more complex, and our responsibili- 
ties in the world are increasing, and they obviously pyramid our costs. 

I am in favor of an increase in the personal exemption, because I 
think that provides relief to the largest family groups, where the 
relief ismost needed. Iam in favor of that. 

On the excise tax, I think that the impact will be greater than per- 
haps you think it will be. I think that $190 is what it will average 
out to in terms of the automobiles. 

Mr. Vanixk. That isif you get it all washed out ? 

Mr. Revruer. Yes. 

Mr. Vanix. We usually go half way the first try. 

Mr. Reuruer. Well, 1 think the half-way mark is something you 
ought to build into your long-range tax structure. For a period of 6 
months or so you could have an excise tax moratorium and the Con- 
gress would have an opportunity in the interim period to reevaluate 
this tax. After all, this tax has sort of pyramided. It was 714 per- 
cent. Then it went up to 10 percent because of the Korean crisis. You 
could think it through, in an atmosphere more conducive to long-range 
tax policy and then set the figure where you think it ought to be, but 
you could have a temporary moratorium. 
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The other thing we need to understand, I think, is that ultimately 
we can meet the tax problems of the Federal Government and the local 
governments and State governments only if we have full employment, 
a full production economy, and that really your tax problem is that 
$55 billion that we are losing. This is where you are in trouble, because 
idle machinery and idle workers do not contribute to solving their own 
or the Government’s budgetary problems and only full production and 
employment is the answer. 

Mr. VanrK. On that very point, do you think it is impossible for 
American industry to earn as much or more with less production ? 
Now, our principal steel industries are maintaining a full dividend 
income today, at 46 percent of proce In 1947, in the year’s end 
statement, they complained—I know the U. S. Steel Corp. in its report 
complained about the dissipation of its reserve for depreciation, and 
in that statement, in that annual statement, they said: 

In 1960, we face the possibility of having to pay higher income taxes on higher 
income, because we will not be able to write it off against depreciation, and this 
will come about regardless of sales and regardless of sales volume. 

Now, isn’t there in the reservoir of most large corporations, such 
a reservoir of undistributed income, out of which the corporation 
can live, perhaps, without full production ? 

Mr. Revruer. I have never been invited to sit in on the board of 
directors meeting of U. S. Steel Corp. and I am not in a position 
to say positively what happens there, but I believe I can speculate 
on what happens there with some economic facts to support the 
conclusion. 

The U.S. Steel Corp. works out the scheduling of their profits, in 
terms of return, based upon something less than 50 percent of capac- 
ity. And I think it is a tragic situation where an industry projects 
the return on its total capacity, and total investment, on a level that 
would be satisfactory at 50 percent of production or less. 

Now, the automobile industry does the same thing. 

Mr. Vanix. They take depreciation on a hundred percent of capi- 
tal investment and figure their profit on 50 percent production. Isn’t 
that so? 

Mr. Revruer. That is exactly the sort of thing that is going on. 
That is why I think an objective analysis of the economic situation 
will show that the large corporations in America, during the last 
period, have been taking out of the American economy a dispropor- 
tionately large share of our gross national product, and that is the es- 
sential source of the imbalance in the economy, aggravated further 
by improper governmental fiscal policies and tax policies. 

The CHatrmMan. Mr. Healey. 

Mr. Heatey. Mr. Reuther, don’t you believe that consumer resist- 
ance might be reduced somewhat if the dealer would allow the peo- 
ple to know what the actual price of a car is? I have been in the 
market for cars, and I have been looking at the ads, and never see 
the price of acar. And the only way you ever find out is to walk into 
a shop, and they start to add on this and that, and all of a sudden 
you find yourselves going out of the low-priced car into the high- 
priced car. Is there any way we can get around that? 
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Mr. Revuruer. I just don’t think there are any low-priced cars 
around any more. J am in favor of a requirement that would obligate 
the dealer to post the price, and then if you wanted a lot of extra gad- 
gets, he could say they would cost you so much, so you would know 
where you stood aconsumer. Iam in favor of that. 

Mr. Heatry. I don’t want to go shopping around to every different 
dealer to find out what the price is. I want to know before I walk 
in. If I want to buy a radio, you will see an ad in the paper. You 
walk in and pay the price and w: alk out. 

Mr. Revuruer. That matter is now under consideration here in 
Washington, I think, and I think perhaps some corrective legisla- 
tion will be adopted in that respect. 

Mr. Heavry. Thank you very much. 

The Cuatrman. Mr. Coad. 

Mr. Coap. Mr. Reuther, I apprec iate very much the kindness that 
you have extended this committee in returning again this afternoon. 
I wish to extend to you my sincere edaived iation for your appearance 
in the first place. 

This morning you made a very interesting allusion to what would 
happen if India were able to utilize that percentage of the production 
of the Caterpillar plant which is not now being produced. Your 
remarks brought to my mind a proposal and a plan which I have 
been working on and developing, and I am not sure that I am alone, 
but I would like to get your comments on it. 

As I am certain that you are aware, in the Middle West, if indeed 
not in all the United States, we have stored a surplus of food. It is 
not a matter that it has not been produced, it is a matter that it is 
already on hand and in storage. 

I am also certain that this ‘proposal would not be a complete answer 
to the problem of foreign aid, but I wonder if indeed, in your opin- 
ion, it would not be at least a part of the answer. The plan would 
benefit poor nations, and India might be a prime ex: ample. In a large 
majority of many of the underdeveloped countries of the world, the 
people are tied to the soil. They are tied to the scratching and tilling 
of the soil with a wooden hoe and plow, and perhaps an ox. They 
don’t have the machinery and equipment by which they are able to 
do an efficient job. 

Therefore, inasmuch as they do not have the productive capacity 
to build tractors, plows, harvesters, and all, they can’t leave the soil, 
because they are tied to the soil. They are tied to the soil because 
they have to utilize all their time and energies in producing food. 

Now if, through our State Department, and as a part of our foreign- 
aid program, we could go to these underdeveloped countries, these 
backward countries, these uneconomical countries, and say to them, 
that for a period of 2, 3, or 5 years, or whatever period would be nec- 
essary, we would guarantee to them enough food to sustain the diets 
of their people, so as to release a percentage of their population to 
mine the minerals, and build the industrial plants, under this plan 
they could build and manufacture their own tractors, the combines, 
the plows and other needed machinery, even automobiles. This plan 
would help them to raise their own standard of living. The way it is 
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now we send, in our foreign-aid program, these machines, As soon 

s these machines have worn out or broken down, unless we supply 
the parts to them, all too often those machines are no longer of any 
value. 

Don’t you feel that that would at least be part of the answer to 
the great problem that we have around the world, in helping people 
to help themselves ? 

Mr. Revurner. I most certainly do. I think that the intelligent 
and bold utilization of our food surpluses can be a very effective ‘and 
very useful economic leverage in ~ whole world situation. 

When I returned from India, I appeared before the Senate For- 
eign Relations Committee, and I testified along the lines that you 
are suggesting, and I pointed out that there were two things we 
could do. One of the problems we need to concern ourselves about, 
as we attempt to dispose of surplus foods in foreign countries, is that 
sometimes we dislocate the world market and create problems in other 
countries who were selling some of their surplus foods in the areas 
where we are disposing of ours. So that what I suggested, which is 
in line with the sort of thing you are talking about, is that what we 
might do is to create regional world graineries, to put the surplus food 
in, and say to the people of India or South Asia, “Here is enough food 
to see you through, and if you have a crop failure, this is at your dis- 
posal.” Then they could take a chance, and taper off on food pro- 
duction and divert their manpower and resources to road construction, 
dam construc tion, and so forth, but if they don’t have this assurance, 
this protection of a granary to back them up in case a crop failure, 
then they have to scratch every inch of soil they can find to keep 
alive, so that this would be a sort of insurance policy on the food end. 

The other thing that we could do is, in a country like India, where 
wages are 80 percent food—I mean 80 percent of the wage of an In- 
dian worker is spent for food—we should say to the Government of 
India, “We will give you food as capital goods, and you can then take 
that food and you can pay your workers 80 percent of the cost of the 
wages in food.” We could also supplement the diet of areas where 
the diet is so low that the people don’t have the energy to do pro- 
ductive work because they are just too weak. When you think that at 
one time there were a hundred million people in India with malaria— 
and having had oak aria I know what it will do to you, it takes all 
the pep out of you and you don’t even want to work though you are 
hungry—if we could do that, it would be of tremendous value. 

Mr. Coan. It could be a weapon for peace. 

Mr. Reurner. Tremendous. I have been saying that the — 
gent use of our food surpluses will give the free world as great 
moral power as the H-bomb, because much of the world is anne 

Mr. Coap. Thank you, sir. 

The Cuatrman. Mr. Anderson. 

Mr. Anperson. Mr. Chairman, first I ask unanimous consent that 
the United States Department of Commerce tabulation by months of 
the unemployment rates be made a matter of record at this point. 

The Cuatrman. That may be done. 
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(The document referred to is as follows :) 


Unemployment rate—New definitions—Adjusted for seasonality 








Year Jan. | Feb. | Mar. | Apr. | May | June | July | Aug. | Sept.) Oct. | Nov. | Dec. 
3.9 3.7 3.8 4.1 4.0 4.1 4.2 4.1 aol 3.9 3.6 3.6 
3.6; 3.9] 3.9 3.8 3.6 3.7 36) 38) 3.8 3.7 4.0 4.2 
4.5 4.7 4.9 5.2 6.2 5.9 6.4 6.7 6.5 117.8 6.7 6.8 
6.7 6.4 6.3 5.8 5.7 5.3 5.0 4.5 4.5 4.1 4.3 43 
3.7 3.5 3.4 3.1 3.1 3.3 3.1 3.2 3.4 3.5 3.6 3.2 
3.1 3.2 3.0 3.0 3.1 3.1 3.3 3.4 3.1 3.0 2.8 2.7 
2.9 2.6 2.6 2.8 2.6 2.6 2.6 2.6 2.9 3.1 3.5 4.5 
4.8 5.3 5.7 5.8 6.0 5.4 5.7 6.0 6.1 5.7 5.4 5.0 
4.9 4.8 4.7 4.8 4.3 4.1 4.1 4.3 4.2 4.4 4.2 4.1 
4.0 4.1 4.3 4.1 4.4 4.4 4.4 4.1 4.0 4.0 4.2 4.1 
4.2 4.1 3.9 4.0 4.1 4.2 4.2 4.3 4.5 4.7 4.9 5.0 
5.8 | 6.7 7.0 Sl Semudatiinehsiltosnselveccaskeadteulcedcodtkizestukenws 





1 Unemployment rate distorted by coal strike. 
Source: Bureau of the Census, February 1958. 


Norte.—The 7.5 percent seasonally adjusted rate for April is a postwar high for that month and is much 
higher than the same month in the last 2 recessions when it was 5.8 in 1950 and 5.8 in 1954. Clearly this 
is no time for deluding ourselves that things are improving. 


Mr. Anverson. It shows a 714 percent seasonally adjusted rate of 
unemployment for April. 

The Cuamman. That may be done. 

Mr. Anperson. I want to welcome you, too, Mr. Reuther, and ex- 
press my appreciation to you for your kindness to this committee in 
altering your schedule so that you could appear again this afteroon 
and give the rest of us a chance to visit with you about these very 
important matters. 

have enjoyed the whole of your discussion. You evidently have 
a very thorough grasp of our national economy and a very humani- 
tarian attitude toward your fellow men to whatever economic class 
ay may belong. 

our remarks about the difference in the attitude on the part of 
management, with respect to profit-sharing bonuses for workers as 
compared with profit-sharing bonuses for “Mr. Curtis and manage- 
ment personnel, your characterization of that as hogwash, made we 
think that it is perhaps a question of whose hog is being washed. 

You remarked about the imbalance in purchasing power during 
your fine colloquy with our distinguished committeewoman, Mrs. 
Griffiths, and I would like to pursue ‘that a little bit further. 

We have spoken about the prices of cars being too high, and in 
your remarks you have indicated your full realization that that is 
only one part of this economic problem. Actually our gross national 
product has got to equal our total income, and the distribution of 
that income determines whether or not we are going to be able to con- 
tinue to buy the production of our factories. 

I turn to page 16 of the book that you just gave us, Price Policy 
and Public Responsibility, by Walter P. Reuther, and there I found 

a very graphic presentation of this point. It shows that interest: in- 
come is up 52 percent during this administration—I am sure it is 
some coincidence that caused this graph to start in December of 1952 
and end last year—interest up 52 percent, profits, after taxes and 
including depreciation, up 48 percent, dividends up 38.9 percent, but 
salaries and wages only up 30.2 percent. I think that graph also 
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answers the question that one of the members on the other side put to 
you this morning. Had you added to your graph some kind of a 
red block that would show a negative situation to include the farm 
situation, which has gone down, something like 30 percent, you would 
have had a pretty complete picture of what has happened. 

Interest and profits and dividends have gone up, and the people 
who have gotten that part of our gross national product are the 
people that have gotten more than their share. But those are not 
the people that will buy a third or a fourth or a fifth car because 
they already have 2 or 3, and they already have all the TV sets and 
refrigerators that they need. 

To correct this imbalance we have got to have some kind of a change 
in all of the policies that you have been talking about, just opposite to 
the way the administration has treated these things. "The administra- 
tion, right after the time this graph starts, made the $7 billion tax cut, 
almost all of which went to these same w ealthy people and corpora- 
tions. 

Mr. Revruer. That is right. 

Mr. Anpverson. The people who are getting the dividends, the inter- 
est, the people who are getting the profits got the tax cut. 

Mr. Revruer. That is right. 

Mr. Anperson. Almost :¢ cent of that $7 billion tax cut 
went to these same people, to further amplify the imbalance you are 
talking about. 

The administration’s high interest policy contributes to the fact 
that interest has gone up more than any other class of income and, of 
course, the Benson farm policy has contributed to the lone major 
category that has dropped below zero. 

Now, what can we in Congressdo? We have got an administration 
whose policies led to our present situation. By and large what can we 
in Congress do to help the situation ? 

Mr. Revtuer. I agree completely with your analysis. I think Con- 
gress has to try to provide as much leadership by legislative processes 
as is possible. I am aware of the fact that, within the framework of 
our concept of governmental structure, the executive branch has the 
prime responsibility for providing leadership. I mean the direction 
is supposed to come from the White House and Congress is then sup- 
posed to legislate, to try to implement the general policy direction that 
flows from the administration. 

I think in the situation here, since that is a vacuum of leadership 
that must be filled, that while it is difficult to legislate leadership, I 
think nevertheless Congress ought to do its best to try to come forward 
with the kind of constructive and adequate legislation that will meet 
the problem. 

In the tax field, you can certainly make a contribution toward cor- 
recting the imbalance, by putting the emphasis in terms of relief to the 
people. who need it and dent lnainiads relief to the people who are 
already getting a disproportionate share. 

Mr. Anprrson. They were taken care of in 1953. 

Mr. Reuruer. They certainly were. Now, there is one area, taxes. 
Unemployment compensation. You could provide leadership there. 
This bill. On these items Congress can provide some leadership, and 
I would think that if you pass the measures by the kind of substantial 
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margin that we would hope they would be passed for you might 
discourage vetoes. 

Mr. Anperson. Thank you. 

I see my time is expired. I could well spend the day visiting with 
you. It has been a most inspiring day, Mr. Reuther. 

Mr. Revtuer. Thank you, kindly. 

Mr. Brown. Are there any other questions? 

Mr. Parman. I havea question. 

Mr. Brown. Mr. Patman. 

Mr. Parman. Mr. Reuther, in helping working people, I think 
credit unions pl: iy an important part. Do you agree? 

Mr. Revruer. I think credit unions are very important, and I think 
that they have enabled a lot of working people to meet their financial 
problems who otherwise would have great difficulty. 

Mr. Parman. Are they getting a square deal with the banks now, 
and are they satisfied with their relationship with the banks, or do you 
know ? 

Mr. Revrnuer. I don’t really know that. But I know they are under 
constant pressure on the part of people who are against c ‘redit unions, 
trying to harass them, by legislation and that sort of thing. 

Mr. Parman. Yes. 

You know, we have required in legislation that they do business 

1 banks, and, of course, that is all right. I was for it. They were 
small, struggling organizations. But they have reached rather large 
proportions now, and many of them can stand on their own feet 

The time will arrive, I imagine, when they should be given some 
independence from the banks, and when that time arrives I think 
thi : committee should consider giving them that independence. 

I don’t “ot how soon it will be, but if the credit unions have any 
problems, I do hope they will keep this committee constantly advised 
about them because I believe every member of the committee is inter 
ested in credit unions. They are doing a wonderful work in protecting 
people from loan sharks. 

Mr. Revruer. That is right. 

I would think that at the time the credit unions have developed to 
a point where they are stable and have sufficient resources to stand 
on their own feet they ought to have independent status so as not to 
be subject to undue influ lence by banking pressures. 

Mr. Parman. I will not interrogate you further. I know you have 
had a hard day and I appreciate your coming here and giving us the 
benefit of your views. 

We appreciate the constructive advice you have given us. 

Mr. Brown. Any other questions? 

Mr. Mctrer. I would like recognition. 

Mr. Brown. Mr. Multer. 

Mr. Mutver. I won’t keep you long, Mr. Reuther, but I can’t resist 
calling to your attention what I think points up the difference in 
philosoph: v of the two politic: al parties. When we had before this 
committee the Financial Ins titutions Act, a bill written by the big 
bankers for the moneyed interests of the country, you couldn’t keep 
the Republicans out of our hearings. 

All of this afternoon we have had 10 Democrats sitting here and 
there isn’t a single Republican who stayed throughout the rest of the 
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afternoon, although 2 of them were here when we opened the after- 
noon session. 

I think that points up the distinct difference in philosophy of which 
party is interested in whom. 

Thank you, Mr. Chairman. 

Thank you, Mr. Reuther. 

Mr. Vantx. Mr. Chairman— 

Mr. Brown. Mr. Vanik. 

Mr. Vantin. I have one final question that I didn’t have a chance 
to ask before. 

Several weeks ago I made many inquiries in my city of Cleveland, 
where we had an automobile buying campaign. But several dealers 
told me that while they had a high inventory of cars, they also had 
a high inventory of orders that they couldn't fill, and there were just 
hundreds of people that wanted a six cylinder auto without automatic 
transmission and other gadgets they come with, and they were told 
they couldn’t get the car “they wanted for 6 or 8 weeks. 

Now, one dealer told me had 125 cars on order, he had 100 orders 
he couldn’t fill and he didn’t know when he was going to be able to 
fill them at the current rate of production. 

In view of these factors, it appears that apparently the automobile 
industry, which is geared for full production, bungles the job of 
partial production. 

Do you have any ne nt on that? 


Mr. Revurner. Well, there is « certain time lag in the production 
processes which you cannot avoid. I think you can perhaps shorten 
it, but you can’t avoid some time lag, at the point a customer speci- 
fies a certain combination of upholstery and paint job and so forth. 

Mr. Vantk. We have been trained to do that. 

Mr. Reuruer. That is right; you have got to back up in the pro- 
duction processes and schedule this so th: at all the parts synchronize 
so that the fender and everything fits the makeup of that customer’s 
requirements. I would think that unless the request were very un- 
usual, it seems to me out of an inventory of 850,000 cars you ought 
to be able to find something that approximates what the fellow wants, 
and unless he wants—maybe he wants leopard skin on the front seat, I 
don’t know. 

But it seems to me that most of these combinations ought to be in 
the inventory of 850,000 cars. 

Mr. Vanix. That is right. 

Do you have any reason to suspect that the production is being 
cut down even more than necessary to sustain the price and the 
demand on automobiles ¢ 

Mr. Reurner. I don’t think that they are deliberately cutting pro- 
duction for that purpose, but they are not increasing it for the other 
purpose. 

Mr. Vanix. I have one other final question. 

In order to create the essential things that we have to do to comply 
with the Full Employment Act of 1946, what would be your reaction 
to proposals to increase the work force in several ways. 

One, we have 5,500,000 workers who are over 65, who are eligible 
for retirement, and who would retire if we incerased the incentives 
for retirement. 
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Two, we have almost 2 million young people under 16 who are in 
our work force who ought to be in school and who ought to be en- 
couraged to return to school or stay in school so as to create that 
many “job opportunities for those others who have to work. 

And the third group, there are almost 10 million people in our 
work force who are holding dual jobs in order to sustain family 
buying power. 

If we are going to approach this problem of cerating job billets 
for our increasing work force, as a matter of engineering, wouldn’t 
it be wise to try to eas it in these three groups, by increasing 
retirement incentives, by providing educational incentives for those 
in school age, and by increasing wage standards for those who hold 
dual jobs so that it might discourage dual-job holding and open up 
job opportunities for others? 

Mr. Revuruer. I think there is no question about it, that as we are 
confronted with the problem of a technology whic th becomes more 
productive and more efficient, and therefore requires less workers to 
meet our basic needs, and at the same time an expanding work force— 

I mean we are going to have a 2-way pressure, on the one hand we 
need less workers becaue the machines are more efficient and on the 
other hand we have more workers—how do we do it? 

There are many things we have to think about. The question of 

early retirements, this is a problem which industry and labor and 
Government have got to get into. 

The UAW, as a policy matter, has been opposed to compulsory 
retirement. We felt that retirement ought to be the sort of thing 
that flows not from a calendar date, but is based upon the individual. 

One fellow at 65 is pretty good, and another fellow at 63 has to 
drag himself to work every day. So this is not an arbitrary thing. 
But we found that as we increased the level of our pension benefits 
and Social Security that the number of people who remained on an 
operational basis was very insignificant and it was not a problem. 

People hung on only when pension benefits were inadequate. When 
you make them adequate, I think that this is one of the reasons why 
we are insisting on bargaining this year. This business of extending 
the contract : that is fine. 

But at the point I extend the contract I can be a labor statesman 
and get a headline one day. But what about the old-timer who can’t 
get his pension? I am not going to wash all that down the drain. I 
am going to fight to get him more pension. And I am going to fight 
to get the unemploy ed worker more unemployment insurance. 

If we can increase the pension benefits and social security, and if 
we can meet this medical problem, you would find literally hundreds 
of thousands of older workers who would retire and make jobs for 
younger people. 

If we had the kind of scholarship program, on a competitive basis, 
where young people stayed in school if they have the capacity for 
further growth and development, weren't forced out for economic 
reasons, this would keep young people in schools, give them more 
training and the Nation would get the be nefit of that greater training, 
and it would also have a constructive impact upon the labor market. 

On the dual job thing: This is a byproduct of the super salesman- 
ship of America. Constantly we are driving people to get more 
things, to commit themselves, to buy things on the inst: allment plan, 
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then the fellow can’t meet the payments and he has to scrape around 
and get something else to do. 

If we had the kind of wage structure, and the kind of economic 
situation where a fellow could make a living for his family with one 
job, then you wouldn’t have this sort of thing happening. 

All of these things—and I think I would add a fourth thing to your 
list, which is this whole question of leisure. We, in America, ines- 
capably, because of the accelerated movement of technology—you 
must remember, in the next 10 years, we will make more technological 

rogress, relatively speaking, than we made in the last 50 years. This 
is the nature of technology. You compound very rapidly. 

It means we technologically are going to have thrust upon us more 
leisure long before we are prepared to use it intelligently, creatively 
and constructively unless we begin to give it more time and I tell you 
frankly, I would not like to see the day where greater leisure is ab- 
sorbed just by having three more televisions, one in each room. 

I think we better think about this problem. 

Mr. VantK. I want to thank you for your fine statement, Mr. Reu- 
ther, and also for your forthright position on reciprocal trade and 
foreign aid. 

I want to say that this position makes it easier for people like me to 
sell that program to my district, in which there are many people who 
are displaced because of the complications resulting from those 
programs. 

I also want to express my appreciation for your consumer interest, 
in legislation like the Harris Natural Gas bill. 

Mr. Brown. Does any other member desire recognition. 

If not, Mr. Reuther, on behalf of the committee, I want to thank 
you for your very fine statement. 

Mr. Reuruer. It has been a privilege being here. 

Thank you. 

Mr. Brown. We will adjourn to reconvene tomorrow morning at 10 
o’clock. 

(At 3:50 p. m., the committee adjourned, to reconvene at 10 a. m., 
of the following day, Thursday, May 1, 1958.) 
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THURSDAY, MAY 1, 1958 


House or REerPresENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10 a. m., the Hon. 
Brent Spence, chairman, , presiding. 

Present : Messrs. Spence (presiding), Brown, Patman, Multer, Ad- 
donizio, Barrett, Anderson, Talle, Betts, Mumma, Bass, Seely-Brown, 
Siler, and Henderson. 

The Cuamman. The committee will be in order. 

We have today as a witness, Mr. Thomas Kennedy, vice president 
of the United Mine Workers. We are very glad to have you appear 
before us, Mr. Kennedy. 

Mr. Kennepy. Thank you, Mr. Chairman. 

The Cuamman. The miners are in a depressed state, particularly 
in my own part of the country, Kentucky, and I hope that we can find 
some solution to the problem w hich presents itself. 

I know that you have had great experience, and we rely on you to 
help us solve this problem. We also have with us Mr. Albert White- 
house, director of the Industrial Union Department of the AFL-CIO, 
who is also the director of the United Steel Workers in the District 
of Kentucky. 

We are glad to have you both with us, gentlemen. The House will 
convene at 11 o’clock, so I thought if it was convenient to you and 
satisfactory to Governor Kennedy, you might read your statement 
first, then Mr. Whitehouse will read | his statement, and then you can 
subject yourself to interrogation, and then Mr. Whitehouse can 
subject himself to interrogation. 

Is that satisfactory ? 

Mr. Kennepy. Quite satisfactory. 

The Cuairman. You may proceed, then, Governor Kennedy, with- 
out interruption. 

Mr. Muurer. Mr. Chairman, before the Governor proceeds, I 
would like the record to show that I must leave here this morning 
to testify before the Senate Banking and Currency Committee on 
some of the very bills we are consideri ing here. I hope that if we get 
pe to sit while the House is in general debate this morning, 

[ will be able to return in time to hear the witnesses of this morning. 
In any event, I will read the transcript of whatever part I miss. 

The Cuamman. Very well. You may proceed, Governor Kennedy. 
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STATEMENT OF THOMAS KENNEDY, VICE PRESIDENT, UNITED 
MINE WORKERS OF AMERICA 


Mr. Kennepy. My name is Thomas Kennedy. I am vice president 
of the United Mine Workers of America and I represent and speak 
here for that organization. It is needless for me to point out that we 
have serious and. staggering unemployment in the coal-mining sections 
of the many States where coal is produced, in many of which coal is 
the basic industry. And I might say right here that unemployment 
is more pronounced in the mining districts of Pennsylvania, West 
Virginia, and Kentucky, because in those three States it is really the 
basic industry. 

Now, of course, we have it in all of the other coal-producing States, 
but not to the extent that it is present in Kentucky, Pennsylvania, 
and West Virginia. 

Distressed families, suffering all of the ills that flow from unem- 
ployment are with us. The situation is worsened by the exhaustion 
of unemployment compensation benefits on the part of thousands of 
individuals. 

This committee is familiar with the picture, and is conducting these 
hearings for the purpose of alleviating these terrible conditions with 
constructive and effective legislation and to that end I submit the 
following suggestions and recommendations: 

1. A large intensified construction program for roads, highways, 
hospitals, and schools, with a low-interest loan program for small 
business, and help in construction of plants for industry in the 
distressed labor areas. 

All of this, Mr. Chairman, of course, is included in most of the 
bills that are now before this committee, including the Senate bills 
and bills in the House presented by various Members of the House. 

2. A liberal and more elastic contract and purchasing program on 
the part of the Federal Government with due and proper considera- 
tion for going basic industries, such as the coal industry. 

3. Under the Mutual Aid Program there should be inc reased pur- 
chases of goods and commodities here in our own country for ship- 
ment abroad. 

And I might refer the committee to the statement made by Senator 
Watkins in the Senate recently with respect to this paricular matter. 

4. Our Government should look into the situation respecting the 
barter system engaged in by Western Power countries, who are reci- 
pients of our loans, credits, and other aid and who eee by 
bartering arrangements with countries that have the Communist 
theory of government, and all of whom are dominated or controlled 
by Russia, including Russia itself. 

And on this matter, Mr. Chairman and gentlemen of the commit- 
tee, at the present moment, in France, on the French-Belgian border, 
there is a hundred thousand tons of Pennsylvania anthracite coal 
that the French Government will not permit to be distributed in 
France because they have a barter arrangement with Russia for 
900,000 tons of anthracite coal. 

Enactment of legislation for research into greater uses for 
coal, which is now being considered by another congressional com- 
mittee. 
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6. Prohibit the dumping of residual oil on our seaboard, and/or 
the fixing of a quota system on such oil, which has already displaced 
40 million tons of coal amounting to about 1 month’s work in the 
coal industry. I submit that this is not a minor dislocation of in- 
dustry in any sense of the word. 

7. Increase minimum standard payments of unemployment com- 
pensation at least on the basis of 75 percent of average weekly wages, 
to be paid for the period of unemployment—I might say that this 
first sentence of this paragraph is covered, for the long run, in the 
Senate bill introduced by Senator Kennedy—and in the interim, 
Federal grants to those unemployed whose unemployment benefits 
have ben exhausted. I refer specifically to the proposed bill reported 
from the Committee on Ways and Means. 

We recognize the unemployment compensation system as being 
in the status of the general welfare clause of the Constitution and, 
in providing for its improvement and extensions, it cannot with pro- 
priety or in logic or common sense be classified as a dole, notwith- 
standing the opinion to the contrary in high places. 

I express the hope of the United Mine Workers of America that 
this committee, and other committees handling collateral matters, 
can come up with a program that will bring about full employment, 
stability, and prosperity in our country, and we thank the committee 
for its unselfish work in seeking this objective. 

Now, Mr. Chairman, I would like to, at this time, introduce these 
resolutions bearing upon this subject which were adopted by the 
International Executive Board of our organization about 2 weeks 
ago. If there is no objection, I would like to include them in the 
record. 

The Cuatrman. They may be inserted in the record. 

(The resolutions are as follows:) 


RESOLUTION 


Whereas the United Mine Workers of America for a number of years have 
been opposed to the so-called Reciprocal Trade Agreements, and legislation 
which make such agreements possible ; and 

Whereas reciprocal trade under the present system and policies of the Gov- 
ernment of the United States are but a one-way street, and reciprocity under 
these agreements, in our judgment, is distastrous to the economy of the United 
States—as an example, the Reciprocal Trade Agreement with Venezuela, which 
operated under a dictatorship for a number of years, permitted the dumping of 
residual oil on the east coast in violation of the public policies of the United 
States—and the only people who benefited from this dumping of residual oil, 
which displaced approximately 40 million tons of coal, were the oil companies 
operating in Venezuela and the Venezuelan dictatorship which has recently 
been put out of business ; and 

Whereas in France at the moment, approximately 100,000 tons of anthracite 
coal from Pennsylvania have not been permitted by the French Government to 
be moved to distribution points because France is getting her anthracite from 
Russia: and further, our Government is lending money to Poland which will 
enable Poland to build up her coal exports and take away American coal mar- 
kets in Europe. In view of these very good reasons: Therefore be it 

Resolved, by the International Executive Board, now in session in Washing- 
ton, D. C., That we urge upon the Members of the House and Senate to refuse 
to accede to an extension of reciprocal trade, unless a quota is fixed on the 
dumping of oil on our eastern coast; and the coal industry, and other indus- 
tries, are otherwise protected from being penalized and put out of business by 
unfair competition and the virtual dumping of commodities in the United States, 
which is ruinous to our economic well-being and certainly is not indicative of 
reciprocal trade. 


} 
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RESOLUTION 


Whereas the United Mine Workers of America for a number of years have 
been advocating an increase in the schedules for unemployment compensation 
payments, and for the payments to continue for the duration of the unemploy- 
ment period ; and 

Whereas we believe that this is the most direct approach in caring for the 
unemployed in thn Yation ; and 

Whereas we further believe that these payments should be made by the Federal 
Government to the various States in behalf of the unemployed because to do 
otherwise would require concurrent legislation in the various States, in many 
of which the general assemblies will not meet for some time: Therefore be it 

Resolved by the International Erecutive Board of the United Mine Workers 
of America, now in session in Wasihngton, D. C., That we recommend to the 
Congress of the United States the immediate adoption of legislation upon the 
following basis: First, that the unemployment compensation payments be based 
on 75 percent of the average weekly wage of the beneficiary. Second, that the 
payments be made direct to the States on behalf of the unemployed beneficiaries, 
and that this amount be the difference between that paid by the State and the 
amount provided in new Federal legislation, as the basis for computing costs 
of the Federal Government. Third, that the new unemployment benefits be 
paid for the duration of the unemployment period. 


RESOLUTION 


Whereas the procurement of commodities under the mutual-security program 
permits foreign countries to use our money for the producing of such goods 
in the respective foreign countries, and just a trifle of the amount is being used 
for expenditures for commodities in the United States; and 

Whereas nearly a billion dollars worth of purchasing power could be added 
to the public welfare and economy of the United States if these goods were 
produced in our own country and distributed in relief to foreign countries; and 

Whereas Senator Arthur V. Watkins, of Ctah, in the Senate on February 27, 
1958, pointed out the need and necessity for procuring these goods in the United 
States under the mutual-security program ; and 

Whereas we believe this is a step in the right direction and is protective of our 
economy : Therefore, be it 

Resolved by the International Executive Board of the United Mine Workers 
of America, now in session in Washington, D. C., That we heartily approve and 
recommend the procurement of domestic commodities for distribution under the 
mutual-security program. 

Mr. Kennepy. That concludes my statement. 

The CuarrMan. Thank you. 

Now, Mr. Whitehouse, you may read your statement and then you 
may both subject yourselves to interrogation. 


STATEMENT OF ALBERT WHITEHOUSE, DIRECTOR, INDUSTRIAL 
UNION DEPARTMENT, AFL-CIO, ACCOMPANIED BY EVERETT 
KASSALOW, DIRECTOR OF RESEARCH 


Mr. Wurirenouse. Mr. Chairman, and members of the committee, I 
have with me Mr. Kassalow, director of the research section of the 
industrial union department to help me with any technical questions 
that the committee may want to inquire about. 

My name is Albert Whitehouse. I am testifying here today as di- 
rector of the industrial union department of the AFL-CIO. This 
department represents approximately 7 million workers and 69 AFL 
CIO international unions which in whole or in part are affiliated 
with our department. We are a part of the AFL-CIO and operate 
to promote the interests of industrial unions consistent with the 
purposes of the parent body. 
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Concentrated as so much of our membership is in important basic 
industries of the United States, I need hardly tell you that our organ- 
ization has felt with great force the impact of the current economic 
downturn. Indeed, so far as many of our affiliates are concerned, 
the unemployment problem goes back much longer than the present 
crisis. Layoffs in auto, electrical appliances, and steel were really a 
forerunner of this downturn. 

To show you how severe this downturn has been for industrial 
workers, I call your attention to the fact that although total non- 
agricultural employment to date is down only 500,000 compared to 2 
years ago, in manufacturing, where much of our membership is con- 
centrated, employment is dow n closer to a million and a half. 

Moreover, the manufacuring layoffs have been largely among pro- 
duction and maintenance workers, so that for us the situation has be- 
come particularly critical. 


TABLE I1.—Hmployment in millions 


| 


Manufac- 
| Total non Total man- turing, 
agricultural | ufacturing production 
|} employment | employment | and related 
works 
March 195¢ 1.274 16. 781 13. 152 
March 1957 2. 547 16, 93: 13. O85 
March 1958 _. 50. 732 15. 407 11. 607 


Source: U. 8. Bureau of Labor Stat 


ft shouldn’t be surprising in the light of these figures that our 
organization has been speaking out often and hard to urge the passage 
of some by asic mensure to halt this rece S810 yn. 

For us the economic crisis isn’t something affecting the next fellow; 


it is getting right at the people in our organization. 

We are also convinced that this crisis in the industrial sector of 
our economy has serious implications for Pai oar other sectors. Just 
as the sharp drop in manufacturing employment was a harbinger of 


the general downturn, we don’t believe our country will experience 
gener: al recovery until the manufac uring sector begins to turn up 
again substantially. Steel at 48 percent of capacity, autos operating 
at an even lower rate, these are symptoms of the basic weakness In our 
entire eco) ioOmy. 

I recognize that this committee has before it only those bills over 
Ww hic h it has legisl: ative jurisdiction and I shall concentrate a of my 

mony on these hil Is, Since, ho wever, the ti itle of you > he: arings 

“Legislation to Relieve U nemployment,” I cannot retrait from 
making a few comments on the general problem of responsibility and 
legislation in combating the recession. 

Let me first say that I am shocked to think that this downturn has 
been with us for at least 6 or 7 months and we still haven’t taken action 
on those measures which can give us some quick help in this period. 

We seem to be caught between the antiquated 18th Century phi- 
— hy of the sduismete ation and a willingness to make poli tical 

capital by talking much and acting little on the part of some Mem- 
bers of Congress. 
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We have been witnessing a remarkable bipartisan display on terri- 
bly needed tax changes and essential reform in unemployment com- 
pensation. With regard to taxes, I want to reassert our support of 
the AFL-CIO call for a cut of $6 to $8 billion to be concentrated in 
low- and middle-income groups. 

Frankly, the only question I have about this tax proposal is wheth- 
er or not the continuing delay on this matter hasn’t made the figure 
outmoded already. Certainly unless this step is taken this spring, 
we shall face the prospect of having to cut taxes even more deeply 
if we are to get a quick reversal of the current economic downtrend 

I simply cannot understand the administration’s obsession with 
inflation at a time when the economy is sliding sharply downhill and 
there is great idle capacity in practically every industry in the 
United States. 

We in the labor movement were pleading for anti-inflation legisla- 
tion throughout the boom period which preceded this downturn. 
This is one major economic problem which we must work on con- 
stantly, that is the achievement of full employment and prosperity 
with stable prices. 

But our concern with this objective mustn’t paralyze us in the face 
of today’s obvious need to boost consumer purchasing power by tax 
cuts and other measures in order to lay the basis for full economic 
recovery. It should be an elementary enough matter to understand 
that when steel mills are going down, home building has slowed down, 
auto inventories are piled up, and the entire economy is suffering from 
the lack of demand, that any of the tax cut programs that are being 
proposed will not be inflationary but will help us to put people back 
to work and start the economy moving up again. 

The necessity to prevent inflation “when we are at full employment 
is no excuse for our failure to meet the needs of the American people 
and indeed of the entire free world today. 

Failure to meet these needs on these grounds would be like refusing 
to throw a drowning man a rope for fear he might hang himself w ith 
it after he is safely out of the water. 

Almost as misguided as those who resist tax cuts for fear that some 
years hence they may adversely affect recovery are those congressional 
leaders w ho favor public works as opposed to tax cuts to overcome 
this recession. 

Many of these proposed public works programs are very desirable, 
and we are supporting them; but they are simply not going to be 
effective soon enough to give us the leverage we need to get out of this 
slump in short order. 

Aside from tax cuts, I think that reform of our unemployment 
compensation system must also have top priority in combating the 
current downtourn. I cannot understand those people who are con- 
tent with limited, purely emergency measures in this field. Here 
we are in one of the really serious post-war recessions—which for- 
tunately hasn’t yet reached the full scale depression stage—and, the 
unemployment compensation system has been tried and found want- 
ing. It has failed to measure up to the tasks originally set for it in 
the 1930’s—and this is admitted by both political parties. The bene- 


fits are obviously too small, the duration of unemployment compen- 
sation payments is inadequate and even its administration leaves 
something to be desired. 
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Actually, it is 4 years since the President and Secretary Mitchell 
called the attention of the States to the need for action to eliminate 
these very shortcomings. Surely they have had time enough to act. 

Will it take a large-scale depression to get us to make the needed 
changes in the unemployment compensation system? Must we once 
again discover that this important line of economic defense has gaping 
holes in it? 

No program to combat the present recession can be fully effective 
which doesn’t include the passage of the Kennedy-McCarthy bill or 
its equivalent. This bill which would raise benefit levels to some- 
thing near the original goal of the Unemployment Compensation 
Act, and which would extend the duration of benefits is vitally needed 
to help the millions presently drawing unemployment relief as well 
as the tens of thousands of workers who are exhausting their benefit 
rights every week. 

Important as they are, of course, we do not believe that tax cuts 
and unemployment compensation make up a complete anti-recession 
program. They no doubt would have a most immediate kind of 
effect on the economy but the legislation which your committee is 
considering can also help speed us along the recovery road and 
establish the foundation for a more lasting prosperity. 

I have already had several opportunities of testifying on behalf 
of one of these bills, the Area Redevelopment Act. In the 84th 
Congress, I had the privilege of testifying before this very same com- 
mittee on this bill and in the 85th Congress, before the Senate Bank- 
ing and Currency Committee on a similar bill. From personal ex- 
perience I know what hard and continuous effort the chairman of 
this committee has put forth in this field in the last few years. 

While I shall take the opportunity to touch on some of the specific 
aspects of this legislation, I want to emphasize my belief that the 
greatest service this committee can perform in this affair is to report 
this legislation out, shepherd it through the House and eventually 
through the entire Congress. For at least 2 years now, both parties 
have been in agreement that legisative action in the field of area 
redevelopment is necessary and desirable. 

I know how the chairman of this committee, my good friend, Brent 
Spence, has been working on this matter; I can recall that the President 
of the United States called for this legislation as far back as 1956 
and has since repeated his support for it, and moreover as I study 
the past hearings on this legislation, I am struck by the broad bi- 
partisan support for it. Yet, in spite of all this support and the 
hearings that have been held, it is still not on the books. 

I honestly believe that if this legislation had been enacted 2 years 
ago, some of the worst effects of the present downturn would have 
been mitigated and the downturn itself would not have been so sharp. 
We are dealing here with a persistent and acute need. 

While the number of major labor markets classified by the United 
States Department of Labor as areas of substantial unemployment 
reached 70 by March 1958 (of a total of 149 major labor markets in 
the whole country) I think that for the purposes of this bill it is 
noteworthy that even at the peak of the prosperity which preceded 
this downturn 24 major labor market areas were showing substantial 
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unemployment. (This data is for July 1957, generally accepted as 
the peak of the most recent boom. ) 


State 
Labor market area 
ed SOLE 3 Se Oh ee ee aoe Springfield. 
I i a on pal I ore Evansville. 


Muncie. 
Terre Haute. 
i ila iain . _. Fall River. 
Lawrence. 
Lowell. 
SI a a att aad cst Bay City. 
Detroit. 
Flint. 
Grand Rapids 
Muskegon. 
ak ect a cette aa .. Atlantie City 
a a gale nigs pela taiaccei nesstaetaliesaibace sis ack TO 
Durham 
Peabeywanie. 235... ae . Erie. 
Johnstown. 
Seranton. 
Vilkes-Barre 
Pe hs ee et a Knoxville. 
I, rR i es shit Gu. Charleston 
as ol dcleri ; Anchorage. 
a a i ‘ Mayaguez. 
San Juar 


Massachusetts_________ 


Michigan 


Source: Area Manpower Guide Book, 174 Metropolitan Labor Market Areas, U. 8. 
Department of Labor, 1957, pp. XXI-XXV. 

Furthermore, a great majority of these areas had shown signs of 
chronic weakness for the 6 or 7 years preceding the peak of the boom. 
For example, of 20 substantial unemployment areas listed in a Novem- 
ber 1955 De partment of Labor survey, 16 showed up on the July 1957 
list. 

If one analyzes the trend of just the past few moiiths it is evident 
that the unemployment crisis is deepening 
munities which are chronically depresse: 
last to recover when the upturn comes. 

It is this kind of persistent, chronic, rund wn labor market situ itl 


for which this legislat ion is needed. hese are cases where es a result 


in these very ime com 


Thev are likely to be the 


of technological change, shifting markets, pirating of 


wri 
I 
id well-quatihed 


economic movements tens of thousands of seasoned 21 
workers are finding themselves stranded. 

These are not fly-by-night frontier type of cities which can easily be 
dismissed. They are and have been key economic areas of the United 
States. In them can be found a great reservoir of skilled, experienced 
labor. Enormous public resources in the forms of schools, roads, and 
other community facilities are still standing in good shape in many of 
these cities. 

As I study the record of past hearings on this bill and its companion 
in the Senate, [am appalled to find that there are still people who be 
lieve we must let laissez faire take its course, and that the people in 
these areas must be driven out of them by economic pressure 

How can anyone contemplate such terrible economic waste of human 
and physical resources? Moreover, we know from past experience 
that the great migration which this would entail would only mean 
new social problems in the communities to which these people move 
in great numbers. 
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We are not naive enough to imagine that in every case of a surplus 
labor area it will be possible to restore previous, peak job levels. 
Indeed, nothing in any of the bills hitherto proposed anticipates 
such a level of assistance. Every effort, however, should be made 
to help these communities to help themselves to the maximum extent 
possible. In doing this, we will be contributing to the fuller use of 
all our major productive resources, be it in time of recession or 
prosperity. 

When a bill has been before the Congress for so long a period of 
time it is no doubt easy to lose sight of the fact that we are here 
talking about the fate of human beings when we talk about so-called 
depressed areas. 

The unemployed coal miners and railroad workers of Kentucky or 
West Virginia, the textile worker of New England, or the Pennsy] 
vania railway worker has definite skills and roots. He has a home 
which he cannot easily sell in an already distressed area. He fears 
that he cannot easily get work elsewhere and he usually hasn’t the 
finances to move his family about. He lacks training and skills to 
become other than an unskilled worker in another locality. 

He fears also that he may lose public assistance grants or unem- 
ployment insurance by moving. Some other members of the family 
6 iy have either full- or part-time employment and this may serve as 
a major consideration in any decision of whether or not to move. 

I hope the committee will forgive me if for a moment I talk about 
an area which I know from personal contact, namely Kentucky. 1 
have served as president of the Kentucky State Industrial Union 
Council, AFL-CIO for 18 years. 

My own State of Kentuc ky offers a good example, if one dare use 
the word “good” when talking of chronic unemployment, of what 
this bill can help accomplish. Tn this State, we have found that there 
are some 9 smaller labor communities which have been chronic vic- 
tims of substantial unemployment. These 9 include: Corbin, Frank- 
fort, Hazard, Madisonville, Middlesboro-Harlan, Morehead-Grayson, 
Owensboro, Paintsville-Prestonsburg, and Pikeville-Williamson. 

None of these is a major community but, as you doubtless know, in 
addition to the 149 major labor market areas, the Department of Labor 
periodically surveys a number of smaller communities (those with a 
labor force of at least 15,000 with nonagricultural employment of at 
least 8,000) in order to have a fuller picture of the unemployment 
problem, and these 9 are among those so surveyed. 

Even before 1958, when the recession became general, we found that 
these communities were consistently suffering from chronic unem- 
ployment. In 1955, 1956, and 1957, the Labor Department consist- 
ently classified them in the chronic unemployment class. The rate 
of unemployment in these communities has generally been twice as 
high as those in the rest of the State. The steady depression in these 
communities has constituted a drain on the resources of the entire 
State. While the labor force of these 9 areas is only about 20 percent 
of the State’s total, some 33 percent of the total public assistance paid 
in Kentucky went to these communities in the 1955-57 period. 

The very depressed nature of these areas caught them up in a kind 
of vicious circle. Jobs are fewer and incomes are lower, and conse- 
quently, schools, hospitals, housing, transportation and the like, often 
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tend to fall into the substandard categories. In turn, this helps to 
perpetuate the low income and standards of the people in the area. 

Again, by way of example, a survey made in recent years shows 
that nearly 20 percent of the housing in Ashland and Pikeville and 
35 percent of the housing in Hazard and Harlan was substandard. 
The same story can be told for schools. In three eastern Kentucky 
counties, which are part of the chronic labor surplus areas, the pro- 
portion of schools withoutside toilets was 86 percent in 1956. Not 
1886, but 1956. The same situation exists for hospitals and medical 
facilities—the chronic depressed communities lag behind in substand- 
ard housing, unable to attain even average medical and hospital care, 
the people in these areas lack the resources to break out of the vicious 
circle. 

By and large, the depressed areas in Kentucky reflect the great 
decline in coal mining and railroad employment. Something must 
be done to provide new hope for these people; and, practically speak- 
ing, this something must largely be new manufacturing industries. 
But the capital resources for such new industries are naturally not 
available in these rundown communities. Moreover, in Kentucky 
as a whole the number of manufacturing jobs is half as great in 
relation to the population as for the United States as a whole. This 
circle cannot be broken without outside national help. 

State and local surveys have found, however, that there are resources 
to be developed in this State and that the potential of the labor force 
is good. 

The kind of assistance with the Area Redevelopment Act can 
render—capital loans and grants, technical assistance and so forth— 
these things can determine the difference between a chance for a 
decent life for these people or the prospect of being hopelessly doomed 
to a miserable substandard existence. 

Let me anticipate in case anyone thinks outmigration can solve this 
problem, I call to your attention that for the 9 areas combined 
between 1950 and 1955 there was a net outmigration of over 160,000 
people; despite this, the Department of Labor continued to report a 
substantial labor surplus and employment in these communities. 

I mention this situation in Kentucky because I feel I can probably 
best illustrate these problems through my own personal experience and 
knowledge. 

I could, if time permitted, dwell on the problem of rural poverty in 
Kentucky in scores and scores of farm communities. Tens of 
thousands of people are working at jobs where their skills and abilities 
are terribly under-utilized. The result is a form of poverty and low 
living standards which frequently exceeds that of even a depressed 
urban labor market. We hail the vision of the drafters of the area 
redevelopment legislation for including a special title to provide for 
assistance to rural areas. 

Any number of congressional investigations have dwelt upon the 
misery of the lower fifth and even the lower third of the American 
income ladder. I know of no more direct way to help many of the 
families trapped in that category than by doing something construc- 
tive to get at rural underemployment. 

Aid to rural areas and the small farm family merits inclusion in a 
redevelopment bill for additional reasons. Much of the small farm 
family problem is an outgrowth of the tremendous technological 
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progress of the past 15 years. In many cases, the great technological 
advances in industry and agriculture, which made workers and farm- 
ers in particular areas obsolete, were the result of Government assisted 
research programs. It seems quite fitting to me that these victims, 
as it were, of federally supported research programs, should now be 
eligible for assistance under the redevelopment act. To do otherwise, 
would be to make this technological advance which they have helped 
to underwrite by paying taxes a mockery. 

In my previous testimony, I have already covered the main argu- 
ments in support of this legislation and it does not seem worthwhile 
to rehearse them fully again here. I should, however, like to touch 
on a few of the principles which should guide you as you consider this 
legislation. 

1. From what I have observed, the need for financial assistance is 
greatest when a community is caught in the downward spiral. Just 
at that moment when a new waterworks, roadway or powerplant 
might mean the difference between attracting a new plant or not, a 
community is apt to find itself short of capital. The grant and loans 
features of the area redevelopment bill can be of inestimable value in 
cases like this. 

2. The purpose of this type of legislation is not to encourage one 
community to steal jobs from another. What it really aims to do is to 
see to it that, in the midst of an expanding American economy, these 
chronically depressed areas will also have a chance to share in the 
new industries, plants and services. We believe that the bill should 
call attention to the need for careful coordination in distressed area 
work so that no benefits under the program can come to any employer 
who undertakes to shutdown or curtail his operations in one com- 
inunity in order to seek special advantage in another. 

3. While a great deal of emphasis is placed upon loans and grants 
let us not overlook the possibilities in the technical assistance clauses. 
Technical assistance has played an important role in the economic 
development of many of the newly emerging countries in recent years 
and there is no reason why technical assistance adapted to the needs of 
these communities cannot make a significant contribution here at home. 

4. While there is a tendency to think of this legislation as directed 
primarily at major urban communities, we feel that the inclusion of 
a rural redevelopment fund should not be overlooked. Finding cap- 
ital and attracting new productive facilities is frequently a greater 
problem in a small rural community, than in an urban labor market 
area. 

5. In past hearings, there has been considerable disagreement on 
where to house the new redevelopment agency to be set up under this 
legislation. I felt that it was not proper to place it either in the Com- 
merce Department, as some proposed, or in the Labor Department. 
The area redevelopment bill, as recently rewritten in the Senate (S. 
3683), makes an effort to compromise this matter by placing the new 
administration in the Housing and Home Finance Agency. While 
I still believe the idea of an independent agency has much to recom- 
mend it, it would seem that in the HHF A, under the direction of a 
commissioner to be appointed by the President, there is a good pros- 
pect for reasonable objectivity and implementation of the legislation. 

6. Adequate financial support in the form of loans and grants, 
should be written into the bill to insure its successful operation. 
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7. Provisions should be included for vocational retraining pro 
grams, including subsistence payments up to 13 weeks for workers 
undergoing such retraining. 

We think these basic fundamentals can best be met by the passage 
of legislation built upon the principles originally developed in the 
Douglas and Spence bills, on which hearings were held in 1956 and 
1957. As I have already indicated, a few modifications do seem to 
be suggested in the light of these hearings, and the need to insure 
broad support for this legislation. 

As I close my analysis of this legislation, let me again repeat, how 
ever, that what is needed in this area above all now is action. Where 
there is such widespread agreement on so many of the principles > 
this legislation, surely we have a right to look to the enactment of : 
law for area redevelopment in this session of Congress. 

I am persuaded that once this law is on the books and has been in 
operation for some time, we shall look upon it as a vital cog in the 
arsenal of economic measures which have been enacted since 1933 to 
prevent depressions, and to insure the possibilities of sustained long 
term economic growth. In clear, constructive fashion, this bill is a 
necessary and significant implementation of the Employment Act 


of 1946. 
WE ALSO SUPPORT IMPROVED COMMUNITY FACILITIES LEGISLATION 


The AFL-CIO has already expressed its support for improved com- 
munity facilities legislation. We think this legislation can help speed 
up needed public works and in time reduce unemployment for nearly 
30 years, local communities have been compelled to postpone needed 
public improvements because of the pressing urgency of one priority 
or another. 

First, there was World War II, then the danger of postwar in 
flation, then once again the Korean War, and so it has gone. This 
bill should be passed for two reasons: In the first place, it will help 
communities to construct badly needed facilities, and it will also help 
the Nation to overcome the recession. 

The new broadened definition of “public works” and “public 
facilities” contained in the bill is also an important improvement. 
For our part, we should like to propose that special priority under 
this bill be given to needed school construction. Perhaps a definite 
part of the $1.9 billion called for by the bill should be earmarked for 
school construction purposes. 

In reading this bill, [ was distressed to find that the usual Bacon 
Davis Act provisions to safeguard the established wages, and working 
conditions of construction workers are not included. We urge the 
committee to make the necessary amendments to extend the Bacon- 
Davis protections for work which may be done under this legislation. 


WE ENDORSE PRINCIPLE OF LEGISLATION TO PROVIDE EQUITY CAPITAL FOR 
SMALL BUSINESS 


I know the committee is also considering legislation to provide 
equity type credit assistance for small business. We in the labor 
movement have long felt that small business was unfairly handicapped 
in this matter of obtaining capital for growth and expausion. 
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I cannot pretend to be an expert on the different types of banking 
facilities, but I do certainly support the general objectives and pur- 
poses of H. R. 10345 and H. R. 12182. And we of the labor movement 
are in support of aid to farmers, as well as aid to industrial workers. 


CONCLUSION 


I must confess to you, as I come to the end of this testimony, that 
while I accord great importance to all of these bills before you, I 
feel that the area redevelopment law should have the highest priority 
in your considerations. It is some 2 years or so, since T first had the 
opportunity to make the views of the Industrial Union department 
known to you on the subject of area redevelopment. 

Since then, these bills have been improved and many of the conflict- 
ing views on this legislation have been reconciled. S. 36838, which has 
already cleared the Senate Banking Committee, seems to me to have 
made a useful synthesis of these different viewpoints. It has taken 
the basically sound provisions of the original Douglas and Spence 
bills, and modified them in terms of some of the constructive criticisms, 
which had been made by Senator Payne and others. 

I think that all of those who have helped to nourish the idea from 
its birth several years ago to what I hope will be its passage into law 
by this Congress, can take much credit. We look forward with hope 
and interest to your early favorable action on this legislation. 

The Cuamman. Thank you, Mr. Whitehouse. 

We will call Governor Kennedy to the stand now for interrogation. 
It is proper to have these two gentlemen testify together because the 
steel industry and the mining industry are very closely associated. 
Mr. MeDonald said it took 40 tons of coal, I believe, to make one ton 
of steel. 

Mr. Tatite. Mr. Chairman—— 

The CuatrmMan. Dr. Talle 

Mr. Barrerr. Dr. 'Talle, will you vield for just a minute / 

Dr. Tatty. Yes, sir. 

Mr, Barrerr. Mr. Chairman, do you think it would be appropriate 
TO offer “a resolution this morning to cul the cl ‘bate time inh half i l 
order to give 1 hese men a chan eto be heard, ana then Oo back On the D- 
minute rule if we find it necessary later 4 

The CHairman. That is up to the committee. 

Mr. Barrerr. I make the motion, Mr. Chairman, that we cut the 
5b-minute rule in half this morning, in order to be fair to the witnesses 
and give other members an opportunity to question them if they see 
fit to do so. 

Mr. Tate. | hope this is not taken out of my time, Mr, Chairman. 

The CHAIRMAN. No, it is not. 

What is the pleasure of the committee? The Chair will certainly 
abide by the will of the committee. What is the will of the ¢ ommittee 
on the motion / 

Mr. Henperson. Mr. Chairman, won't the House be in session in 
about 2 minutes ¢ 

The Cuairman. I think we have an opportunity to continue while 
the House is in session in general debate. I have asked for that 
permission. 

Mr. Tarte. Mr. Chairman 
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The Cuarrman. There is a motion before the committee. 

Mr. Tate. I have a matter of correcting the record that I should 
certainly like to complete. 

The CHarrman. All right. It is a question of personal privilege, 
then. 

Mr. Tair. I am in favor of the motion. 

Mr. Barrett. I move the previous question, Mr. Chairman. 

The Cuamman. Without objection, the motion will be agreed to. 
Now, you may state your point, Mr. Talle. 

Mr. Taiz. Mr. Chairman, I am constrained to correct the record 
and I am referring to page 1108 of the record of yesterday’s transcript. 
I quote: 

Mr. Muuter. I won’t keep you long, Mr. Reuther, but I can’t resist calling to 
your attention what I think points up the difference in philosophy of the two 
political parties, when we had before this committee the Financial Institutions 
Act, a bill written by the big bankers, you couldn’t keep the Republicans out 
of the hearing room. 

All of this afternoon we have had 10 Democrats sitting here and there isn’t 
a single Republican who stayed throughout the rest of the afternoon, although 
two of them were here when we opened the afternoon session. I think that 
points up the difference, the distinct difference in philosophy of which party is 
interested in whom. 

Now, Mr. Chairman, that is obviously unfair. That meeting yes- 
terday afternoon was not a scheduled hearing. I had no notice of it. 
It was even uncertain when we left at the end of the morning session 
whether there would be an afternoon hearing. It was contingent upon 
two things: In the first place, whether permission would be granted in 
the House to sit in the afternoon. That is one contingency. Second, 
it wasn’t certain that Mr. Reuther could be here. He obligingly said, 
“T will if I can, but I have a meeting of the executive committee of 
the AFL-CIO.” 

So, it was uncertain. I had several firm appointments that I had 
to keep and inasmuch as that was an unscheduled meeting, certainly 
it was my business to attend to the things I had agreed to do. 

Now, then, it is wrong in several other respects. Yesterday morn- 
ing 11 of the 13 Republican members of this committee were present 
and they stayed throughout the hearing. That isa pretty good record, 
I would say. 

Furthermore, Mr. Multer is entirely wrong when he said only two 
Republicans were present. The record shows that there were six. 

This is definitely bad business in the committee. I agreed with Mr. 
Reuther yesterday morning when he said that these matters of dis- 
tressed areas would certainly touch the emotions of all of us, and 
they are matters that should not be influenced by party considerations. 
Why, of course not, and I agreed with Mr. Reuther that we should 
look at these things without party consideration, and I suggested too 
that we do that in other matters. 

Things like these, going into the record at public expense, are just 
utter nonsense; they are misleading, and can certainly not do anything 
in the way of promoting constructive action. I resent it and so do the 
other Republicans, and I call your attention, Mr. Chairman, to the 
fact—and I am not complaining now against the Democrats, but since 
the count has been made, there are 4 Democrats in the room right now, 
and there are 7 Republic ans. So if we are going to make an issue 
of that sort, let it be done all the way, although T despise the idea. 
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I think every member of the committee desires to do the best he can 
and he tries, and we shouldn’t find fault with one another. 

Mr. Apponizio. I would just say if you would call the Democrats 
by name that would be helpful. 

Mr. Tatir. Well, I don’t like to do that, but let me say that Mr. 
Addonizio, Mr. Barrett, and Mr. Brown are here and the chairman 
is always here. 

Mr. Barrett. Dr. Talle, will you yield ? 

Mr. Tate. I will be glad to. 

Mr. Barrett. Dr. Talle, I think our committee has a very friendly 
relationship, and I agree with you. I think we should ask the chair- 
man to request Mr. Multer to retract the statements he made relative 
to the members of the committee on the other side. We Democrats, 
as well as you Republicans, have meetings and other affairs to attend. 

Mr. Tate. That is right. 

Mr. Barrett. Often it is necessary to attend the other affairs be- 
cause of their greater importance at the time a hearing is taking place. 

Mr. Tatie. You are entirely right. 

Mr. Barrerr. I think in fairness to all members of this committee 
the chairman should request Mr. Multer to retract that statement. 
I am yielding my time to you, Dr. Talle, so that you can answer if you 
wish, but I do think that we ought to have better harmony among the 
members, both Republicans and Democrats, and if you would agree 
to retract your statement, I think we might persuade Mr. Multer to 
retract his. 

Mr. Tatie. Mr. Barrett, may I say to you that you have always 
been a very fine member to get along with, and that if you will see 
to it that the objectionable matter is taken out of the record, then I 
will ask that my remarks this morning be taken out of the record. 

The taxpayers shouldn’t pay for this sort of thing. 

Mr. Barrett. I will ask the chairman if he will do so. We will 
also ask the member on this side of the aisle to go along with it. 

Mr. Tate. I have a question I would like to ask Mr. Kennedy, 
but in the light of the fact that there is no little time I will withhold 
that. I hope there will be an opportunity later, Mr. Kennedy. | 
remember you from previous hearings. 

Thank you, Mr. Chaiseae. 

The CHarrman. The Chair feels too that personalties don’t help 
the good feeling in the committee. Iagree with Mr. Barrett. I think 
the whole thing ought to be taken out of the record. 

Mr. Apponizi1o. May I ask a question, Mr. Chairman ? 

The Caarrman. Mr. Addonizio, you are recognized. 

Mr. Apponiz1o. Mr. Kennedy, getting back to your statement made 
to the committee, I was deeply interested in that part of your state- 
ment in which you said that unemployment compensation cannot in 
logic or commonsense be classified as a dole. 

In other words, you disagree completely with President Eisenhower, 
because I am sure that is who you really mean. 

Mr. Kennepy. I certainly do. 

Mr. Apponiz1o. Now, Mr. Kennedy, when you appeared before the 
Senate Banking and Currency Committee last year on the so-called 
depressed area bill, you said : 


To accomplish the policy and purpose of this bill, it is quite evident that a care 
ful study was made and the bill has been well drawn. I have appeared before 
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Senate and House committees on similar legislation heretofore and wish to state 
that we endorse and recommend this bill for adoption by the Congress. It is 
certainly a step in the right direction and we commend the authors of the bill 
for their interest and the work they are putting into the solution of the unemploy- 
ment problem which now confronts us. 

Now, Mr. Kennedy, does that quotation still represent your feelings 
with regard to the present depressed area bill that we are considering / 

Mr. Kennepy. It does, Mr. Addonizio. 

Mr. Apponizi0o. Thank you, Mr. Chairman, I have no further 
questions. 

Mr. Bass. Would you yield? 

Mr. Apponizio. I yield. 

Mr. Bass. I think you are in error when you stated that the Presi 
dent said the unemployment compensation was a dole. I am sure 
what you must have referred to was the President’s remarks that title 
Il of this Democratic bill we are now considering in the House, 
amounted toadole. That is what you referred to, is it not ? 

Mr. Apponizi0. I believe that is correct. 

The Cuarrman. We will call the committee under the 21-minute 
rule. 

Mr. Kennedy, your organization is in favor of the redevelopment 
area bill, and it is also in favor of the community facilities bill? 

Mr. Kennepy. That is right, Mr. Chairman. 

The CHAIRM AN. And it is in favor of the bills proy iding for aid to 
small business ? 

Mr. KenneEpy. Very much so, Mr. Chairman, because that more 
vitally affects our distressed areas, because only small business goes 
into our sections of the country. 

The CHamrman. What can we do about redeveloping the areas in 
Kentucky, where the sole industry is mining? Do you think those 
people would be reluctant to leave the land where they have been for 
generations ¢ 

Mr. Kennepy. Our experience has been that they will not leave. 
Their roots are there. And in many sections of Pennsylvania, the 
communities and the State have engaged in an enterprise to bring 
industry in and to help finance industry in those communities. In 
northeastern Pennsylvania, and central Pennsylvania, and western 
Pennsylvania, in the mining districts, for example, and so far they 
have made good progress, and I think the same thing could be done 
in Kentucky and other mining sections if help was given to small 
business to come in there. 

The Cuarrman. Do you think that uses may be discovered for coal 
which have not been dise averee heretofore / 

Mr. Kennepy. Certainly I do. For instance, if we had this resi- 
dual oi] matter straightened out, it would mean a month’s work in the 
mining industry. That residual oil is dumped on the eastern sea- 
board, and it sells anywhere from 2 to 6 cents a gallon, as against 
15 or 16 cents for household oil, which we don’t object to, but we think 
that residual oi] should be cut out, and certainly, in a $514-hillion 
industry a month’s work would mean a great deal, not only to the in 
dustry, but to Kentucky as well. 

And another thing, Mr. Chairman, on the export business of coal. 
We think there is a market for at least 60 millions of tons of coal in 
Europe. We went into the shipping business a couple of years ago, 





LEGISLATION TO RELIEVE UNEMPLOYMENT 579 


with the railroads, and with the coal operators from Kentucky, Vir- 
ginia, and West Virginia, for the purpose of exporting as much coal 
as we could. ‘The ocean a rate at that time on tramp steamers, 
not flying the American flag, was about $15 a ton and as a result of 
our getting into it, that rate is now less than $5 a ton. So we can 
successfully compete with Poland or Russia or anybody else in Europe 
in putting our coal onto the docks of Europe. But we are running 
into the barter system, we are running into subsidies, we are running 
into cartels in Europe, where they short circuit the so-called reciprocal 
trade program, and you can’t compete with a situation like that. 

Poland and Russia are about the only two countries over there that 
can export coal, and here we are helping Poland to develop its mines 
so that they can take our markets in continental Europe, and I think 
the recent loan we gave them was about a hundred million dollars. 

The so-called coal and steel authority in the 5 or 6 European coun- 
tries, is nothing but a big cartel, and I don’t think there is any ques- 
tion about it—and we are supporting it. Our Government is 
supporting it. We think that if we had this market in Europe on 
a fair competitive basis that we could ship 60 million tons of coal to 
Europe. We shipped 50 million tons last year, but you can’t do it 
when they subsidize, and when he help them to subsidize and to go 
along with this barter system which is now prevalent all over Europe, 
in which Russia is the principal beneficiary, along with Poland and 
some of the other satellite countries. 

The Cuarrman. Dr. Talle—— 

Mr. Taure. Mr. Kennedy, I remember you very favorably from 
previous appearances here. Just one brief question. 

In the bill introduced by the chairman, which has to do with de- 
pressed areas, there is a provision in section 7 (c) designed to pre- 
vent loans and grants or for public service facilities unless the State 
body which regulates rates and charges for such public facilities serv- 
ices finds that the services are inadequate for the proposed development: 
in the area. 

That seems like good sense, does it not, Mr. Kennedy ? 

Mr. Kennepy. Yes, sir, we have never had any trouble in the 
mining sections with respect to public utilities service, because there 
is generally a lot of it, in the mining sections. 

Mr. Tatix. Now, may I point out that in the bill the Senate passed, 
there is no such provision. 

Mr. Kennepy. I think the utilities could take care of themselves. 
[ think they could spend a little less money in atomic energy research, 
and a little more in their own business, and the development of the 
coal industry, which is one of its biggest consumers, that they would 
be getting along much better than they do at the present time. 

Mr. Tatur. One more question, Mr. Kennedy. Don’t you believe 
that that would be a proper provision also, in any bill that we might 
pass with reference to community facilities? Some of those may not 
be needed now. The State can help so much in matters of that kind. 

Mr. Kennepy. I agree with you. The State of Pennsylvania, I 
think, has a fund by which they provide 20 percent of the cost, not 
of public service, but of the building of factories and so forth. But 
nothing on public service, as far as I know. 

Mr. Tattr. Well, historically, we have had such provisions in the 
legislation. 

25491—58——-38 
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Mr. Kennepy. Yes, sir. 

Mr. Tatte. Thank you very much for your testimony, Mr. Kennedy. 

The Cuarrman. Mr. Brown 

Mr. Brown. Mr. Kennedy, we are delighted to have your testimony. 
What percentage of the coal miners are without employment today ? 

Mr. Kennepy. We figure about 150,000, Mr. Brown. 

Mr. Brown. I asked you what percentage of the coal miners are 
without jobs today ? 

Mr. Kennepy. Well, we figure that there are 150,000 men idle in 
the bituminous and anthracite districts, and that relates to a working 
population of approximately 500,000. 

Mr. Brown. What percentage was unemployed a year ago? 

Mr. Kennepy. I would say about half of the present number. | 
would say that there were about 70,000 a year ago. 

Mr. Brown. Thank you, Mr. Kennedy. 

The Cuarmman. Mr. Betts—— 

Mr. Berrs. I just want to clear up one thing in my mind, Mr. Ken- 
nedy. Do I understand from your statement that you feel that our 
foreign aid program to Poland is in effect subsidizing their coal 
industry ? 

Mr. Kennepy. Yes, sir, I think it is. 

Mr. Berrs. Then you think we ought to be less liberal in our foreign 
aid program ? 

Mr. Kennepy. I think so, insofar as those countries are concerned, 
at least, such as Poland—we don’t give aid to Russia, but even where 
we do give aid, such as Belgium, for example, they are buying coal 
from Russia and from Poland. We have given aid to the 
Scandinavian countries and we find up there that they are trading coal 
for iron ore, which they are shipping back to Poland, and, of course, 
Poland, since it acquired the Silesian coal fields from Germany under 
the peace settlement, is able to export more probably than any other 
country in Europe. 

Mr. Betts. I think that is a very helpful statement, Mr. Kennedy, 
and I thank you for it. 

The Cuarrman. Mr. Addonizio— 

Mr. Apponizio. Mr. Chairman, the bells have rung. I assume there 
isaquorum. I have already asked some questions and I defer my time. 

The CuarrMaNn. Itisastraight quorum call. 

Mr. Apponizi1o. Mr. Chairman, are we going to continue in session ? 

The Cuarrman. Not if the committee doesn’t want to. 

Mr. Apponizio. I wanted to go over to answer the quorum call. 

The CHatrman. Could you come back this afternoon, Governor 
Kennedy ? 

Mr. Kennepy. I could; yes, sir. 

Mr. Mumma. I note a little hesitation there. Mr. Chairman, could 
I take a minute or half a minute? 

The Cuamman. Yes, sir. 

Mr. Mumma. I think being one of the two Pennsylvania Members 
on the committee, I want to extend my congratulations to Governor 
Kennedy for his good statement, and also appreciate the serious prob- 
lem he has in his industry. 

Mr. Kennepy. Thank you, Mr. Mumma. 

Mr. Barrett. Will you yield ? 
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The Cuatrman. If any members want to stay to ask questions the 
committee will remain in session. If we don’t complete the question- 
ing now we will adjourn to meet at 2 o’clock. We have permission to 
sit. 

We will continue now and see if we can’t get through. 

Mr. Barrett. 

Mr. Barrett. Mr. Chairman, I would just like to have the oppor- 
tunity to welcome Mr. Kennedy before our committee and to say 
that the very brief but very effective testimony he offered is one of 
the things we need very much. He has been and is one of the most 
outsti unding and most beloved men in Pennsylvania. It is certainly 
nice to have him here. 

Mr. Kennepy. Thank you, Mr. Barrett. 

The CHarrman. Mr. Seely- Brown. 

Mr. Srety-Brown. Governor, I want to ask you one question. I 
certainly will join with all of my colleagues here today in expressing 
pleasure at the very fine statement you hs ave made. As regards the 
seventh proposal in which you referred to unemployment compen- 
sation, were the majority of those une mployed, to whom you have 
referred in your testimony, employed in industries where they are 
under present coverage ? 

Mr. Kennepy. Yes, sir; practically all of them. 

Mr. Srriy-Brown. Basically, most of them are, isn’t that so? 

Mr. Kennepy. That is right. 

Mr. Serty-Brown. In other words, regardless of whether or not 
title IT is in the unemployment bill which is presently on the floor of 
the House, if the first title is accepted, that will take care of the great 
majority of those for whom you have expressed a very proper and 
real concern ¢ 

Mr. Kennepy. That is correct. 

Mr. Srety-Brown. I wanted to make sure of that point. 

Mr. Kennepy. In other words, they are under the insurance pro- 
eram, 

Mr. Srety-Brown. Right, and so if the Federal Government takes 
proper action, which I hope we will, at least that part of our unem- 
ployed program, or those unemployed, will be taken care of. 

Mr. Kennepy. That is correct. 

The CHatrmMan. Governor, we are delighted to have your testi- 
mony. I know it will be considered by the committee. 

Mr. Kennepy. Thank you very much, Mr. Chairman and members 
of the committee. 

The CHarrMan. We are always glad to have your views on ques- 
tions of interest to the great organization you represent. 

We will call Mr. Whitehouse for inter rogation. 

Mr. Whitehouse, I want to thank you “for the fine statement you 
have made. I am sure the committee will give great consideration 
to your views. You have certainly presented the case for Kentucky 

very ably. 

Mr. Wutrenouse. Thank you. 

The Crarrman. I am glad to have the Nation know, as I under- 
stand, your organization is in favor of all the bills which have been 
presented to this committee, and of the general purposes of all the 
bills, the redevelopment area bill, the communities facilities bill, and 
the small business bill. 
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Mr. Wuirrnouse. That is right. 

The Cuairman. And in addition you want some constructive legis- 
lation to help the rural areas / 

Mr. Wuirenovuse. That is right. And we want it in this session 
of Congress. 

The CuairmMan. We agree to that. 

Mr. Srery-Brown. May I ask a question before we adjourn, Mr. 
Chairman ¢ 

The Cuarrman. Mr. Seely-Brown. 

Mr. Serity-Brown. I am very much interested and impressed with 
the statement you have made and as a New Englander I have a ques 
tion which you might expect would come from a New Englander. 
As you visualize this program, you would agree with me that none 
of the moneys involved should be used to pirate industry from one 
section of the country to another, is that correct ? 

Mr. Wuirenovse. That is right. Runaway industries are those 
trying to shut down in one area and gain benefits from this bill 
be helped i in another area 

Mr. Srety-Brown. I wanted to emphasize that point. In other 
words, you feel that such safeguards can be written into the pro 
visions of this bill so that I will rot be in fact asking my taxpayers, 
who are workers in a mill, to spend Federal money to encourage the 
plant in which they are working to move to some other section of 
the country. 

Mr. Wurrenovse. We are in favor of the strongest provisions that 
ean be had in that respect. 

Mr. Srety-Brown. Because I think that is important to all of 1 
who come from highly industrialized areas and we want to Keep 
our industry. We want other sections to expand so that we can sell 
more of our products there but we still don’t want to lose the source 
of our own income. 

Mr. Wuirrenouse. And we are not obviously interested in the 
malingerger or anyone trying to circumvent the stated purpose and 
spirit of this legislation on area redevelopment, and the picture that 
you draw, that you are concerned with, we are too, namely that no 
one through a malingering act circumvent the purposes of the 
legislation. 

Mr. Srevy-Brown. Thank you, sir. 

The Cuarrman. Again, I thank you very much, Mr. Whitehouse. 

Mr. Wurrenovse. I thank you and the committee, Mr, Chairman. 

The Cuatrman. Although we have authority to meet this after 
noon while the House is in general debate, I understand the general 
debate will end about the time we could go into session again, so we 
will adjourn to meet tomorrow morning at 10 o'clock. 

(Whereupon, at 11:25 a. m., the committee adjourned to recon 
vene at 10 a. m., Friday, May 2, 1958.) 
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FRIDAY, MAY 2, 1958 


Houser or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10 a. m., the Hon- 
orable Brent Spence, chairman, presiding. 

Present: Messrs. Spence (presiding), Brown, Patman, Mrs. Grif- 
fiths, Messrs, Rutherford, Coad, Talle, McDonough, Betts, Mumma, 
McVey, Bass, Henderson. 

The CuatrMan. The committee will be in order. 

Our first witness is Mr. Christian Sonne, who is chairman of the 
board of directors of the National Planning Association. 

Mr. Sonne, you may proceed to read your statement and then sub- 
ject yourself to interrogation. 


STATEMENT OF H. CHRISTIAN SONNE, CHAIRMAN, BOARD OF 
DIRECTORS, NATIONAL PLANNING ASSOCIATION ; ACCOMPANIED 
BY DR. GERHARD COLM, CHIEF ECONOMIST, NATIONAL PLANNING 
ASSOCIATION 


Mr. Sonne. Mr. Chairman, you have correctly introduced me and 
you have asked me to testify on the area redevelopment bill and also 
to comment on the general situation and appropriate Government ac- 
tion to improve the economic situation. I would like to begin my testi- 
mony with some remarks on the general economic outlook and the 
Government measures which, in my opinion, are called for. 

Current statistics, on a seasonally adjusted basis, indicate that eco- 
nomic activities continued to contract in March and April. Total 
yroduction is now running at a annual rate of probably $30 million 
baie a satisfactorily high level of activity. With respect to the 
economic outlook the picture is neither entirely black nor entirely 
white. On the black side are the recent surveys which indicate that 
business investments in plant and equipment are likely to continue 
to decline into 1959. 

On the positive side is the expectation that Federal Government ex- 
penditures are bound to rise although the increase under legislation 
already adopted will be of limited size only. In addition, State-local 
expenditures are still going up. There is also the prospect that resi- 
dential construction will rise—in part as a result of the housing legis- 
lation passed by Congress, in part as a result of the reduction in long- 
term interest rates. 

Due to the increase in transfer payments, the decline in personal in- 
comes and consumer spending (except for durable goods) has not been 
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as severe as the decline in industrial production. The great unknown 
is the inventory outlook. The rate of decline, however, appears likely 
to slow down. When it will stop and possibly give way to a rise in 
inventories is uncertain. 

I would conclude from these various indicators that with the ex- 
pected increases in Government spending the downward movement 
will probably come to an early halt. It is much less certain, how- 
ever, that sustained recovery will occur in the near future unless fur- 
ther antirecession measures are adopted. I am most doubtful that 
in the near future we will be back on the road towards a satisfactory 
level of activities if we wait for the forces of the market to resume 
their expansion. We should always remember that if we should 
continue at the current level of economic activities for the rest of the 
year, we would by the end of the year be running at a rate closer 
to $40 billion below a satisfactory level of employment and pro- 
duction. 

It is with this economic outlook in mind that I look at the anti- 
recession measures which have been adopted until now. I recognize 
the intensive work done by your committee, particularly in preparing 
the recent housing legislation. Nevertheless, more needs to be done, 
aT: in three different fields of Government measures: 

. A further liberalization of monetary and credit policy which 
will provide sufficient funds for business when expanding markets re- 
quire additional use of business credit. 

2. A further increase in needed defense and nondefense expen- 
ditures programs in which we have deficiencies and which merit ex- 
say irrespective of the recession. 

3. A consideration of tax reduction measures recognizing that the 
increase in expenditures will probably require considerable time and 
that some prompt support of sl: wkening purchasing power is needed. 

In a recent joint statement members of various committees of the 
National Planning Association, representing agriculture, business, 
labor, and the professions have made specific recommendations both 
on needed expansion in programs and on ae rg es for tax reduc- 
tion. If the committee desires I will submit these statements for 
the record. 

The Cuamman. They may be incorporated in the record. 

Mr. Sonne. I recognize that there is not much time left for addi- 
tional legislation in this session of C ongress and that considerable 
time is needed for implementing Gov ernment expenditure programs. 
Therefore, I believe that not much more than an increase of about 
$4 billion in expenditures could be expected for the fiscal year 1959 
from legislation already adopted or under deliberation. 

This increase in Government spending plus a tax reduction of about 
$7 to $8 billion would provide the economy with the stimulus which I 
believe would put us back on the track of expansion. This would 
make business expansion attractive again, would life incomes, profits, 
and tax yields and thereby would over a period of 2 to 3 years reduce 
the budget deficit which otherwise would occur. An increase in 
expenditures by about $4 billion coupled with a reduction in taxes 
by $7 to $8 billion seems to be large. However, it is not too large if 
seen in the perspective of the task, namely raising production by $30 
to $40 billion. 
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I am aware that serious objections may be raised against such a 
program. Some say that it is premature because a recovery may 
come about in response to measures already taken. That is a possi- 
bility. However, further action during this session of Congress 
cannot long be delayed. Since we have to make decisions under con- 
ditions of uncertainty, we should ask ourselves whether greater harm 
could result from action which is too big or from action which may 
turn out to be inadequate. I believe that the recession has already 
caused considerable harm not only in terms of human frustration, but 
also in undermining business confidence, in irretrievable losses of 
production, in terms of its repercussions particularly on raw material 
producing foreign countries, and in damaging our international posi- 
tion in general. 

Ever since the adoption of the Employment Act of 1946 we have 
told ourselves and the world that we now have the determination, 
the machinery, and the know-how to act in case of a serious economic 
downswing. I fear there has been too much hesitation in carrying 
out the anticyclical policies which were practically agreed should 
be used when the occasion arose. This hesitation may be in part 
explained by the fear of adding to a budget deficit. which will be 
large anyway as a result of the recession. 

However, while we are hesitating, the problem is growing in 
magnitude, the expected recession deficit is becoming larger, and 
confidence is being shaken. In this situation I think it is more pru- 
dent. to err on the side of acting too boldly than too timidly. 

It may turn out that 1 or 2 years from now Government demand 
plus business demand plus investment demand plus consumer demand 
will have risen so much that they strain our capacity to produce. Re- 
membering that we have in the aggregate $30 to $40 billion to go, 
it is not very probable that this will happen so soon. 

Nevertheless, if it should happen, particularly if the international 
situation should force us to step up defense programs sugstantially, 
we will have to mobilize our productive reserves—not only by bring- 
ing the unemployed back to work, but also by working longer hours 
and giving some of the older and handicapped people a chance to 
continue to work if they desire. 

When rising demand for goods reacheg the limits even of our elastic 
capacity ceiling, restrictive tax, fiscal and credit policies could be 
resumed. ‘True, we have not yet mastered the seaitaaas of inflation, 
particularly of the cost-push variety. It would, however, be de- 
featist if because of our fear that we will be unable to master the 
problems of a possible future price rise, we decide to run the risk 
of prolonging mass unemployment and leaving productive capacity 
unutilized. Taking this risk is unjustified even in normal times; in 
a period of coexistence with a hostile rival system of economic, so- 
cial, and political organization it would be unforgivable. 


THE AREA REDEVELOPMENT PROGRAM 


Mr. Chairman, I am turning now to the problem of depressed areas. 
Several bills have been presented for your consideration to grant 
assistance to depressed areas. Although there are substantial differ- 
ences between these bills, the various sponsors appear to be unanimous 
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that the Federal Government has a definite responsibility in this area. 
This recognition is, in my opinion, an important step forw: ard. These 
hearings in themselves give ample proof that the various branches of 
the Federal Government are concerned with the problem of local 
unemployment or underemployment. 

In 1955, the National Planning Association established a special 
committee on depressed areas consisting of 21 members isles: agricul- 
ture, business, and labor. There were differences of opinion among 
the members with respect to the most effective role of the Federal 
Government, local government, and private organizations in dealing 
with the problems of depressed areas. Neve theless, with only one 
or two exceptions, all members agreed that the Federal Government 
in cooperation with local authorities should assume a definite re- 
sponsibility in this respect. 

This special committee of the National Planning Association for- 
mulated a policy statement which has been published together with 
a report by William H. Miernyk. If you wish, Mr. Chairman, I will 
be happy to provide the committee with a copy of that policy 
statement. 

(Policy statement appears at end of prepare «1 testimony. 

Promoting economic growth and stability is the greatest contribu 
tion the Federal Government can make towards the solution of local 
distress problems. The problem of local readjustment and _re- 
habilitation can best be solved under conditions when the national 
economy is active and expanding. Nevertheless, even during the 
favorable period of recent years, a considerable number of industrial 
communities and rural areas failed to participate in the general 
prosperity. These depressed areas which suffered already during 
the period of prosperity suffer even more now, during a period of 
recession. Between January 1957 and January 1958 the unemploy- 
ment rate rose 40 percent in ten mi jor labor market. areas classified 
as labor surplus areas over the past ye: 

For the Nation as a whole, the sila yloyment rate during this 
period rose 37 percent. This means that unemployment in the de- 
pressed areas for which we have that information rose 10 percent 
more than in the nation as a whole. The problem of depressed areas 
has been aggravated not only by the rise in unemployment. In addi- 
tion, the ability of the States and communities to help themselves 
has been substantially reduced. If there was a case for a Federal 
program during good times there is an even stronger case now. 

The Government has been adopting a number of antirecession 
measures and is engaged in deliberating further measures designed 
to combat the recession. It seems to me that at the present time the 
problem of depressed areas should be regarded as one phase of the 
general problem of the recession. And yet, unless we adopt prompt 
and effective measures to cope with the specific problems, depressed 
areas may stay with us even after we have come out of the recession 
and after economic growth has been resumed. 

Economic growth is uneven by its very nature. Areas which abound 
in oil or gas flourish while some coal districts suffer. A number of 
textile industries have moved South, but the unemployed workers 
have remained in New England and elsewhere. New agricultural 
technology has enabled farmers in some areas to reduce costs in line 
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with the decline in prices. At the same time, in particular areas of 
the South many farm workers are underemployed. 

The National Planning Association only this Monday issued a 
preliminary study which discusses several surveys of specific local 
communities for evaluating local area problems. (See Local Eco- 
nomic Activity and Foreign Trade, National Planning Association, 
Special Report No. 48, April 1958.) 

No one would suggest that change should be retarded; nor that the 
areas and individuals concerned should simply rely on Federal assist- 
ance for their rehabilitation. However, all our emphasis on self- 
initiative and local self-responsibility cannot hide the fact that the 
rehabilitation of some of these eal industrial and rural areas 
is beyond the capacity of local or individual self-help. 

Our social security and farm support legislation recognizes our 
responsibility for mitigating distress. The Federal and State Govern- 
ments expend millions of dollars for relief, unemployment insurance, 
and farm support measures without removing the causes of distress. 
We have coined the phrase “helping others to help themselves” with 
respect to foreign aid in underdeveloped countries. In a similar 
manner we should help the underdeveloped or distressed areas in this 
country to help themselves. Federal assistance should never be re- 
garded as a substitute for local self- responsibility. Rather, it should 
serve the purpose of making local initiative fully effective. The 

rarious legislative proposals under consideration should be judged by 
this standard. 

MEASURES FOR FEDERAL ASSISTANCE 


The experience of the past decade indicates quite clearly that in 
many cases some measure of Federal assistance would be helpful in 
solving the problem of persistent localized unemployment. There 
have been cases in which local efforts were successful in solving local 
unemployment problems. Any legislation, therefore, should make 
Federal assistance available only in cases in which local efforts have 
not been able to solve the problem. 

Furthermore, Federal assistance should be on a clearly cooperative 
basis, to assure that no Federal agency would be able to dict tate what 
activities a particular community should decide to engage in. A 
Federal program should include measures for (1) technical advice 
and assistance, (2) financial aid in form of loans or grants, (3) voca- 
tional retraining of workers, (4) assistance through Government 
procurement programs, and (5) possibly certain tax concessions. 

With your permission I should like to comment breifly on each of 
these possible measures. 


1. TECHNICAL ASSISTANCE 


Providing community leaders with technical advice and assistance 
would probably be the most important ele e which could be rendered 
by an agency concerned with depressed ar A thorough economic 
analysis 3 should first be made of the ce uasiuiaite, 

Federal, State, and local agencies could cooperate with the affected 
community to establish the facts of the situation and to outline various 
possibilities for the creation of new job opportunities. These surveys 
would not only make use of local talent fully familiar with conditions 
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in the community, but would also draw upon the advice and counsel 
of technicians and other specialists familiar with problems of other 
communities and new technological possibilities. The combination 
of local participation and the introduction of new ideas from outside 
could provide the drive and enthusiasm that is required to make local 
redevelopment successful. 

One of the advantages of having a Federal agency participate in 
providing such technological advice and assistance is that the problem 
of localized depression could be viewed from a broader perspective 
than that of a single community. Community leaders who are gener- 
ally anxious to participate in a redevelopment effort could be shown 
the picture in broad outline and could then concentrate on the detail 
of their own specific needs and the development of their own program. 
The framework of analysis would be broader than that of the com- 
munity, but in each case the community’s problems would be central. 
And the specific plan evolved would be a plan for the redevelopment 
of this community. 

2. FINANCIAL PROVISIONS 


Once a plan has been prepared, it will in most cases be necessary to 
raise funds in order to initiate the program. Usually, where serious 
localized unemployment has persisted, sufficient funds cannot be 
raised locally. The difficulty in obtaining the required financial as- 
sistance has often hampered the best laid plans for local industrial 
and commercial development, even in those communities which have 
vigorously pursued a campaign to create new job opportunities. 

The various bills differ with respect to their loan provisions. I 
would favor loan provisions for plant and equipment facilities both 
industrial and rural development areas. I also recognize the desira- 
bility of providing loans for public facilities. However, under present 
conditions it would be desriable to make some provision for extending 
direct grants to distressed areas. While the Area Redevelopment 
bill provides for such grants, consideration might also be given to 
adding such a provision as an amendment to the Community Facilities 
bill. 

It may be useful to recognize the magnitude of the task which these 
program undertake to solve. In order to bring the unemployment in 
the depressed areas down to the national average, approximately 
200,000 jobs would have to be created. Let us assume that the primary 
addition of 120 jobs would lead automatically to the creation of 80 
further jobs. Then, about 120,000 new jobs would have to be created. 
Assuming that the creation of one industrial job—excluding farming 
and financial institutions which are not likely to occur— require an 
investment of $15,000, it follows that the total capital requirements 
would be approximately $13, billion to be applied from Federal, State 
and local, public and private sources. 

Though a large portion of these funds will be provided by pri- 
vate financial and banking institutions, over $500 million long-term 
investments of Federal money might be needed. I think it is useful 
to face up squarely to the potential magnitude of the problem and to 
recognize that this bill can do much to meet those needs. 

I have a comment on the financial aspects of this program. Vari- 
ous proposals differ with respect to the relative contribution ex- 
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pected to be made from Federal, State and local governments, and 
private funds. I believe that more important than the maximum and 
minimum percentages are the conditions under which the loans are 
to be granted. 

If the Federal loans are extended as first mortgage only, I am 
afraid that the attitude of the Federal Government would fail to 
impress the State and local leaders who would find it difficult to 
provide second lien loans over and above the equity capital which 
naturally must take the ultimate risk. We should not forget that 
we are dealing with distressed areas. If under such circumstances 
we want the Federal Government to see the job done, then the first 
lien should be left as collateral for State and local loans and the 
Federal Government should be satisfied with second liens. 


3. VOCATIONAL TRAINING 


In many communities vocational training, including possibly sub- 
sistence payments, may be required if localized unemploy ment is to 
be eliminated. In Utica, N. Y., for example, the desirability of 
vocational retraining for displaced workers was clearly demonstrated. 
The construction of new facilities, such as industrial parks, new 
plant structures, etc., in an effort to attract new types of economic 
activity to a depressed area, would scarcely seem desirable unless 
the prospective tenants of these facilities could be assured of an 
adequate and capable labor supply. To provide needed safeguards 
applicants for vocational training should be carefully sc reened. 


4. GOVERNMENT PROCUREMENT 


Many efforts have been made in the past to obtain preferential 
treatment in Government procurement contracts for firms located 
in depressed areas. The impact of these efforts has been relatively 
unimportant. 

Critics have argued that competition for Government contracts 
hinges in many cases upon differences in labor costs thus penaliz- 
ing the higher-wage workers in some areas. It might well be that 
the best attack upon this problem is by providing for fair and equit- 
able labor standards on all Government contracts. 


5. TAX MEASURES 


The policy statement of NPA to which I referred earlier suggested 
that firms making new investments in areas of chronic unemploy- 
ment might be given the privilege of rapid depreciation of new 
facilities. Such a provision is not included in the present propo- 
sals. The tax privilege should not be extended when a firm simply 
moves its operation from one place to another. It should be given 
primarily to encourage the creation of new local industry. If sub- 
sequent consideration is given to such tax privileges, 1 hope this 
principle will not be overlooked. 


THE DEFINITION OF INDUSTRIAL REDEVELOPMENT AREAS 


I have some hesitation about the definition of the “industrial re- 
development areas.” I agree with the principle that account should 
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be taken both of the percentage and the duration of unemployment. 
However, in view of the current situation, I question the wisdom 
of using any specific number, be it 6 or 8 percent, as a criterion. 
Any prolonged depression would enlarge, any prolonged prosperity 
reduce the number of redevelopment areas without necessarily chang- 
ing the local causes of distress. 

Therefore, I would give most serious consideration to the propo- 
sal that an industrial redevelopment area be defined as an area which 
for a specified period of time had unemployment of more than a 
certain multiple (for example, 114 times) of the national average. 
Such a formula, however, should also recognize that assistance to 
a chronically depressed area might have to be continued even if 
unemployment in a particular single year may fall below this 
standard. 

In conclusion, I should like to emphasize two important prin- 
ciples; first that a successful program of assistance requires ener- 
getic and experienced administrators. They must be men who are 
familiar with not only the problems of depressed areas, but who 
also have the determination and the wisdom to use this program to 
revitalize the distressed community. And the second, that the pro- 
gram should result in a greater national employment and a higher 
income. A social-assistance program which resulted only ina differ- 
ent distribution of distress without any overall improvement in the 
economic situation would hardly be desirable. 

Similarly, an effective depressed-areas program must contribute to 
an increase in total production and total employment, not merely to 
a shift of production and employment from one area to another. 
We are seeking a program to help depressed areas participate in na- 
tional economic growth and well-being, not to distribute the dis- 
tress more avenky throughout the economy. 

Some recognition has been given in these bills to this principle. 
I doubt however that any legislative provision can be written so 
as to give an ironclad assurance that mere shifts in the locatian of 
production are prevented. Successful implementation of this pro 
gram requires an independent Administrator who fully understands 
the objectives of the legislation and who has the power and recog 
nizes the obligation to veto any measure which, in his judgment and 
in the judgment of his advisory committees, may violate these 
objectives. 

If depressed areas are considered as a subject merely for relief, 
I am convinced the goals could be achieved at lesser expense than 
provided by these bills. If, however, you regard these measures as 
instruments in our tool chest for implementing a policy y of economic 
growth and stability, then the outlays provided will be a sound in- 
vestment, which will pay dividends both in monetary terms and 
human values. 

(The statements submitted for the record by Mr. Sonne are as 
follows :) 


PoLticy STATEMENT BY THE NPA COMMITTEE ON DEPRESSED AREAS 


1. Chronic local unemployment is a national problem 

In the midst of the greatest prosperity we have ever known, many localities 
have been suffering from chronic unemployment. This unemployment presents 
a double threat to our way of life. It threatens our internal development, 
and it threatens our external security. 
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It threatens our internal development because that development has been 
based on a continually growing domestic market.* If many people, through 
unemployment, are removed from the market as full-scale consumers, our 
economy will not continue to grow as it might. Moreover, a powerful motive 
force in our economic growth has been our acceptance of equality of op- 
portunity as a social goal. If opportunity is severely limited in many com 
munities through no fault of the communities themselves, faith in our objectives 
will be impaired and the motive force which that faith supplies will be 
correspondingly weakened. 

Chronic unemployment threatens our external security both because it mars 
our posture and because it prevents us from realizing our full strength. The 
leaders of many hundreds of millions of the world’s people are hostile to us: 
one of their central doctrines is that unemployment is inherent in our system; 
hence any unemployment we experience is a propaganda success for those 
leaders. But of more tangible importance to our security is the loss of produc- 
tion and income and the dissipation of human effort resulting from our failure 
to utilize our full economic potential. It increases the costs of government 
and the cold war borne by the employed groups. Unemployed people and 
unused capacity discourage our friends and encourage our foes. 

Clearly then, chronic unemployment anywhere in our economy is a matter 
of national concern, especially since local efforts to end this unemployment, 
even when well organized and undertaken wholeheartedly over a considerable 
period of time, have almost always, as the accompanying report shows, fallen 
well short of complete success. 


2. The Federal Government should assume the responsibility for a vigorous 
program to remove chronic local unemployment, in collaboration with local 
and private programs directed toward the same end 

rhe most urgent recommendation of this committee is that the Federal 
Government establish soon some effective program for dealing with chronic 
local unemployment. Because many of the measures required may be new 
and because the interest of the public in results will be great, any program 
adopted should be set up and administered so as to encourage the maximum 
use of initiative on the part of those conducting it, and the maximum attention 
to whatever results are achieved. 

A Federal program should not supersede local programs directed to relieving 
local unemployment. On the contrary, it should supplement them, and should 
stimulate even more local effort than is now being directed toward this prob- 
lem. It should help to call forth private efforts as well, some perhaps on a 
national scale, from corporations, unions, associations, and others with an 
interest in the situation. Federal policy should recognize chronic local un- 
employment as a national responsibility and should mobilize all efforts to its 
solution. 

Any program for the execution of such a policy is sure to be varied and 
adapted to local needs, as the following remarks on the elements of such a 
program make clear. Because of this complexity, we give in the following 
sections only the elements around which policies may be formed. 


8. A positive Federal program for ending chronic local unemployment should 
undertake new and expanded activities providing for technical assistance, 
certain kinds of financing, and specific types of tax exemptions which would 
stimulate the expansion of business enterprises, or encourage new businesses, 
suitable for the respective areas 

The essential preliminary to an attack on chronic local unemployment is a 
thorough planning study of each area affected. This study is necessary to 
determine what industries might be encouraged, what regional resources might 
be used, and what facilities might be developed. Studies of this kind are 
needed in the beginning of any program and should probably be put on a con- 
tinuing basis, to turn up new opportunities and to plan for changing conditions.** 

In the course of these studies special requirements for public works may be 

uncovered. So some provision for special public works may become a part 


r 


‘The development of the United States has also been based upon taking advantage of 
changes which have resulted in the obsolescence of resources, locations, and personal skills. 
Chere is growing resistance to accepting such obsolescence as a price of progress. ‘The pro- 
vram proposed by the committee, by assisting adaptation to change, would remove resist 
ance to progress based upon fears of such obsolescence Alfred C. Neal. 

**While no program can or should endeavor to push back an inevitable economic or social 
trend, each of these studies should assume that any affected area with vigorous and coop 
erative local leadership has its place in the national economy until a thorough, realistic, 
and sympathetic exploration establishes the contrary.—Luther H. Gulick. 
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of any thorough program to relieve chronic unemployment. In any event, 
overall study and planning from the community point of view is the needed 
background for any approach to the selection and stimulation of industries 
that will give the employment desired. The stimulation that can be offered 
is summed up under the three headings that follow. 


TECHNICAL ASSISTANCE 


Technical assistance to explore and encourage new business possibilities is 
the first type of assistance to be given these communities. Every type of tech- 
nical skill, from the skill of the geologist to the skill of the travel promoter, 
ean be directed to the determination of new business potentials in depressed 
areas and to the staffing and establishment of those that seem most promising. 
Work of this kind has been liberally and successfully financed by the Federal 
Government in its overseas economic aid programs. The methods developed 
there can be appropriately applied to our own country. Existing business firms, 
especially if they are represented by small units, may be put in a position to 
employ more people through the provision of technical assistance in the form, 
for instance, of cost accounting and production studies, industrial design sug- 
gestions, and marketing studies. Business contemplating branch plants in de- 
pressed areas may be stimulated to action by technical assistance directed to 
labor market studies and studies of the availability of services and facilities. 
Similar assistance should also be given the “sick industries” to enable them 
to diagnose their difficulties, consider and plan for their expansion and revita- 
lization. Technical assistance need not be limited to the Federal Government. 
Private organizations, both business and nonprofit, can supply aid of this kind 
more readily, perhaps, than they can supply any other kind, and they should 
be encouraged to do so. 

FINANCING 


A modern, one-story, general purpose factory building available for rental or 
sale at a reasonable price has often served as in inducement to a manufacturer 
to locate in the area that offers it. The inducement is most often accepted by a 
manufacturer who is expanding into a new area, is sometimes accepted by an 
already established firm that otherwise might expand elsewhere, but is rarely 
of critical importance to a firm that is just getting started. Throughout the 
country there are many local funds for building such plants and a number of 
private or public sources of additional funds at the State level. It is possible 
that the Federal Government might enter this field of new plant financing 
in depressed areas either through primary loans, through supplementary loans, 
or through the guarantee of loans made by private agencies. * 

Public financing of private industry beyond the facilitation of loans secured 
by land and general-purpose buildings raises serious questions both of principle 
and of practice. The need of the depressed area may determine the principle 
to be applied, while the methods for supplying such financing in a satisfactory 
manner may be conceivably worked out.** What must be recognized here is 
that the revitalization of old industry and the creation of new industry in the 
desired places will frequently call for financing that goes for beyond land and 
buildings, and that is not available in adequate amounts or on acceptable terms 
from private sources. Such financing has on special occasions been supplied 
by the Federal Government in its foreign economic aid programs. The Federal 
Government should earnestly examine the possibilities of supplying such fi- 
nancing under appropriate circumstances at home. 


TAX ADVANTAGES 


Relief from taxation may be a powerful inducement to a company to expand 
its activities and thus to increase employment. A form of tax relief that is 
popular because it is in effect merely a tax deferment is the permission some- 
times granted to defense industries to write off new facilities against current 
income more rapidly than would normally be allowed. This permission might be 


*There should be no need for primary financing by the Federal Government. Any com- 
munity which cannot raise some “seed corn” capital itself is not likely to be able to make 
good use of Federal loans anyway. Second mortgage loans or partial guaranties of loans 
iy by private institutions would be sufficient help from the Federal Government.—Alfred 
). Neal. 

**In my opinion, it is extremely doubtful whether acceptable solutions can be found to 
the problems raised by this suggestion.—Arthur Moore. 
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given to any industries making new investments in areas of chronic unemploy- 
ment. Other tax concessions may also be considered. 


}. Migration and relief may often be necessary palliatives to chronic local unem- 
ployment, but cannot be accepted as solutions to the problem 


The migration of people from areas afflicted by chronic unemployment to areas 
where there is a lively demand for labor is going on all the time. It is nature’s 
way of solving the depressed area problem. But, like most laissez-faire solu- 
tions, it takes a very long time and is painful to those involved in it. To accelerate 
migration by offering subsidies to those moving would hasten the depreciation of 
the values of homes and facilities in the depressed areas, and would bring distress 
to families who gave up their old associations. And many, who for purely eco- 
nomic reasons should move, would refuse to move. So the further destruction of 
economic and social values that would result from increased migration should not 
be encouraged until all other measures have failed. Subsidized migration is a 
last resort, an acknowledgment that the unemlopyment problem cannot be solved 
in local terms.* 

Relief meanwhile is needed by those who cannot find jobs elsewhere or who do 
not choose to go seek them at the cost of abandoning their homes. This relief 
may be direct—through the extension of unemployment insurance benefits—or 
it may be provided in the form of work relief. And any such relief can be sup- 
plemented by job retraining services and improved placement services. Work 
relief can be given either on public works or through the direction of Govern- 
ment procurement contracts to local firms. But even the more useful forms of 
work relief are no true substitute for unsubsidized employment, which must be 
the main objective of any program for relieving depressed areas 


Areas of chronic unemployment are more than a challenge to charity or to 
expediency. They offer exceptional opportunities for economic and admin- 
istrative progress in our society 

The foregoing brief review of the elements of a program for dealing with areas 

of chronic unemployment makes it clear that any such program would be con- 
fronted with many opportunities and with much uncharted territory. The need 





*Such migration is extremely destructive of private and public investments and of social 
institutions. ‘Therefore. economically enforced migration on a considerable scale should be 
regarded as a last resort in any locality. ‘Thus while subsidies for migration or specially 
extended unemployment payments for migrants might be desirable in a few extreme situa- 
tions, it is more probable that such inducements would hasten the depreciation of homes 
and facilities and would appeal more to those who ought not to move than to those who 
might better migrate. Subsidized migration is a last resort and should be considered only 
after a most careful general economic and industrial regional survey, as suggested above.— 
Luther H. Gulick. 

Federal discussions and consideration of the problems of distressed areas in the postwar 
years resulted from union petitions and from the appeals of the political leaders in these 
areas, particularly textile communities, which sought assistance in obtaining Federal con- 
tracts, public works, and other aids for increasing employment in these localities. Imagi- 
native study and planning are necessary to help create new locational advantages for many 
of the distressed areas. New public facilities and services are often necessary prelimi- 
naries to make an area attractive to new industry or accessible to markets or able to serve 
as a new source of raw material. Distressed areas are often unable to finance these devel- 
opments from their own revenues. 

Another approach to the problem of assisting distressed or contracting areas is that of 
assistance to contracting or stagnant industries by helping them find new markets and new 
uses for their products or services or otherwise strengthening their competitive position 
and capacity for growth. Provisions for such activities are contained in the bills adopted 
by the Senate and the House Banking Committee during the 84th Congress, 2d session.— 
Solomon Barkin. 

I cannot agree with the recommendation of the committee that it is the responsibility of 
the Federal Government to assume a vigorous program to remove chronic local 
unemployment. 

1. Lawrence, Mass., happens to have been tagged with the dubious honor of being 
the No. 1 depressed area and then No. 1 labor surplus area of the United States. This 
has bee Ls talked about for more than 7 years and yet the Federal Government and the 
State government, with Democratie and Republican administrations, have failed to 
help in any way to alleviate the condition. The only exception to the above statement 
was when the Internal Revenue Service established a branch office employing approxi- 
mately 500 persons in Lawrence. 

2. It is true that areas of chronic unemployment are more than a challenge to 
charity or to expediency, but the challenge must be met by local interests and local 
groups. It has been met in that way in Lawrence, which is today a labor shortage 
area rather than a labor surplus area. Lawrence today has less than 2,000 persons 
unemployed and the average length of unemployment claims is less than 3 weeks. 

The Federal Government’s programs have not been effective. as is illustrated by an 
analysis of the privately controlled Massachusetts Business Development Corp. and the 
Small Business Administration. In 2 years’ time, the Massachusetts Business Develop- 
ment Corp. has loaned approximately $8 million to business in the Commonwealth with 





Footnote continued on following page. 








594 LEGISLATION TO RELIEVE UNEMPLOYMENT 


for action should be sufficient endorsement of an experimental approach. No 
one can now tell what new and rewarding activities may be created by the 
vigorous application of brainpower and money power to areas that now seem 
forlorn. Many years ago the rise of a Connecticut city was attributed directly 
to its lack of natural resources. “The propserity of Waterbury,” an historian 
wrote, “has been due primarily to the poorness of the soil in the country around 
it.’ The depressed areas today offer a similar challenge to ingenuity and deter 
mination. They may come to be an important part of the endless frontier our 
dynamic economy is constantly probing. 


most of it going to small businesses, and doing so with a small operating profit. During 
the same period, the Small Business Administration made 32 loans, exclusive of disaster 
loans, for a total loan of $1,300,000. 

Private development corporations along the line of the Massachusetts Business Develop 
ment Corp. and those of the other New England States are a better answer than any 
Federal assistance. 

On the question of giving tax advantages, it seems grossly unfair to existing business 
and industry and, in certain States such as Massachusetts, any advantage on real estate 
taxes is specifically prohibited by law. 

Lawrence has come back through the help of the people in the city and not through the 
help of any outside agency of the Federal Government 

I am unalterably opposed to the constant demand that the Federal Government step in 
and take care of any given situation whether it be chronic unemployment, chronic crop 
loss, or chronic business loss. 

No program adopted by the Federal Government will ever be effective without the sincere 
desire on the part of local interests to see to it that the job of alleviating chronic unem 
ployment or any other chronic difficulty is taken care of on a local basis.—Aurtz M 
Hans 

Chronic unemployment has persisted in many localities throughout the United States 
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unemployment insurance benefits. Some type of Federal supplementation may be 
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3. While public works are an important part of a Federal program, they should not 





be instituted as work relief, but projects should be judged on their own merit to 
determine whether they would hel - economy of an area concerned. 

4 ‘he Federal program m be careful that it does not improve employment 
opportunities in one community at the expense of another. For this reason, loans or 
any other type of assistance should not be en to any firm which would locate in a 
depressed area by closing down or moving its operation from any other community in 
the United States Peter Henle 

I have a number of reservations with respect to this statement. 

1. As written, the statement places tuo much weight on Federal responsibility and 
initiative, as distinct from State local responsibility and initiative. 

2. The most important aid the Federal Government can provide is in connection 
with research and planning of the kind referred to under sec. 3 of the stutement 
Such aid might include the services of qualified Government experts as well as grants 
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MEMBERS OF THE NPA SPECIAL COMMITTEE ON DEPRESSED AREAS ~ 


H. Christian Sonne, (chairman), president, South Ridge Corp. 

William Batt, Jr., executive secretary, Toledo Industrial Development Council, 
Ine. 

John A. Baker, legislative secretary, National Farmers’ Union. 

Solomon Barkin, director of research, Textile Workers’ Union of America. 

Clyde Brewster, Brewster Motors, Inc. 

Victor C. Diehm, president, Northeast Pennsylvania Industrial Development 
Commission. 

B. L. England, president, Atlantic City Electric Co. 

Harold Furst, regional economist, Bank of America. 

Luther H. Gulick, president, Institute of Public Administration. 

Kurtz M. Hanson, president, Champion International Co. 

Peter Henle, assistant director of research, AFL-CIO. 

Isador Lubin, commissioner of labor, New York State Department of Labor. 

Arthur Moore, Washington, D. C. 

Alfred C. Neal,* president, Committee for Economic Development. 

Charles E. Oakes,** president, Pennsylvania Power & Light Co. 

Eric Peterson, general secretary-treasurer, International Association of Ma 
chinists, AFL-CIO. 

Laurence C, Plowman, vice president, Textron, Inc. 

Richardson Wood, J. Walter Thompson Co. 

Henry 8S. Woodbridge, president, Todd-AO Corp. 

J.C. Worthy, vice president, Sears, Roebuck & Co. 


STATEMENT OF NATIONAL PLANNING ASSOCIATION 


The National Planning Association is releasing herewith two statements pin- 
pointing strong measures for checking the recession. 

One deals with a long-range program for using idle productive resources and 
supporting continued economic development; the other suggests tax cuts which 
would be immediately effective. 

NPA chairman H. Christian Sonne, in releasing the statements, noted that 
even if the longer range program were put into operation immediately, its effect 
might not be felt for some time. The tax cuts, therefore, are needed as a quick- 
acting prop for the economy. 

Approved by representatives otf NPA’s board of trustees and standing com- 
mittees on agriculture, business, labor, and international policy present at a 
joint meeting this week, the statements recommend : 

1. Government and private programs to put the unemployed portion of the 
labor force back to work. 

2. Tax reductions which would at the same time expand purchasing power 
and improve the Nation’s tax system. 


NPA JOINT STATEMENT ON rHeE COST OF UNEMPLOYMENT 


In a dynamic economy in which sume industries and companies and areas 
may be contracting while others are expanding, some unemployment of limited 
size and duration is unavoidable. Continually increasing and spreading unem- 
ployment, however, indicates that the market forces are failing to bring about 
the increases in some sectors of the economy which could compensate for contrac- 
tions in other sectors. In that situation an antirecession program in which the 
Government plays a stimulating role is needed to halt a downward spiral and 
to stimulate recovery. In this statement we do not discuss a complete anti 
recession program. Rather we are concerned with certain less emphasized 
aspects of the costs of unemployment to the Nation. 

Prolonged economic inactivity creates hardship, frustration, and despair for 
the unemployed; businessmen and farmers suffer losses, and communities ex- 


I‘ootnotes by members of the special committee are identified by name and are indicated 
by an asterisk in the committee policy statement and in Mr. Miernyk’s report. Numeri 
cally designated footnotes in the report are by Mr. Miernyk 

*Action on this report was taken while Mr. Neal was first vice president, Federal Reserve 
Bank of Boston. 

**Mr. Oakes did not sign the policy statement, but has approved the publicati 
report. 
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perience financial difficulties. These direct personal and indirect economic 
costs of unemployment are heavy and widely distributed. While unemployment 
benefit payments and other social insurance income serve as a cushion to help 
maintain a minimum of purchasing power for those covered, even the best 
social security system can only mitigate the disruptive influences and the feeling 
of insecurity created by prolonged idleness. Experience during the recessions 
of 1948-49 and 1953-54 and during the current recession has demonstrated that 
our Federal-State unemployment insurance systems are inadequate. There is 
need to improve State laws in three major areas: (1) Coverage of a greater 
number of workers not now eligible for benefits, (2) increased benefits relative 
to current wages, (3) longer and more uniform duration of the period of benefit 
payments. Two decades of experience with a uniform national old-age and 
survivors law, and the variable State unemployment compensation laws, demon- 
strate the desirability to make the unemployment compensation laws more 
nearly uniform through Federal standards. It is important that urgent steps 
be taken through appropriate executive and legislative action to cope with this 
critical situation. 

Unemployment of people and facilities not only causes hardship at home; it 
also injures our allies and friends abroad and thus weakens the international 
position of the United States. We believe that these cost aspects are serious 
at this juncture of world events, and that they are not sufficiently recognized. 
While we are painfully aware of the personal stresses and strains which un- 
employment causes and the urgent need for the actions stressed above, this 
statement is concerned primarily with the losses which prolonged unemployment 
inflict upon the United States as a whole and upon the rest of the free world. 
These losses are especially serious at a time when the American economic 
system is challenged in a test with international communism. This test puts an 
additional heavy penalty on the failure to do what needs to be done anyway. 
Long-lasting substantial unemployment could mean a serious loss in the competi- 
tive world struggle. 

Many countries are critically dependent upon their trade with the United 
States, which is both the world’s largest exporter and its largest importer. In 
particular, many of the raw material exporting countries that are striving for 
greater economic development find that in a period of declining economic activity 
they cannot buy all they need from the United States and possibly from other 
industrialized countries as well because of reduced markets or lowered prices 
for their exports. Thus, a severe and prolonged economic decline in the United 
States would spread to other countries, slowing down their economic development 
and increasing the unemployment and underemployment from which many of 
them already suffer. . 

The political and moral consequences abroad are fully as important as the 
economic effects. The Soviets have made important advances in recent years, 
which they never cease to attribute to the alleged superiority of communism, 
An economic setback of serious proportions in the free world would breed dis- 
couragement and disillusionment and thereby greatly ease the work of Soviet 
penetration and subversion. Economic difficulties in the United States would 
inevitably lower American prestige abroad, weaken our system of mutual defense 
alliances, and break down the resistance of the uncommitted and wavering 
nations to drift into the Soviet orbit. The consequences abroad of an economic 
depression in the United States are in themselves so serious that for this reason 
alone positive action is called for. 

These social and international considerations, however, are not the only 
reasons for making an effective antirecession policy a matter of high national 
priority. The current levels of unemployment, production, income, and con- 
sumption leave a substantial amount of economic resources unutilized. This 
inactivity of men and machines is depriving the Nation of the opportunity for 
greater progress in economic growth and higher living standards. It represents 
a loss of income and production. It reduces economic opportunities for em- 
ployment on the farm and in the factory. There are, for example, the loss of 
steel output of close to half of total steel capacity, the drop in overall industrial 
production of 11 percent over the past year and the substantial rise in the num- 
ber of idle workers in a growing number of cities and towns throughout the 
country. Substantial unemployment means that we are forgoing the possibility 
not only of improving our national well-being but also of strengthening our 
position throughout the free world. 

At the same time recent statements by experts both within and without the 
Government have suggested that we are devoting insufficient resources to many 
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national priority programs: Our present military defense efforts are said to be 
inadequate ; recommendations have been made for an expanded foreign economic 
development program, and serious deficiencies have also been pointed out in 
development programs in such fields as education, research, health, urban re- 
newal, resource improvement and conservation. Also, in many parts of the 
country the problems of water use and pollution control are becoming increas- 
ingly more critical. If deficiencies in these areas are permitted to continue, 
economic growth and development would be impaired. In the light of the present 
decline in investments, increases in these programs are not only feasible and 
desirable in themselves but would also promote economic recovery. 

The National Planning Association believes that this is an opportune time to 
present a statement of some of the national priority requirements which could 
be undertaken through a fuller utilization of our production potential. There 
is a need to identify existing national deficiencies and to indicate where increases 
in private and public programs are urgent. Our Nation can ill afford the para- 
dox of unfulfilled social and economic needs, on the one hand, and at the same 
time substantial amounts of unemployed production resources, on the other. 

If production should remain at the level of the first quarter of 1958, a year 
from now it would run at $40 billion below the potential national output, as the 
size of the labor force and productivity per man continue to increase. At 
present national production is running about $25 billion below the economic 
potential. This potential would increase by another $15 billion over a year’s 
period. Not all of this increased output capacity would be immediately avail- 
able for expanding programs such as for internal development and foreign eco- 
nomic development. For example, a $10 billion increase in Government pro- 
grams, built up over a few years would stimulate perhaps a $15 to $20 billion 
increase in private consumption and business investment. Since it would prob- 
ably take some time before these increases in Government expenditures could 
materialize, a rise in national priority programs by approximately $10 billion 
would leave sufficient productive capacity available to provide for the expected 
increases in consumer and business demand. 

Increases in consumer and business demand both in the manufacturing in- 
dustries and in services and on the farms would also contribute to putting 
the economy back on the road to economic recovery. ‘Toward this end, agri- 
culture, consumer, and industrial consumption could be stimulated through 
better marketing and distribution planning. 

Properly timed an increase in Government programs could be undertaken 
without creating excess demand pressures or overstraining production capacity. 
Too great an increase in new and expanded programs, however, would involve 
the danger of solving the problem of recession by creating a problem of inflation. 
This could be avoided by proper management of the size, timing, and kind of 
programs to be initiated. Different types of programs stimulate different sectors 
of the economy and require different amounts and kinds of labor and capital. 
Methods would be needed which not only establish national priorities but also 
consider the availability of resources required to meet them. 

Programs in some of these vital areas have been woefully neglected in recent 
decades. Improvements in these programs were limited during the periods 
of the Second World War, the postwar rearmament and inflation. The cur- 
rent decline in investment in plant and equipment presents an opportune time 
for bringing these programs up to needed levels. Moreover, an increase in 
Government expenditures over the next several years could take place without 
making it necessary to raise taxes. At higher levels of economic activity tax 
yields would increase even with no charge in existing rates. With a $25 billion 
rise in gross national product, Federal tax revenues could increase by close 
to $5 billion under present rates. However, since Government expenditures in 
the initial period would probably increase faster than tax revenues, a temporary 
Government budget deficit could be excepted. If the recession were allowed to 
grow, however, much greater and prolonged deficits might have to be faced. 

The list of possible programs which could be initiated in a period of reces- 
sion is numerous. These programs encompass the broad field of education 
including both basic and applied research as well as schools, colleges, and 
teachers; the field of resource development and conservation, including water 
supply; flood control; urban redevelopment and highway construction; and 
the field of international economic development and of our economic relation- 
ships with other countries. The need for improvements in some of these areas 
is urgent and pressing. We present here only a few examples of programs 
which could be undertaken or expanded. 
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Education 

As a result of overcrowded classrooms and obsolete and substandard school 
buildings, there is projected for the fall of 1958 a shortage of an estimated 
128,000 classrooms in the public elementary and secondary schools in the coun 
try. To overcome this deficiency would require approximately $6 billion of 
additional expenditures. Nor would this program provide for obsolescence and 
possible loss, through fire and other hazards, of school buildings, nor for the 
expected increase in student enrollment in the years ahead. 

In addition to these public school needs at the elementary awd secondary 
school level are the shortages in facilities at the college and university level. 
The construction needs in these areas are large and can be expected to in 
crease significantly with expending population and as more people seek ad 
vanced education and training. 

Coincident with the need for more classrooms is the need for more teachers 


States and local communities have estimated that an additional 135,000 qualified 
teachers are required in the primary and secondary schools. With total en 
rollment in schools and colleges expected to increase each year by close to 2 
million students, the need for teachers will grow. To attract and retain suffi 
cient qualified personnel, salary scales in many States and local communities 


will have to be raised substantially. 


Development of resources 

With the increase in industrialization, more extensive irrigation, greate1 
population and higher living standards, has come a rapid rise in water utiliza 
tion and consumption. As a result, the problem of providing an adequate water 
supply has become widespread and in many areas has forced curtailment in 
the use of water. The misuse of water resources through water pollution 
further restricts the use and possible reuse of water without undergoing puri 
fication. The Department of Commerce has estimated that an increase in con 
struction expenditures of almost $10 billion is needed to provide adequa 
waterworks, purification plants, and sewage systems. 

Also, urgent programs are needed to correct the deterioration which plagues 
our cities and to provide for the rapid increase in public services required by 
our rapidly expanding metropolitan areas. The problems of urban redevelop- 
ment, housing, transportation, recreation facilities, air pollution control, and 
the problems of depressed economic areas underline the importance of adopting 


bold measures for urban redevelopment and me¢ ! 





‘tropolitan planning. Spread 
over the coming decade, highly useful and necessary redevelopment proje 
would require an additional $7.5 to $10 billion annually. 
Foreign economic development 

Many countries of the world are currently striving to achieve major economic 
as well as social and political transformations. In most instances, their own 
resources must be supplemented by those of other countries if they are to 


succeed. A number of studies have indicated that these lesser developed na 
tions are in need of development assistance in exce of what they now receive 
from the more industrialized nations. These studies have led to suggestions 


that the United States foreign economic development program make available 
additional funds—of the order of $2 billion—principally for extending develop 
ment loans abroad. It is in the national interest of the United States that an 
adequate degree of economic development be promoted in these countries. Sup 
plying funds for economic development abroad increases exports of America 
products, thereby providing additional employment at home while aiding othe 


countries. 


In the present situation the need for greater progress in these areas is so 
urgent that some of the available resources of men and machines should be 
used for making up these deficiencies. Coupled with prompt tax reduction 
which we discuss in a separate statement, these programs would contribute 
to economic recovery and the resumption of economic growth 

NPA JOINT STATEMENT ON PRIORITIES IN TAX REDUCTION AS AN A RECESSION 

MEASURI 


A good antirecession program should not only be effective in stimulating busi 
ness activity, but at the same time, it should also be of lasting national benefit 
Thus an increase in Government expenditures should not only create jobs and 
incomes; it should also contribute to making up deficiencies in Government 


programs. 
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In a similar way, tax reduction should be so arranged that it contributes to 
economic recovery and at the same time leaves us with a better tax system than 
we had before. We believe that because of the urgency of certain national re- 
quirements selective increases in expenditure programs should be part of the 
program to fight against the recession. This refers to truly high priority pro- 
grams. However, prompt tax reduction is also needed to support purchasing 
power. Tax reduction can play an effective role in an antirecession program 
because it can be adopted without delay and would have widely dispersed effects 
on the economy. Also by adopting a carefully selected program of tax reduction 
our tax structure can be greatly improved. 

In this statement we are not proposing a tax reduction program by specified 
dollars and cents. The magnitude of the tax reduction which is needed as a re- 
covery measure depends on the other recovery measures which may be adopted 
particularly increases in expenditure and loan programs. Instead, we address 
ourselves to the type of tax reductions which should be included in a tax re- 
duction program. 

High priority should be given to the elimination of miscellaneous excise taxes, 
particularly on passenger cars, communication, transportation, and a variety of 
such items as electric light bulbs, jewelry, leather goods, toilet preparations, 
sport goods, and so on, but excluding the taxes on alcohol and tobacco, and on 
motor fuel and related items most of which are allocated to the highway trust 
fund. The revenue of these miscellaneous taxes has been running at an annual 
rate of $4.5 billion. If they were removed some part of the revenue loss would 
be recovered by increases in revenue from other tax sources. These excise 
taxes which we propose for elimination were imposed during the war years for 
the purpose of restricting consumption. There is no reason for continuing these 
taxes under present conditions. Their removal would help in stimulating con- 
sumption and reducing costs of transportation and communication. 

A comprehensive antirecession tax program would be most effective if it in- 
cludes the elimination of certain excise taxes with a reduction in the individual 
income tax in order to achieve the broadest possible impact on purchasing power. 

For a reduction of income taxes, particularly in the lower brackets, two main 
proposals deserve consideration. Both have similar effects on mass purchasing 
power. One proposal provides for an increase in the tax exempt limit; the 
other provides for a splitting of the first $2,000 taxable income bracket and 
would lower the standard tax on the first $1,000 taxable income. 

An increase in personal exemptions by, let us say, $100 would take about 4 
million taxpayers off the income tax rolls and would result in a revenue reduc- 
tion of $2.8 billion. Of the total reduction in taxes, 40 percent would favor 
taxpayers with incomes of less than $5,000; 47 percent would go to taxpayers 
with incomes between $5,000 and 10,000; 13 percent would benefit taxpayers with 
incomes over $10,000. 

A proposal to reduce the present tax on the first $1,000 taxable income from 
20 percent to 16 percent would likewise result in a revenue loss of $2.8 billion. 
The decrease in taxes would be distributed by 40 percent, 50 percent, and 10 
percent respectively among the income brackets of below $5,000, $5,000 to $10,000, 
and over $10,000. 

The tax reduction through splitting the first bracket would not reduce the 
number of income taxpayers. To that extent it would leave a broader tax base. 
Both methods could be made effective within a short time through the payroll 
deduction mechanism. 

Promptly eliminating miscellaneous excise taxes and reducing personal income 
taxes for the lower income brackets would effectively contribute to recovery and 
at the same time leave us with a greatly improved tax structure. 

We hasten to add, however, that these measures would not exhaust the list 
of highly needed tax revisions. The combination of the highly fictitious top 
bracket rates in the income tax plus the tendency of gradually widening loop- 
holes calls for a thorough revision of the tax structure. Also the treatment of 
dividends in the individual income tax and the relationship between individual 
and corporate income taxes for reexamination. Such revisions however, 
require longer deliveration and therefore are not suitable elements for the cur- 
rent antirecession program. 

In this statement we have confined the discussion to those proposals which 
offer the most desirable combination of recovery measures and tax improvement. 
These measures could be adopted promptly. 








600 LEGISLATION TO RELIEVE UNEMPLOYMENT 


The CHartrmMan. How is the National Planning Association con- 
stituted ? 

Mr. Sonne. National Planning is a nonprofit organization which has 
four main standing committees. We call them national committees, 
One for agriculture, one for labor, one for business and one interna- 
tional. There are between 30 and 45 members on each committee, all 
outstanding citizens. They are then united through a board con- 
sisting of 40 or 50 people. It is a nonpolitical organization, meaning 
that we have Democrats and Republicans. It is a nonprofit organi- 
zation. It derives its income partly from memberships, partly from 
foundation grants, and partly from selling brochures and pamphlets. 
We take great care that we get no contribution from any one source 
except in a very small amount so it can never be said that they are 
controlled by any one factor. It was formed about 24 years ago. 

The Cuarrman. Your organization has formally endorsed the re- 
development area bill? 

Mr. Sonne. That is correct. 

The CHarrman. Have you taken any action on the community fa- 
cilities bill or the bills to provide loans to small business on reasonable 
terms? 

Mr. Sonne. I didn’t quite hear that. Would you mind repeating 
the question ? 

The Cuarrman. Your committee, I understand, has formally en- 
dorsed the area redevelopment bill? 

Mr. Sonne. Yes. 

The CHatrman. Have they taken any official action on the com- 
munity facilities bill ? 

Mr. Sonne. I don’t think we have taken an official action on it, but 
I would say that anybody who is in favor of the depressed areas bill 
would also be in favor of the community facilities bill. I think I 
stated here that not alone has unemployment in these depressed areas 
increased, but elsewhere, and the local communities are no longer able 
to help economically as they could a few years ago in better times. 
Therefore, the worse times are, the more the local governments find 
themselves in distress and the more necessary is a ¢ ommunity facilities 
bill which as I understand it will find a way of making it easier for 
the States and local governments to borrow from the Federal Govern- 
ment. 

So we do look upon this bill with great benevolence and hope it 
will pass. 

There are one or two things, if you are interested in our views on 
the bill, which I think should be borne in mind. There are some $500 
or $600 million worth of business that has been prepared or is in the 
process of being prepared, and it would be extremely useful if one 
could get it through as a result of this bill. There may be another 
$500 million worth of work that ms iy be started or is just in the process 
of being started. 

But to the extent that plans have already been worked on for some 
time, about $600 million, that work if it was started reasonably 
promptly, would unquestionably have an effect on the local economic 
situation and help us out of our present recession. 

The CHatrman. By the same token, I suppose the organization 
would be in favor of the bills that attempt to provide accommodations 
to small business ? 


LEGISLATION TO RELIEVE UNEMPLOYMENT 601 


Mr. Sonne. Yes, but that is another story. That is an entirely 
different thing. I will say we are in favor of the community fac ilities 
bill. The one thing we would like to point out is that since it doesn’t 
at present provide any grants to the States or to the local governments, 
and since many of those local governments, as you know—have the 
statutory limitations, and since in practice, not more than probably 
600 million could get through in time to really do something on the 
recession, our feeling is that it is a good bill. It is desirable but from 
the long-term point ‘of view than for quick action as is needed now in 
order to try to get out of the recession. We always believe in long- 
term policies. It is just a fact that such a bill as the community 
facilities bill, will not do the whole job. 

The small business capital bill can be viewed from many aspects but 
it really has a close relationship to the distressed areas problem. I 
would gladly enlarge on it if you want me to. 

I sometimes learn by looking back and asking, Why do we have 
these distressed areas? Why hasn’t there been local initiative in the 
past to prevent this. If we had had such capital banks for small 
business, let’s say 25 or 30 years ago, I for one have a feeling that the 
distressed local areas problem would be much smaller than it is today. 
That is one reason why I think we ought to start on some such banking 
system—better late than never. And then you may ask yourselves, 
Why do we need these now when we did not need them in the past? 
That comes back to quite an interesting problem which an old man 
like I have lived to see. There was a day when a man who was full 
of energy and knew his job could go to a bank and borrow money. 
And then came our panic of 1929 ‘and the 30’s and we chose—and 
perhaps wisely—to safeguard the depositors in this country. You 
will remember all the hundreds of banks that failed and we came out 
and said it was too bad that all these depositors or many of them are 
going to lose. So we started bank insurance and Federal loan in- 
surance and Federal Reserve regulations which in effect has taken 
the initiative away from a banker. A banker used to be a very 
important man because he had to decide in those days where the 
savings of the nation should go for the future generations to develop 
the country. Today he can lend money out only if there is satis- 
factory collateral, which isn’t the same thing. 

The Cuatrman. We will call the committee now. Dr. Talle. 

Mr. Tatie. Thank you, Mr. Chairman. 

Thank you for your statement, Mr. Sonne. I know you have 
given a lot of thought to it. I am h: appy to see you here this morning, 
Dr. Colm. You have been very helpful to the Joint Economie Com- 
mittee, and in other ways, too, helpful to members of Congress. 

May I ask one question, Mr. Sonne, relating to page 4 of your state- 
ment, 9 lines from the bottom. I will start with the sentence ahead 
of the one that has the question in it, but I think I should read the 
preceding sentence, too. I quote now: 





When rising demand for goods reaches the limits even of our elastic capacity, 
restrictive tax, fiscal and credit policies could be resumed. 


Now comes the sentence concerning which I have the question: 


True, we have not yet mastered the problem of inflation, particularly of the 
cost-push variety. 
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Will you expand on that? 

Mr. Sonne. I will be very glad to. You have put your finger on a 
very important thing. People g go around and I believe 99 in 100 will 
tell you “Be careful, don’t do to much now, don’t reduce taxes be- 
cause we may get inflation.” 

And so you ‘ask those people what kind of inflation are you talkin 
about? I don’t believe the average man realizes there are two inde 
of inflation that are entirely different animals. The average man 
talks about inflation as the old-fashioned one we knew at the time of 
our ancestors where too much buying power, or money is chasing too 
few goods. Everybody wants to buy a new washing machine, a new 
this and that, and that happened ‘also during the war where the 
energy of the Nation has to go into military equipment. This is what 
you call an old-fashioned inflation. 

Economics in spite of a lot of talk, is a real science. Just like med- 
ical science also exists in spite of quack doctors. That science knows 
of formulas whereby you can cure the regular, old-fashioned inflation 
of too much purchasing power chasing too few goods, by fiscal and 
monetary policy. Put up the bank rate, put up the cost of money, and 
you gradually get the purchasing power down to cope with the situa- 
tion and you again get a lower price. 

But now a comparatively recent thing has developed. Another 
kind of inflation which I happen to call the cost-push inflation and 
that is caused by a liberal upward pressure of the price of labor and 
material, in spite of the fact that there is no shortage of either of 
them. 

Now, the two kinds of inflations can run together but not necessarily. 
We have seen during the last year the unusual thing. Slackness in 
business, and yet higher prices. Now there you come to this cost-push 
situation. And we have also seen by experience, economists who knew 
what they are talking about could have told years ago, that higher 
interest rates, fiscal “policy will not cure that cost-push infl: ition. 
That is a different subject. 

I am on record as having stated that I think it is time that Congress 
should express to the country this feeling, that they are mainly inter- 
ested in full employment or high employment, but that it is also the 
policy of Congress to be vit: ally interested in a reasonable stability of 
srices and, if necessary, they would introduce legislation to that effect. 

‘his would mean a very serious study on the part of Congress, on the 
part of the executive branch and private institutions, with a view 
toward seeing where is it that we can really cope with this cost-push 
inflation, and we suspect, unless there is great statesmanship on the 
part of labor and business, you won't solve it. That is why sooner or 
later Congress has to act. 

But it follows that that kind of inflation has nothing whatsoever 
to do with the ordinary, regular inflation of higher prices because 
of excess demand which we know how to handle. 

And now they come and tell us that we have to move cautiously 
in a country where we have really, today, 6 million unemployed— 
we have 5 million-plus fully unemployed, and then we have over 
2 million who are employed two-thirds of the time, so we have the 
equivalent of 6 million unemployed. We have all the raw material 
in the world and if we haven’t got it we have the foreign currencies 
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with which to buy. We have a terrific productive reserve and yet they 
say “Watch your step, lest you get inflation.” 

If we get, as a result of stimulating the economy, the old-fashioned 
inflation, we know how to handle it. It is more serious if we will 
have this cost-push inflation which we don’t know how to handle 
and I hope the Congress will take steps to learn to know how to handle 
it. 

The Cuatrman. Mr. Brown. 

Mr. Brown. | have no questions. 

The Cuairnman. Mr. Betts. 

Mr. Berrs. Mr. Sonne, I was interested in your comments about 
inflation. Of course, I think another factor may be you overlooked 
is the fact that we are also fighting unemployment and yet there is 
a consistent drive for higher wages? Don’t you think that enters 
into the picture, too / 

Mr. Sonne. That is the point. 1 wish I could talk confidential. 1 


can't. There are two parts. There is labor and there is business. 
| happen to be a businessman. The temptation is great for saying 


to labor, “Listen, I will give you 10 cents for now, and that works out 
this way, that I have to increase my prices by 5 percent. But since 
I have very little competition, I will increase my prices by 8 percent 
and you, labor, will make money and we will make more money 
and the public will have to pay the price.” 

That is why it is a social problem a lot of very sincere people think 
they could cope with that problem by raising the Federal Reserve and 
bank rates. That doesn’t help in that kind of situation. 

But I would remind you that there was a time, perhaps before yours, 
when business was very mad when we started the Sherman Act. That 
Sherman Act—after all, everybody recognizes now—did a great deal 
of good. The mere fact that it exists prevents a lot of things from 
occuring. 

Now, I have a sort of feeling that we have got to do something in 
the way of another kind of Sherman Act, on that problem, which, if 
well-conceived, will prevent this kind of jacking up prices unless it 
is necessary. I am all for labor getting higher wages in line with 
increased productivity. But when labor goes out beyond that and 
when business goes beyond what you may call satisfactory profits, 
then you come to a point where you can only give these higher wages 
and charge the higher prices at the expense of the public. 

Mr. Berrs. I think you recognize that part of the problem. Do you 
think anything will be done about this cost-push pressure on inflation ? 

Mr. Sonne. Weil, anything can be done. I think efforts are being 
made—in fact, we have made efforts to get labor and industrial people 
together, to see whether there couldn’t be a formula of working it. 

Mr. Berrs. Have you had any success? 

Mr. Sonne. Well. not yet. We have had success only in identifying 
the problem. First you have to know whether your analysis of the 
situation is correct. I think to that extent the success is there, that 
we realize we know exactly where the shoe pinches. 

I for one am a realist. I don’t believe that you will get a satisfactory 
solution until Congress takes it wp, until we get something very similar 
to the Employment Act, but I prefer another act, which makes it 
clear to the country that Congress is vitally interested in reasonable 
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stability of prices. And if anybody sins against certain prohibitions, 
that will have to be worked out. It is a tremendous task. Then there 
should be certain laws for preventing them from doing it. Just like 
the Sherman Act prevents your doing certain things. When we get 
that act through, I believe that we can have a good economy with rea- 
sonably high employment and with reasonable stability of prices. 
But until then I am afraid that this new kind of so-called inflation— 
cost-push inflation—will stay with us. But I don’t think that should 

revent our doing the sensible thing when we have a recession. That 
is an entirely different thin 

Mr. Betts. What sail thing do you think Congress should do 
to stabilize prices and wages, and do you think they will do it? 

Mr. Sonne. The best proof of what you do is always put yourself 
in the shoes of those sitting on a little working committee; it would 
take years of study before legislation would come through. You say, 
“What would you do?” I think the first thing to do is to work out to 
what extent we could find a formula which “at the end of the year 
would say the average increase in productivity in the United States 
for the year 1959, for instance, was 214 percent. Supposing that was 
the case. 

Therefore, any price rise in labor within that range has the bless- 
ing of Congress. But assume steel had an improvement in produc- 
tivity of 5 percent, but a barber had no improvement, and he hasn’t 
improved it in the 50 years I have gone to him, then there will be no 
such thing as steel laborers getting the whole 5 percent and the barber 
getting nothing. If steelworkers get 5-percent increase all want 5 
percent. 

The result is that prices must go up. 

There is only one reason that can be given why wages may go up 
by more than average productivity. That is, that business in the past 
has made too much “profit, and labor has a right and still has a right 
to say, “No, we want a little more than increased productivity because 
we still think that business is doing too well.” 

Now, that comes out when you see the statements of business. There 
are probably some businesses who are doing still too well on their 
capital. That will be the next thing that a committee will have to 
study. 

And there is a very interesting problem. I remember when I came 
over here 40 years ago, we always said capital is not worthwhile in- 
vesting unless you make 10 percent. So capital still wanted 10 percent. 
I am not at all sure that our little committee that we are pretending 
we have in Congress would say, “Well, 10 percent was all right 40 
years ago, but think what the country is doing for business now. Re- 
cessions are no longer turning into depressions. There is unemploy- 
ment insurance, there is this and that, there is much more stability in 
business activities. You fellows in business should be satisfied with 
7 percent instead of 10.” 

Now, if we came to that conclusion, labor might still be able to get 
a little more. 

I am telling you the problems. Some of the many problems that 
such a committee would have to face. Sooner or later they have got 
to do it, and it is just a question of when. But it has nothing to do 
with the present recession. 
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The Cuarrman. Mr. Patman. ' 

Mr. Patman. Dr. Sonne, I am sure the members will benefit from 
your testimony, as our Joint Economic Committee has many times 
been benefited by your ony, 

I am glad to hear you talk. I have heard you many times, and you 
are a very fine witness, I always enjoy your statements and appreci- 
ate them. We are limited to 5 minutes of questioning and I want to 
ask you a number of questions. If you will answer them without elab- 
orating too much, I would appreciate it, so I can get in more questions, 
if you please. 

Do you believe that higher interest results in decreasing purchasing 
power, Dr. Sonne? In other words, does it divert purchasing power ¢ 
If we have to pay, say, $5 billion or $10 billion more in interest pay- 
ments each year, doesn’t that result in more money going into the 
hands of people who do not need it and will not use it in the stream of 
purchasing power and out of the hands of people who would use it to 
increase consumer spending ¢ 

Mr. Sonne. I still believe higher interest rates will cause less pur- 
chasing power. 

Mr. Parman. You were quoted in the Wall Street Journal a few 
days ago as saying that you believe this recession—I call it a depres- 
sion and you call it a recession, and that is your privilege—is more 
serious than the 1949 or 1950 recession, and more serious than the 1953 
and 1954 recession. 

Would you state on what economic indicators you base those con- 
clusions, Dr. Sonne, please ? 

Mr. Sonne. We based it on the percentage of unemployed and on 
the time at which they were unemployed. In other words, it has gone 
a little deeper. No so very much, but a little deeper than 1949, and 
also 1953-54. 

Mr. Parman. Are you really disturbed about the present situation 
and the lack of real interest in higher circles in trying to do something 
about stopping the downswing ? 

Mr. Sonne. You prevent me from saying more than two things. I 
very often get acold. And when I was completely well I agreed with 
one of the greatest experts—in fact, all the doctors in the world—that 
the next time I began to develop a cold, I should take a cold shower 
every morning. 

Such happened to our country. Everybody agreed, business and 
everyone, that next time we had a cold—which I call a recession—that 
we should use the anticyclical theory, which is economically right. 

But when the time has come to take that cold shower, we are saying 
“Oh, my God, I don’t dare to because I shall get cold.” The country 
says, “Now, we don’t dare to do it because the country will criticize an 
unbalanced budget.” 

But everybody knew when we talked about an anticyclical policy 
that it would result in an unbalanced budget. Therefore, I think 
we have proved to be cowards. We don’t dare to take the jump. We 
don’t dare to take the cold bath that the doctor told me I should take. 

Mr. Parman. Do you feel we are failing to carry out section 2 of the 
Unemployment Act of 1946 ? 

Mr. Sonne. That is right. We are all sincere, but we are just 
getting a little scared and nervous. 
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Mr. Parman. We are too timid and too shy. We don’t have the 
courage. 

Mr. Sonne. There is this excuse, you see, that we haven’t had so 
many of these experiences. I am sure 10 or 20 years from now when 
we have been through these 2 or 3 times, everybody will say, “Well, of 
course, we should do this.” 

Mr. Parman. Under section 2 of the Unemployment Act of 1946, 
we should take certain actions—such actions as we believe are neces- 
sary to correct any recession. Don’t you believe that the community 
facilities bill, the depressed areas bill, and the small-business capital 
banks bill that are pending before this committee, all would make 
a good contribution to that mandate / 

Mr. Sonne. I believe, No. 1, that the community facilities bill which 
could operate quickly would make a good contribution to the extent 
of six or seven hundred million dollars. As for the balance, I believe 
it is a good bill but it would be too late to have an effect. I am 
afraid that the community facilities bill—and it is a great task to 
start—would be too late for this recession. And that doesn’t mean 
that it isn’t very useful. 

Mr. Parman If I understand your reasoning correctly, you believe 
we are going to have to offer some inducement to these local com 
munities, that we have to give them a grant or a very low interest rate, 
or some other inducement, in order to get this money out quickly; is 
that right ? 

Mr. Sonne. Yes, and a year ago I wouldn't say that. A year ago 

said I prefer long-term, even very low-interest rates. I don’t like 
to give grants. 

Mr. Patrman. Do you mean at a 2-percent interest rate / 

Mr. Sonne. Yes, even one, but on general principles I think I 
would morally rather lend money than give it. 

Mr. Patman. In other words, instead of giving them a grant, give 
them a 50-year loan at very low interest rates, around 2 percent ? 

Mr. Sonne. That is right. 

Mr. Parman. I agree “with you, that unless vw clo something along 
that line we can’t expect these local communities to come forward and 
start these local projects. 

Mr. Sonne. Many of them have a debt ceiling, and even with the 
low interest rate that comes in under the debt ceiling. You have to 

say, “All right, we will give you a grant,” which is very unfortunate: 
I don’t like it. 

Mr. Parman. Even though there are ways to get around the local 
debt ceilings in one of these bills, the people will be a little bit. touchy 
about voting bonds. You see, tax-exempt bonds are paying a terrific 
interest rate, and many of the local communities already have a very 
high tax burden. Many of the people have to pay local taxes on what 
they owe rather than what they own. You take people who buy their 
homes and make a small payment down, they don’t own the homes, they 
owe for them, but they pay taxes locally as though they owned them. 
Therefore, they pay taxes on what they owe, rather than what they 
own. They are getting tired of burdening themselves in such a way. 
We have to give them—just a minute, Mr. Chairman. Iam entitled to 
5 minutes. 

The Cuatrman. Your 5 minutes have expired. 

Mr. Mumma. 
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Mr. Mumma. It is too bad so few of our members are here this 
morning to hear you. When you started I didn’t know how to praise 
you, but it has been most useful conversation. 

[ have no idea who your membership is made up of. Can you tell 
me the six most prominent members of your organization ¢ ¢ 

Mr. Sonne. I — a list here. 

No. 2 is Wayne C. Taylor. He used to be Under Secretary of 
Commerce and preside nt of the Export-Import Bank. 

Mr. Mumma. I thought Sam Waugh was president of the bank. 

Mr. Sonne. This goes some years back. Then we have Frank 
Altschul. Then Clinton Golden, who is an old labor leader. We 
have labor, agriculture, and business. 

Mr. Mumma. Is Reuther a member / 

Mr. Sonne. Yes; Walter Reuther. 

Then we have Lauren Soth, he is vice chairman. He is from the 
Des Moines Register & Tribune. 

Mr. Mumma. Is Paul Hoffman a member ? 

Mr. Sonne. Paul Hoffman was a member, but resigned when he 
went to the Marshall plan. 

Mr. Mumma. Did his views vary very much from yours? 

Mr. Sonne. They were very much the same. 

We made an agreement, | joined CED and he joined NPA. 

Mr. Mumma. Could I ask unanimous consent to put his members 
in the record, the list that you have there / 

Mr. Sonne. I would guess there are about 40 names. I find people 
like Strout 

The CHarrMan. You may put it in the record. 

(The document referred to is as follows :) 


NPA OFFICERS AND BOARD OF TRUSTEES 


H. Christian Sonne, chairman ; president, South Ridge Corp. 

Wayne Chatfield Taylor, chairman, executive committee ; Heathsville, V 

Marion H. Hedges, vice chairman; Washington, D.C. 

Frank Altschul, vice chairman; chairman of the board, General American 
Inve stors Co. 

Clinton 8. Golden, vice chairman ; Solebury, Bucks County, Pa.’ 

Beardsley Ruml, vice chairman ; New York City ’* 

Lauren K. Soth, vice chairman; editor of the editorial pages, the Des Moines 
Register and Tribune * 

Arnold $8. Zander, secretary; international president, American Federation of 
State, County and Municipal Employees, AFL-CIO 

Gilbert W. Chapman, treasurer; president, the Yale & Towne Manufacturing Co. 

Myron M. Cowen, counsel, Washington, D. C. 

John Miller, assistant chairman and executive secretary 

Solomon Barkin, director of research, Textile Workers’ Union of America, AFL 
CIO 

William L. Batt, Philadelphia, Pa.’ 

Laird Bell, Bell, Boyd, Marshall & Lloyd 

R. E. Brooker, vice president, Sears, Roebuck & Co. 

Courtney C. Brown, dean, Gri aduate School of Business, Columbia University 

L. S. Buckmaster, general president, United Rubber, Cork, Linoleum and Plastic 
Workers of America, AFL-CIO 

Harry A. Bullis, chairman of the board, General Mills, Ine. 

James B. Carey, president, International Union of Electrical, Radio and Machine 
Workers, AFL-CIO 

Robert W. Dowling, president, City Investing Co. 

Guy Emerson, Samuel H. Kress Foundation 
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Joseph W. Fichter, farm consultant, Oxford, Ohio 

William C. Ford, vice president, Ford Motor Co. 

Luther H. Gulick, president, Institute of Public Administration 

Rufus C. Harris, president, Tulane University 

Albert J. Hayes, international president, International Association of Machinists, 
AFL-CIO 

Robert Heller, president, Robert Heller & Associates * 

Leon Henderson, president, Doeskin Products, Inc. 

H. M. Horner, chairman of the board, United Aircraft Corp. 

Eric Johnston, president, Motion Picture Association of America, Inc. 

Murray D. Lincoln, president, Nationwide Mutual Insurance Co. 

Donald R. Murphy, director, editorial research, Wallaces’ Farmer and Iowa 
Homestead * 

Charlton Ogburn, New York City 

William S. Paley, chairman of the board, Columbia Broadcasting System, Inc. 

James G. Patton, president, National Farmers Union 

Clarence E. Pickett, honorary secretary, American Friends Service Committee 

Walter P. Reuther, president, United Automobile, Aircraft and Agricultural 
Implement Workers of America, AFL-CIO 

Elmo Roper, Elmo Roper & Associates * 

Theodore W. Schultz, chairman, department of economics, University of Chicago’ 

Herman W. Steinkraus, president, Bridgeport Brass Co. 

Charles J. Symington, chairman of the executive committee, Symington Wayne 


Corp. 
Robert C. Tait, president, Stromberg-Carlson Co., division of General Dynamics 
Corp. 


David J. Winton, chairman of the board, Winton Lumber Co. 


Mr. Sonne. You will find an even distribution of professions, labor, 
Republicans, Democrats, and business. 

Mr. Mumma. There is always this talk about small business needing 
help. Don’t you feel that lots of small businesses start with a revolu- 
tionary idea or a product, and they don’t have much trouble, but you 

take some firm that goes in a well-filled industry, now, like textiles, 
that can be a matter of very common production. They have trouble. 
Would you say that is true? 

Mr. Sonne. That is true because, in other words, very often we are 
in a line that is beginning to go downhill, and a thing of the past. 

I think if it was a question of getting a capital bank for small 
industry 

Mr. Mumma. Well now, you find a lot of small-business men, too, 
they want to grow too fast, and that is a tendency for the Cadillac 

salesman—I am not picking the Cadillac people out, but it appeals to 

his desire to be a big man in a community. The first thing he has a 
very high priced car. He builds a big house. I happen to be in the 
construction business and I always am a little bit wary of the con- 
tractor after being in business 6 months, building houses for other 
people, and he decides to build one himself and he really goes 
overboard. 

Now people like that are asking for diminution of their ability to 
get credit. I drove an old Ford for 6 years before I bought a Hudson. 

The day before yesterday, Mr. Reuther was here and he was 
talking about General Motors. The money they make out of pro- 
portion to an ordinary 7 percent profit. But don’t you think there 
are two different pe in business, one of borrowing money from 
the bank like Chrysler did, and another like General Motors who to 
my mind are getting the money they need to run their business, buying 








1 Executive committee. 








aw 


LEGISLATION TO RELIEVE UNEMPLOYMENT 609 


their new machinery, out of the profits of the business, which in turn 
at some time are shared by the consuming public. 

Mr. Sonne. I think the motor industry has reached a stage now, like 
20 years ago, where they hardly make enough to get the money in the 
market to continue for business. That profit has come down and down 
and down and before you know it it will go the way of the railroads. 

Mr. Mumma. I believe this increased productivity in a lot of indus- 
try is taken up by the coffee breaks. 

"The Cuarrman. Mr. Henderson. 

Mr. Henperson. If I understand you correctly, your feeling is that 
legislation that is before this committee for consideration now prob- 
ably will not very materially affect an immediate recession, is that 
correct ? 

Mr. Sonne. The legislation that is before your committee? 

Mr. Henperson. Yes. 

Mr. Sonne. Youare talking here about long-term programs ? 

Mr. Henperson. Yes. 

Mr. Sonnet. Probably it is too late to make them so large that they 

‘an have effect within the next 12 months. 

Mr. Henperson. Do you have any governmental programs that 
might have an immediate effect upon the economy ? 

Mr. Sonne. At the meeting on the 31st of March, which is quite re- 
cent, the Nations al Planning ‘Association had a joint statement passed 
by practically everybody in agriculture, business, and labor. We rec- 
ommended a tax reduction. We recommended two kinds. Partly, ex- 
cise taxes but not taxes on liquor, tobacco, and gas, but about $414 
billion worth on miscellaneous excise taxes. 

Then they recommended in addition, either a reduction in the 

rate of the lower brackets of income taxes or a rise of $100 in tax 
exemption that would reduce revenues $2 or $3 billion. They have 
recommended altogether approximately $7 billion. 

Mr. Henverson. It is your feeling then or the feeling of your asso- 
ciation that a tax reduction pr obably i is the answer for an immediate 
shot in the arm for the economy ¢ 

Mr. Sonne. That is right. That is right. 

Mr. Henperson. Could we have a copy of the resolution to which 
you referred to put in our record ? 

Mr. Sonne. With your permission, Mr. Chairman, I brought them 
with me because I would like you to see them. 

Mr. Henperson. Mr. Chairman, I ask unanimous consent that that 
resolution be included in the record. 

The CHairmMan. Without objection, it may be included. 

(The resolution appears at p. 598.) 

Mr. Sonne. There is a reduction of $414 billion of excise taxes. In 
the early 1940’s when during the war we were afraid of inflation 
and afraid of people buying too much, we put on these excise taxes 
on motor cars and on transportation, and so forth. It was with an 
idea of stopping inflation. Well now, when we are on the other 
side, it seem to me that the obvious thing is that those taxes, which 
should have been only temporary, at any rate, ought to disappear. 
In other words, we have picked out certain tax reductions which we 
think in the long run, disregarding the present situation, will create 
a better tax sy stem. 
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Mr. Henperson. You have indicated that probably the Congress 
has been reluctant to provide a program or a pattern which would 
keep the Nation in constant good health. You called it a cold shower, 
is that correct ¢ 

Mr. Sonne. That is right. Without blaming anybody. I realize 
the difficulties both from the point of view of the administration 
and the Congress, but it is unfortunate in a sense. 

Mr. Henverson. That concludes my questioning, Mr. Chairman. 
Thank you, Mr. Sonne. 

The Cuarrman. Wethank you very much. 

Mr. Parman. Mr. Chairman, I want to finish my questioning. 

The Cuarrman. Mr. Newsom has a short statement to make, and 
I would like for him to read his statement and they will both be 
subject to interrogation. 

Mr. Parman. I want to ask Dr. Sonne a question I was cut off from 
asking a while ago. 

The CuarMan. We are going to have Mr. Newsom read his state- 
ment and you can ask Dr. Sonne that when we get through. 

Mr. Parman. Just one question. It is to clear up a point that I 
was asking about a while ago when my time expired. It won't take 
but a minute or two. 

The Cuarmman. All right, if you agree to that. 

Mr. Parman. I am sure the chairman wants a record that will 
be full. 

The Cuatrman. Ask the question. 

Mr. Parman. It is your theory, Dr. Sonne, that we must give some 
concession to the local communities to get them to vote the necessary 
bonds or that we must make the financing available in such a way that 
they will take advantage of the community facilities bill. Do you 
believe that a low interest rate will get the job done, an interest rate 
as low as 2 percent, or lower, you say / 

Mr. Sonne. That is right. 

Mr. Parman. And you state that it must be something like that or 
the program will not be effective / 

Mr. Sonne. Well, | would say I would try first with the low in- 
terest rates and if that doesn’t succeed, I would give it to them as 
a grant. 

Mr. Parman. Are we making loans to foreign countries now at 
interest rates as low as 2 percent through any of our financial institu- 
tions making loans to foreign countries / 

Mr. Sonne. We ought to. 

Mr. Parman. Well, are we doing it / 

Mr. Sonne. Not in form, but in reality because we don’t get any- 
thing. We fool ourselves. We think we get 7 percent or 6 percent 
and we don’t get anything so I wouldn't compare the two. 

Mr. Parman. You state here that the community facilities bill will 
be very helpful if we have a low interest rate, 2 percent or less, but 
the other bills, the depressed area bills and small business equity 
bills, will be too small to be effective in this present recession. 

Mr. Sonne. I am afraid so. I mean except to a small extent. 

Mr. Parman. That isall. 

The Cuairman. Well, Mr. Sonne, I judge from your statement 
that you think we should get as low an interest rate as we can pos- 
sibly get through the Congress. 
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Mr. Sonne. That is right. 

The Cuarrman. I agree with you thoroughly. If we couldn’t get 
a 2 percent interest rate through the Congress, do you think a 3 per- 
cent interest rate would be hel pful? 

Mr. Sonne. Yes. Better va four, anyhow. 

The Cuamman. You have got to look at these things in a prac- 
tical way. 

Mr. Sonne. You have to be frank, I agree with you. 

The Cuatrman. Utopia hasn’t arrived yet. Children cry for the 
moon and they don’t get it. 

Mr. Sonne. That is right. 

The CuairmMan. | want to get them the best interest rate I can. 
And in trying to do that, I don’t want to lose everything we might 
get. 

All right, Dr. Talle. 

Mr. Tauxe. I would like Dr. Colm to check me on what I am say- 
ing. It is true that the gross national product expressed in dollars 
for 1956 was five and a half percent higher than 1955? Looking at 
the figure we find that a little more than one-half of the five and a 
half percent increase was no increase in goods and services, just 
higher prices. 

Dr. Cotm. That is right. 

Mr. Taiz. Then, in 1957, last year, we find that the increase in 
gross national product attributable to "higher prices only was four- 
fifths of the increase over 1956. 

Do those facts not point in the direction of the statement made 
by Mr. Sonne? 

Dr. Cotm. Yes. 

Mr. Tatie. That is all. 

The CHatrmMan. Mr. Sonne, we are very glad to have your views. 

Mr. Newsom, will you take the stand please. 

I think the "real ‘basic industry of America is the industry that 
feeds us. In attempting to solve these problems we must consider 
the interests of the farmer. Not only on his account but on our 
account. If he leaves the farm and goes to the city, he increases un- 
employment and if he leaves the farm and goes to the city, we will 
not be fed. 

You may proceed without interruption. 


STATEMENT OF HERSCHEL D. NEWSOM, MASTER, NATIONAL 
GRANGE, ACCOMPANIED BY GORDON K. ZIMMERMAN, DIRECTOR 
OF RESEARCH 


Mr. Newsom. I am delighted by the remarks of the chairman. I 
am tempted to try to elaborate just a little. We would like to 
make clear that we believe any attempt to stop a normal flow off 
the farm, or even out of rural areas, perhaps, into urban areas, might 
be a very serious mistake. By the same token we think when we 
have done a few things almost deliberately to increase that flow of 
people above and beyond the normal flow, to the extent that was 
indicated in the last report of the Bureau of the Census, we actually 
moved 1,800,000 farm people off of the farm in the last 12 months. 

Now, I think it goes without saying that the chairman’s remarks 

254915840 
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are entirely appropriate here. If this kind of a movement is fast 
enough, it may create new problems as fast as it solves old ones, 
or faster. 

Mr. Chairman and members of the committee, the National Grange 
appreciates this opportunity to express full support for the proposed 
legislation “to alleviate conditions of excessive unemployment and 
underemployment in depressed industrial and rural areas.” We 
urgently recommend favorable action in general accord with the pro- 
visions of H. R. 6215 at this session of Congress. 

The bills now being considered by your committee encompass im- 
provement programs in both urban and rural areas of persistent 
economic distress. Even so, we take the position that this legislation 
is fundamental to lasting agricultural recovery and development in 
the United States. From the long-range standpoint, it could be the 
most important agricultural legislation of the 85th Congress. 

There are at least six basic reasons why we in the Grange regard 
this legislation as critical and why we so strongly urge its enactment: 

1. It would strengthen the general economic health of the Nation 
by positive action to bolster employment—and income—in areas of 
persistent unemployment and underemployment. 

2. It would provide an effective program for establishing new, off- 
the-farm jobs in rural areas that have been hurt for many years by 
chronic underemployment of the available manpower. 

3. It would enhance and stabilize the purchasing power of indus- 
trial workers and other urban residents, in the affected areas, and 
thereby improve the market for farm products. 

4. It would broaden the productive utilization of America’s human 
resources and raise the level of living standards where the need is 
greatest. 

5. It would relieve the problem of surplus agricultural production 
to the extent that currently underemployed farmers, now contributing 
to surplus production of some commodities, would be able to obtain 
full-time employment off the farm. 

6. By relieving the political pressure generated by large numbers 
of underemployed farm families of excessively low income, it would 
help create the circumstances or atmosphere conducive to the enact- 
ment of truly constructive and effective farm programs for the Nation. 

Our concern in the Grange for this problem of rural underem- 
ployment is not new. It is an increasingly serious problem that we 
have recognized for some time. At the annual meeting of the 
National Grange last November, the delegate body adopted the 
following policy statement : 

Within the ranks of agriculture there are approximately a_ million 
families with an annual income of less than $1,000. Perhaps of even greater 
concern than substandard income, is the absence of practical prospects or oppor- 
tunity for many of these families to improve their situation wholly within 
the field of agriculture. 

As a general statement, these families frequently have inadequate farming 
resources to provide full-time, productive use of their labor under modern 
conditions. 

The fundamental remedy, we believe, is to expand employment opportunities 
fn areas of chronic rural underemployment. 

We hold that where human dignity and a decent American standard of living 
are at stake, we cannot be satisfied with half-measures. We believe these 
very low income rural families deserve a positive and realistic effort that 
will help them obtain respectable, useful employment—either part-time work 
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to supplement farming operations, opportunity to move to areas needing addi- 
tional farmers, or full-time off-the-farm employment for one or more members 
of the family. 


Accordingly, we favor expansion of existing rural development activities to 
include more attention by Government agencies to this problem; a central 
administration to give leadership to local, State, and national efforts in dealing 
with rural underemployment; and limited financial aid, primarily in the form 
of loans, to help in the location or expansion of industrial activities in areas of 
rural underemployment. 

Off-the-farm employment is an increasingly important aspect in 
the economic life of America’s farm families. In some instances, such 
off-the-farm employment provides a relatively small but extremely 
necessary supplement to farm income, and the farm itself continues 
to be the principal source of income. 

In other and steadily increasing instances, off-the-farm employment 
is supplanting the farm as the chief source of income for the farm 
family. 

The United States Department of Agriculture estimates that income 
from nonfarm sources is now the largest single source of earnings for 
farm people, and is currently amounting to more than $6 billion a 
year. 

We must recognize not only the present but the potential value of 
off-the-farm employment for farm people. During the past two 
decades, major technological developments have produced changes of 
great magnitude in the pattern and practice of American agriculture. 

The large-scale adoption of we machinery of all kinds, for 
example, has mi aterially altered the farm labor situation. A single 
farmer using power machinery and other products of modern research 

can produce much more today than he could 25 years ago with animal 
power and a good deal of manual labor. He can handle the opera- 
tions of a larger farm. As a matter of fact, the farmer in 1958 must 
utilize more acres more intensively than he did 25 years ago if he is to 
make efficient use of his machinery and his own ability : and energy. 

In response to this situation, American farms are increasing in 
size. The farmer with inadequate resources—either of land, capital, 
or any other essential—cannot compete successfully in either produc- 
tion or marketing with the farmer who does have adequate resources. 

Of course, the farmer without enough capital and with less than an 
economic farming unit can hang on and sur vive, but it is a losing game 
and often a deplorable one. With shrinking income and declining 
opportunity, frustration is followed by discouragement. Under these 
circumstances, a man can lose ambition and incentive. Moreover, if 
he has spent all his adult life in farming, he is unprepared for any 
other occupation. 

I am mindful, too, that the underemployed farmer or his son in 
Indiana or Georgia, for example, has little knowledge of employment 
opportunities in Cleveland or Atlanta. Even if ‘he aid, could he 
qualify for any but the more menial jobs in the city or the industrial 
plant ‘ i 

There is another problem, too, for the family man who may want 
to make the shift from farm to factory : How does he handle the every- 
day living expenses for himself and his family while he is in the 
process of making the shift / 

To some of our very low income farmers, I am sure the difficulties 
ahead seem insurmountable. They would like to stay on the farm, 
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but they don’t see how they can make a go of it. When they think 
of getting off the farm, they don’t quite know how to look or where 
to go. So they stay put—using only by half their potential capa- 
bilities to produce and prosper. 

It is important to note, too, that for reasons of geography and 
tradition, among others, some areas have experienced greater con- 
centrations of underemployed farm families than others. The evi- 
dence has been effectively set forth in the 1955 study by the Joint 
Economic Committee, in the Department of Agriculture's report 
on “Development of Agriculture’s Human Resources,” and in testi- 
mony before committees of Congress. 

In a nutshell, the 1954 Census of Agriculture showed that there 
are 458 counties in the United States in which a third or more of 
the commercial farms provided an annual income, from product 
sales, of between $250 and $1,200. A majority of these counties are 
in the South, but the South has no monopoly on the problem. 

The Department of Agriculture has reported that “in 1954 a year 
of record prosperity, about one-fourth of America’s 5 million farm 
families earned $1,000 or less in total income.” 

The Department has also stated that “about 7 million people live 
in the Nation’s 315 rural counties ranked lowest in farm income and 
levels of living. These counties are found in 16 States. They con- 
tain 20 percent or more of the people in 6 of these States.” 

H. R. 6215, as well as the bill recently introduced in the Senate— 
S. 3683—would provide a positive program designed to help remedy 
this situation. 

There are differences in the several bills on this subject, but we in 
the Grange have been pleased to note the widespread recognition of 
the problem—and the fact that members of both political parties seek 
legislation to deal with it. 

In all of the bills we have examined, we have been impressed 
by the uniform decision to provide an Area Redevelopment program 
that will proceed carefully and deliberately—in an effort to produce 
permanently beneficial results. We agree ‘completely that the prob- 
lem is not subject to swift or sweeping correction. 

As I mentioned earlier, the Grange favors the establishment of a 
central administration to give leadership to local, State, and nation: . 
efforts in dealing with the problems of economic: ily depressed area 
We favor the establishment of an independent Area R edevelopment 
Administration, as provided in H. R. 6215. There would appea 
to be administrative advantages in such an organizational vith: 5-0-9 
especially since one of the basic jobs ahead is coordination of the 
efforts in this field of several existing agencies of Government. 

It would be improper to ask the ‘Department of Agriculture to 
administer a program of this kind in urban areas, just as it would be 
improper for the Department of Commerce to administer the pro- 

gram in rural areas. The need is for an independent, conspicuous 
agency—not buried in any existing Department—that will keep the 
Area Redevelopment program conspicuously before the public so 
that it will not be neglected or permitted to fail. 

As Americans, we have always prided ourselves on being generous. 
We are sharing our abundance and our skills with friendly peoples 
all around the world—for both practical and humanitarian reasons. 
We are providing practical aid to underdeveloped nations. 
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In the proposed Area Redevelopment Act we would be sharing our 
abundance and our skills with our own neighbors who happen to 
be in need. Persistent unemployment or underemployment, in areas 
marked by prolonged economic distress, can be overcome. 

By the use of Federal loans and grants, the provision of vocational 
training and “retraining subsistence payments,” material assistance 
in the establishment of “job- creating business enterprises, and other 
actions prov ided in this legislation, the depressed areas of America 
can be truly “redeveloped.” 

More important—a great many of our own people who have been 
trapped by circumstances, will be provided with new hope, and 
with new opportunities for full, rewarding employment. 

We urge you to act favorably on H. R. 6215. 

The Carman. Thank you very much for your fine statement, 
Mr. Newsom. 

Dr. Tae. 

Mr. Tatize. Thank you, Mr. Chairman. 

We are very glad to welcome you to our hearings again this morn- 
ing, Mr. Newsom. You and your organization “have always been 
helpful, in my opinion, since my service in the Congress began. I 
would like to refer to page 3 of your statement, the last sentence on 
the page: 

The United States Department of Agriculture estimates that income from 
nonfarm sources is now the largest single source of earnings for farm people 
and is currently amounting to more than $6 billion a year. 

Will vou expand that and point out the sources of income? 

Mr. Newsom. If I may, I would like to call on our Director of 
Research, Gordon Zimmerman, to comply with your request, sir. 
I think he may do it much more meaningfully than I could. 

Mr. ZimmeErMAN. Well, Dr. Talle, as you are aware in the various 
statistics that are assembled by the Department and by the Bureau of 
the Census, the source of farm income both from farm marketings 
and from other sources is compiled. I don’t happen to have the 
tabulations with me. 

I believe this is the first period in which the principal single source 
of farm income is off-the-farm. I mean by that, off-the-farm in- 
come exceeds the income derived from farm marketings of dairy 
products, or of feed grains, or of cattle and calves. 

It is a consequence, I believe, of what has been happening for the 
last 15 or 20 years in agriculture and that is that an increasingly 
larger share of farm people—this would include not only the farmer 
himself, but members of his family—now seek to improve the total 
farm income of the family by seeking employment off the farm, either 
in factories, in work for other farmers, or in town as the circum- 
stances may be. 

Mr. Tarte. I won’t ask you to supply the figures at all. T thought 
it would be enlightening to have a listing of the occupations. 

Now, would this be one: Let us say a man has a few acres outside 
of town, raises some chickens, has a garden, and so on, but most of 
his income comes from a job in the city. Is that one of them? 

Mr. Zimmerman. If that little patch that you speak of out of 
town were large enough to qualify by the Census definition as a farm, 
that would be a true circumstance. As a matter of fact, the situa- 
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tion you describe, Doctor, applies on much larger operations where 
a man may have been a dairy farmer, in Wisconsin, let us say, and 
has encountered a decline in the price of milk, and an increasing 
cost of producing the milk. This has caused a larger number of 
those farmers to take a full-time day’s work in town and has left 
to the wife and the children the job of handling the cows and doing 
the milking. The farmer comes home either after his job—or before 
going to his town job—to make what contribution he can on what 
used to be his principal occupation. 

Mr. Tatie. Would custom work be another ? 

Mr. ZimmprMan. It would. 

Mr. Tate. Say a man runs a farm but he has machinery he will 
use in custom work for other farmers. 

Mr. ZimMeERMAN. I would say it is an important source of income 
in many areas. 

Mr. Tatte. Those would be two illustrations. 

Mr. Newsom. In the New England area especially there is a com- 
parable practice of, as they call it, plowing the roads in the winter 
time. Not a large number, but several of our Grange people in that 
area get a direct substantial part of their particular income by 
working the snowplow on roads through the winter. Of course, this 
type of thing has been historically true, but the point that we were 
trying to make is that this is the first time in my examination of 
these ‘figures that we have shifted over to the point that this off-the- 
farm source of income is actually greater than income from farm 
marketings of poultry and eggs, or cotton, or hogs. 

Now, this is an indication of the new kind of rural America with 
which we are coping. 

Mr. Tauze. It is a part of the revolution that has gone on and is 
going on in agriculture, isn’t it ? 

Mr. Newsom. I would prefer the term “evolution” in this case. 

Mr. Taute. I will amend my statement and call it evolution. 

Mr. ZrmmerMan. In terms of this type of area redevelopment pro- 
gram being considered by the committee, it is a significant develop- 
ment. 

Mr. Tatuix. Thank you, gentlemen. 

The Cuarrman. Mr. Brown. 

Mr. Brown. Mr. Newsom, I want to congratulate you on your fine 
statement. It is one of the most practical state ments we have heard 
yet. My impression is that the farm income has been reduced by 20 
percent within the last 5 years, is that right? 

Mr. Newsom. That is right. 

Mr. Brown. Of course, the declining farm income was brought 
about to a great extent because of the shortage of acres allowed to 
farmers of cotton and wheat. For example, a farmer who has reached 
the age of 50 and must seek city employment to supplement his 
income, finds that he is not trained to do anything else except farm. 

Mr. Newsom. You can’t go very far with that kind of a figure. 

Mr. Brown. He has to borrow money to buy machinery and it 
takes him many years to pay for it. That is true because, as you say, 
the income of a million farmers in America comes from other things, is 
that right ? 

Mr. Newsom. That is right. 
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Mr. Brown. I think we have to put more stress on Sale the 
farmer than we have. Of course, history shows us that the business- 
man prospers when the farmer prospers. In the late twenties and 
early thirties the farmer lost his land and everything else and 
bankruptcy followed in business among the stores, merchants, and 
the banks. Finally we all got together in every section of this 
Nation and asked Congress to do something about it. In early 1933 
and 1934, we began to plan to help the farmer. As soon as he began 
to recover, all lines of business recovered. 

We have to fight this problem together today, don’t you think so ? 

Mr. Newsom. Absolutely. I am tempted to comment on a subject 
matter that probably 1 is not strictly within the province of this par- 
ticular committee, but your remarks do compel me to say that we are 
talking about farm families. Actually what we are talking about 
is rural families. We perhaps use the term more synony mously than 
we intend sometimes. There is a total rural problem and there is a 
farm product income problem, and they are not exactly the same in 

many senses of the word, but they are so closely interrelated that I am 
delighted with your own remarks here. 

I am saying that we are trying to be cognizant of the fact that we 
are not going to stop nor reverse the evolutionary process. Frankly 
there are some phases of this process that distress us. I mean some 
of our own friends say that the time has come when we must recognize 
that there is now no longer a place for the owner and the operator 
and the worker or manager of a farm to be one and the same person. 
I don’t like this kind of a remark. I recognize there is a trend here, 
however, that does contribute to the problem with which your com- 
mittee is dealing. We have tried to keep the two problems relatively 
separate for the purpose of presentation before this committee, but we 
don’t keep them a in our total concern, I assure you. 

Mr. Brown. Now, S. 3683 limited the aid for rur: al development 
areas to not to exceed 300 counties in the whole country. The Spence 
bill has no such limitation. Do you feel the 300 limitation is an 
arbitrary one? 

Mr. Newsom. May I ask Mr. Zimmerman to comment on that? I 
am a little embarrassed. It isn’t that I don’t appreciate the subject 
matter of this committee, but I did feel compelled this morning to 
deal with another subject matter before the Agriculture Committee. 

Mr. Brown. Let me ask you another question in connection with 
that and you can answer both. The Douglas-Payne bill authorizes 
$100 million loans for rural redev elopment. while the Spence bill for 
depressed areas authorizes a loan fund of only $50 million. 

Mr. ZimMerRMAN. The Grange would much prefer the Senate version 
with the $100 million of authority in the revolving fund for loans to 
rural redevelopment areas. There is a large area of judgment in- 
volved. It is hard to justify, technically, ‘ $50 million or $100 million 
or $200 million or $400 million, probably. 

As to the relationship between industrial areas and rural areas, it is 
our view that the difficulties to be encountered, the severity of the 
problems, are at least equally as important in these rural areas as 
they are in the urban areas concerned. 

As to the limitation of the 300 counties, we would be very happy to. 
see the work begin in 300 counties. 
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The Cuarrman. Mr. Betts. 

Mr. Berrs. Mr. Newsom, we are glad to have you here this morning. 
I need hardly say that you represent a great farm organization. I 
come from a rural district and you know, of course, that your organi- 
zation is very prominent in rural Ohio. 

I have noticed as I go through the district, farmers talk to me about 
some of their problems naturally and one of the things that bothers 
me most is the thing that Mr. Brown mentioned about the continuing 
increase in cost of equipment. I mean that is a really definite prob- 
lem. That reminds me of some of the remarks that have been made 
here and statements I read that economists make about the effect of 
big Government spending programs and the inflationary implica- 
tions. It just seems to me in the interest of keeping things in balance, 
we ought to be careful about excessive spending because that will lead 
to inflation and the result will be inc reasing costs of the things the 
farmer needs. Now, would you care to comment on it? 

Mr. Newsom. Yes, I would be glad to comment on that. I am in 
accord with your feeling of concern about big spending, but this is a 
matter of decision on a basis of emphasis, or importance. We find 
ourselves a little bit frustrated in our desire to give vigorous support 
to our own Department of Agriculture’s rural development program, 
because we have been talking about this thing and supporting this ides 
for a good long while, and until recently we found it was largely the 
responsibility of a man who had more responsibilities than he could 
possibly get to otherwise. As we attempt to move with this kind of a 
program into any particular area we find that the opportunities of 
doing something constructive in terms of oif-the-farm employment 
for the people in need is so drastically limited that we find it is a dead- 
end street. 

Now, I am saying that we recognize the validity of the expression 
you have just mé ade, but in terms of the real problem that we have had 
in our whole agricultural plant, which is one of—I don’t like the term, 
but it describes what I am thinking—one of dump labor and dump 
capital, so to speak—underemployment of labor, we find that farm 
people who are not employed sufficiently to maintain life and support 
their family, will do almost anything that will earn them a penny 
outside of agriculture because they have no other choice. 

Now, this is the type thing that is facing us in agriculture. The 
return on our labor is constantly down. The same thing is true with 
respect to equitable return on capital and investment. I don’t have 
to remind any member of this committee that farmers are at the 
bottom of the totem pole and we have been for years, and I think it is 
because of the fact that we have these millions of human beings who 
just don’t know what else to do to make better use of their available 
time, and so they have a substandard sort of an existence. 

Now, somewhere there has to be balance and I am as concerned as I 
think you are about overdoing any of this thing, but I say to you that 
frankly we have become concerned about underattention to the prob- 
lem for the past few years. 

Mr. Berrs. Thank you, Mr. Newsom. 

The Cuatrman. Mr. Patman. 

Mr. Parman. Mr. Newsom, I have some convictions on the farm 
program—not political convictions. I think both parties have been 
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guilty. Iam not trying to charge the Republicans or Democrats, but 
I think fund: nneant the whole program has been wrong from the 
beginning because we failed to recognize the farm tenant as having a 
vested right in agriculture. When we started the farm program, we 
recognized acres. We forgot the farm family. We commenced making 
allocations and allotments to the farmers according to the number 
of acres he had and we forgot the family and began to put the families 
off the farm. 

Don’t you think, looking back, that if we had recognized the farm 
family as having a vested right—because of the lifelong time that they 
have spent in agriculture—and made some arrangements to give them 
security on the farms, either as tenants or through allocations to the 
landowner, or by purchase, we could have saved these farm families 
from having to pull up and go to the cities? Don’t you think that ap- 
proach would have entered into a greatly improved farm situation and 
would have been a wonderful blessing to our country ? 

Mr. Newsom. This is not an easy one to answer. I think I recog- 
nize the merit in your remarks, but I would like to say that even 
though we have probably found about as much fault with some phases 
of the 25- or 30- year old farm program w hic ‘h basically hasn t changed 
in philosophy since the Alexander Legge Farm Board idea 

Mr. Parman. Let’s confine it to the tenant farmer and the land- 
owner. Has the tenant received a square deal under these programs? 
Hasn’t everything been done to encourage the landowner to put him 
off? The farm is getting bigger and bigger and now farmers are 
getting $60,000 and $70,000 each, not to plant. 

We should have preserved the farm family in some way and rec- 
ognized a vested right of the farm family. Don’t you think the lack 
of a positive program to preserve the farm has been due to the fact 
that we have been afraid as Members of Congress and as members 
of farm organizations of the charge “Well, that is socialism, we ought 
not to restrict the size of farms, we ought to let them grow as big 
as they want to and let them do anything they want to.” If we do 
anything to help preserve the farm family we will be charged with 
being socialists. Don’t you think we have been just a little bit 
cowardly in that respect ? 

Mr. Newsom. No, I don’t think I could agree with you on that, 
although I do say that I think I recognize the background for what 
you are saying. Let me just say to you that I was not in town 
during the formation of these programs but as I read the record, there 
has constantly been a concern on the part of the lawmakers, and the 
lobbyists, too, if you call us that, to protect the small operator. We 
have had minimum allotments as we have gone on with these pro- 
grams and we have had to reduce those minimum allotments ap- 
parently just from sheer force of arithmetic. I think it would be 
unfair to indict our predecessors too vigorously on this charge. 

Mr. Parman. Of course, I can’t indict anyone but myself because 
[ was here all during that time. But I think we made a serious 
mistake putting the farm family—the labor of the family—in com- 
petition with acres. That is what we did. 

Mr. Newson. I believe possibly we made other mistakes in that 
same category we should be concerned with sooner or later, too. 

Mr. Parman. If we had started out by saying, “We are going to give 

ach farm family an opportunity to produce enough product ts—if 
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they actually produce them at a fair price e that farm family 
a decent living,” we could have preserved the farm family in this coun- 
try, but we went ahead and recognized acres instead of farm families 
and let the landowners accumulate acres of land. 

In our country speculators have used the depletion allowance for oil 
to go out and buy up the finest farm land in the country. Of course, 
that deprives people of an opportunity to make a living. 

Mr. Newsom. I would urge you to try to keep in mind the terrific 
change that has come into being in the past few years—I don’t want 
to presume that the Congressman isn’t aware of this, but as a back- 
ground for what I was ‘about to say, let’s recall to your mind the 
fact that the wage structure of this country has risen—and this is 
good. I am not ‘indicting this thing, but we have got to face it— 
wages have risen to the point that it is no longer “possible for us 
on a corn farm in Indiana to afford, even though we may find our 
mechanical picker leaves 10 or 15 bushels of corn to the acre, the 
value of this new wealth, this corn in this instance, is so low that we 
can’t afford to pay anybody enough that they can live, to go and pick 
it. This is lost. 

Mr. Parman. I will get back to you in a few minutes, Mr. New- 
som. My time has expired. Under our rules we have 5 minutes on 
the first go around. 

The CHatrrman. Mr. Mumma. 

Mr. Mumma. Mr. Newsom, I agree with you on the cornpicker. 
That was our experience. We paid factory wages for some of our 
employees to help out in farming and didn’t do too good. 

have a theory—it is not original with me, but couldn’t this situ- 
ation in agriculture be improved by more crops like soya beans—the 
industrialization of our agricultural products? If they could get 
some way of making newsprint out of some farm produc t—I know 
they are spending a lot of money for scientific investigation, but it 
seems to me there would never be a farm problem if we could get 
coo age like that. 

Mr. Newsom. Well, as one who has been much interested in the 
commercial movement from the beginning, I am glad to have this 
comment. I would caution, however, against putting all of our eggs 
in any one basket. We are not likely to solve the matter of adequate 
markets for total potential agricultural production in this respect, 
but we can certainly help to do it and therefore the Grange has 
diginads supported a more realistic level of appropriation for 
industrial utilization research, and I think there is a tremendously 
promising long-term prospect here. 

Mr. Mumma. You know my district is the hub around Harrisburg, 
Pa. Those small towns in Pennsylvania are relatively close together. 
If you mention a farmboy being at a disadvantage in going into 
the city to work, I don’t know, I always felt if you give a Pennsyl- 
yania farmboy a screw driver and a pair of pliers and a bundle of 
hay wire, he can do pretty near anything. That has been my experi- 
ence with him. 

Mr. Newsom. This has largely been true, but I am having a new 
personal experience now in trying to keep up conversationally with 
my sons and I can’t do it. Even a 12-year-old boy at our house 

talks in terms that prompt me to suspect that maybe the native 
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ability that we had to develop as farmboys a few years ago is not quite 
all we need to move into Pittsburgh now. 

Mr. Mumma. And into space. 

Mr. Newsom. Yes. I agree with you there. My grandson is 12 
years old and he talks about things in space that I never even dreamed 
about. 

The CHatrman. I have an engagement and I will have to leave, 
but I would like to have you repeat the statement that you made 
that H. R. 6215, you think, may be the most important legislation 
of this Congress. Your organization feels the same way about it? 

Mr. Newsom. That is right. 

The Cuarrman. And you passed upon it in a convention ? 

Mr. Newsom. These comparisons are a bit risky, but certainly 
there are very few pending measures that are any more important 
in our opinion than this one. 

The CHarrman. What is the opinion of your organization with 
reference to community facilities? Do you think that is very 
essential ? 

Mr. Newsom. I don’t know that we have any definite organ- 
izational position. We have discussed it a little bit in staff meet- 
ing, but I don’t believe anybody brought out anything on it. 

Mr. ZimMeERMAN. We have no position on it. 

The Cuarmman. Thank you. I will call Mr. Brown to the chair. 
You have made a very splendid statement. 

Mr. Newsom. Thank you, sir. 

Mr. Brown (presiding). The Chair recognizes Mr. Coad. 

Mr. Coap. Thank you very much, Mr. Chairman. 

I regret I wasn’t here to hear your full statement, Mr. Newsom, but 
I have glanced over it and will give it further attention. 

Coming back to your exchanges with Mr. Talle relative to the figures 
in the last statement on page 3 in which it is stated that the United 
States Department of Agriculture estimates that income from non- 
farm associations is now the largest single source of earnings for farm 
people and is currently amounting to more than $6 billion a year; I 
have also before me a copy of the Economic Indicator for April 1958. 
T am sure you are at least familiar with this document. 

Mr. Newsom. Yes. I handed Gordon my copy this morning, but he 
tells me he didn’t bring it along so I don’t have it before me. 

Mr. Coap. Well, never fear that I will use figures in it that will be 
confusing to you because all I am doing is pointing out that in 1957, 
according to the Economic Indicators, farm income averaged $12.1 
billion. 

Mr. Newsom. This figure includes or excludes inventory change. 

Mr. Coan. This makes no reference. 

Mr. Newsom. If you will look at the top of that particular column 
you will see that there are two columns side by side. One of them 
includes inventory change. 

Mr. Coan. It is on page 3. 

Mr. Newsom. Now which figure are you referring to? 

Mr. Coap. The 12.1. Are you talking about the seasonally Adjusted 
annual rates? 

Mr. Newsom. I was confused. I was thinking of the other figure. 
Go ahead. 
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Mr. Coan. Now, this figure, this $6 billion figure you are alluding 
to here, is that a part of the 12.1? 

Mr. Newsom. No; that is not a part of it. 

Mr.Coap. Turntopage7. These are the figures you used. 

Mr. Newsom. That is the page I paid most attention to. 

Mr. Coav. According to the figures on page 7, then, we are in worse 
shape than we are according to the figures on page 3 because here it 
points out that, excluding net change i in inventory that the figure is 
11.5 and with the inventory changes 12.1, we are back where we were 
on page 3. 

Mr. Newsom. Yes. Let me say this conclusion is entirely accurate. 
As a matter of fact, some of our wider operating farm management 
services out in my own midwestern area, now, have just completed 
helping their clients de termine their income tax liability. The fact 
is that on these so-called efficient commercial-type family farm opera- 
tions, up around 350 or 400 acres, with a total investment of above 
$200,000 or $250,000 on the average, they are finding that only the 
farmers reporting on a cash basis are generally paying any income 
taxes for last year’s operation. And the fact is that the fellow mak- 
ing his tax determination on the basis of inventory is not paying 
taxes but is showing a loss on that particular kind of operation—em- 
bracing about 700 farms, in one farm management agency in central 
Illinois, for example. He is showing a loss of about $12,000 on an 
average. 

Now, this means that the fellow who is still paying on the cash 
basis is actually paying taxes, and living out of his capital structure 
and inventory. Some of these figures appearing in print today, are 
a little misleading from what we know is the real situation. 

Mr. Coapv. Do you feel that inasmuch as parity has jumped to 87 
percent, that that reflects the fact that agriculture has now jumped 
into almost first place economically. We hear so much of that in 
these days of recession, that the farm is the best place now to be 

Mr. Newsom. This kind of figure is misleading, too, if you don’t 
analyze it. 

Of course, the unit price on fruits and vegetables has gone wp as a 

result of the freeze, but there is a difference between unit price and 
income. Of course, the price on livestock is up, now, because mar- 
ketings are down. I mean we are restocking our farms, now, so we 
are withholding what would have been marketable livestock to build 
up our breeding herds. 

I was in Canada last week, in Ottawa—I think the chairman thinks 
we are getting a bit far afield, but let me say that this inventory figure 
here is a misleading figure because, in a desperate effort to use some 
of our high-moisture and low-grade feed that we produced in the 

rather abnormal season last year we have actually gone into Canada 

for stock and our Canadian friends were indicting us right severely 
for it last year. We paid as high as 49 cents a pound in some cases 
for feeder calves because we would rather lose money on the minimum 
number of pounds of calves we buy in order to have some sort of a 
manufacturing plant that we can put this feed into that is going to 
spoil when warm weather comes if we don’t feed it. 

Mr. Brown (presiding.) Mr. Henderson is recognized. 
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Mr. Henperson. Mr. Newsom, your statement to this committee has 
been very clear and very helpful to us today. Now, from your entire 
presentation, Mr. Newsom, I have gathered that the market for farm 
products is just not great enough to support the farm population. 
Isn’t that what you h: .ve been tr ying to say ¢ 

Mr. Newsom. No; I would not dispute a degree of accuracy in your 
statement, but that is not what I have been trying to say. The thing 
that I think is most important in terms of total farm income siuation 
now is that we have had a benevolent attempt to do something about 
farm income here which has unfortunately taken the form of direct 
interference with the pricing structure to the extent that we have 
prevented the evolution of the kind of a normal agriculture that com- 
petition itself would have dictated. 

Now, I am not saying, mind you, that agricultural people can be 
the only people in the United States of America who rely solely on a 
free, competitive structure for their income. This is a different thing. 
This gets us into more time than I am sure is available now. But 
what I am trying to say is that farmers paid a rather terrific price for 
increasing the per capita consumption of livestock between 1951 and 
1954. In 1955 we hit a new high and we got less money for providing 
the average American—even more Americans in 1955—with 20 pounds 
more red meat than we did in 1951. 

But then the unfortunate thing about it all is, after we made the 
investment, so to speak, in developing a better market for a livestock 
agriculture, then we had a deliberate attempt on the part of Govern- 
ment and some of the rest of us, to try to hold down or bring down the 
number of meat animals in this country. Now, unfortunately, we are 
not able to capitalize on the demand and we are furnishing Americans 
something like 16 pounds less meat in 1958 than we furnished them in 
1956. When we are willing to pay for it and the market indicates they 
are willing to pay for it. 

Now, this kind of reversal and abrupt change of production patterns 
is sting agricultural producers a good little bit of potential income. 

Mr. Henperson. I appreciate your statement. 

Now, I am going back to rural Ohio, and all seven of my counties 
are rural . nature. I am going to make a series of graduation 
speeches as I do each year. I am going to be talking to a lot of boys 
who are living on farms and I w ant. to see, as I know any conscientious 
Congressman would want to see, those fields still remain in production, 
be fertile fields, and I want to see those boys stay on the farms if they 
possibly will. 

What do you see in the agriculture picture ahead that I can tell them 
to influence them to choose agriculture as a continuing way of life? 

Mr. Newsom. I see a sufficiently bright prospect in agriculture in the 
years ahead to have prompted me to buy another farm > for 
example. I guess that speaks about as loud as anything. I didn’t 
buy it altogether out of farm income, I assure you, but in terms of 
the long-range future of this country I had enough faith to put what 
dollars I could get hold of into agriculture. 

I think we need to remember that some of this talk about agricul- 
tural integration with industry may frighten some of us, but our 
gr andparents were more integrated than we are, if I understand the 
meaning of the term. 
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I believe that if we in agriculture have sense enough to recognize 
the necessity of more of this integration movement—but at the same 
time insist that we do it ourselves, through our own agencies, rather 
than, to use a common expression, to have it done to us or for us, then 
we have a tremendously bright prospect. 

This rising living standard of this country has posed real problems. 

I mentioned a moment ago, we have changed the relationship be- 
tween the time of a man and his wages and the raw material in the form 
of my corn or the lumber, or any other new wealth. This means we’ve 
got to use our labor more efficiently and it probably means our average 
family farm has to be a bigger farm—I strike the “probably.” It does 
mean that. So it means there is room for fewer of these graduates 
in agriculture than there would otherwise have been, but the oppor- 
tunities are otherwise great. 

Mr. Brown (presiding). Mr. Talle 

Mr. Tatix. The National Grange was represented at the hear- 
ings last December, before the subcommittee of the Joint Economic 
Committee. Our purpose was to look at desirable policies for com- 
mercial agriculture. We don’t legislate in that committee; we study 
and make recommendations, as you know, Mr. Newsom. 

Among our recommendations we said that a re-training pro- 
gram would be very desirable for people who were not needed on farms. 
We said too that it would be proper for the Government through its 
agencies to assist people who are not needed on farms and perhaps 
who don’t desire to be on farms, to get jobs, and some of those might 
be in related, auxiliary industries, like commercial fertilizer, farm 
appliances, and soon. Wesuggested, too, that research would be very 
desirable, particularly pointing toward on new uses of farm 
products. We certainly know that if we don’t do it within agriculture, 
there is always the potential that may come—potential competition 
that may come from the production of synthetics, and we proposed, 
too, in our report that perhaps our credit system is not the best suited 
to agriculture that we could find, so we recommended suitable credit 
pointing toward the needs of farmers. 

I think you would agree that those are rather sensible recommenda- 
tions, Mr. Newsom. 

Mr. Newsom. Yes, indeed. 

Mr. Tatxx. Certainly we came to the conclusion that the dominant 
unit in agriculture is still the family farm. 

Mr. Newsom. As a matter of fact, the percentage of all farm units 
in the whole country that fall into the category of family farms is now 
higher than it has ever been before. 

Mr. Tatix. It reminds me of what a farmer friend often says, “Times 
ain’t what they used to be, but then they never were.” 

I grew up on a family farm so I am familiar with it, but the family 
farm today is not what it was when I was on the farm. It is much 
larger, but it is still a family farm. And many of them embrace 
several hundred acres, as you know. But the family farm is still the 
dominant farm; isn’t it ? 

Mr. Newsom. That is right. 

Mr. Tate. And it shows great progress. The family farm of today 
is perhaps a better organized farm, it is more productive, the tech- 
nology is improved, and I would say it is better in every way than the 
farm that I knew in my day. 
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Mr. Newsom. I think this is right. We would have to have some 
reservations, I suppose, with that statement too broadly applied, but 
not as you have stated it, we would make no reservations at all. 

Mr. Tattx. Inasmuch as in Indiana and in the Middle West and in 
the State of Iowa, farms are getting bigger, I am urging the Post- 
master General to rev ise his rule on mail delivery. We used to require 
four families per mile, but Mr. Summerfield was generous and reduced 
that to three. That is still too high for an area where the farms are 
big, and that is something I have been trying to promote for a good 
many years and the Postmaster General has been very cooperative. 

Mr. Berrs. Will you yield ? 

Mr. Tate. Yes. 

Mr. Berrs. Along that line I would just like to make a statement 
that sometime ago—I have always been interested in that, too, and 
sometime ago I “called at the office of Postmaster General Summe- 
field and I asked the representative of the Grange and the representa- 
tive of the Farm Bureau to accompany me, and they did. I forget 
who it was from your office who went with me. 

Mr. Newsom. I expected to go, but I think Mr. James of our staff 
was with you. 

Mr. Berrs. We put the problem to him and he recognized it and I 
have been advised that as a result of your cooperation in that visit, 
that the regional offices have been directed to make a survey to see if it 
isn’t possible at least to reduce that from 3 to 2 patrons per mile. 

Mr. Newsom. This is encouraging. We much appreciate your inter- 
est in helping us. As a matter of fact, we didn’t get very far on the 
presentation here, until you gentlemen came into the picture. 

Mr. Tauie. As a final word, may I suggest this: In the light of the 
tremendous improvement in our roads, we can do things we couldn’t do 
before because the roads were impassable. I would think it would be 
desirable rather soon to have resurveys in many States and have re- 
routing of mail delivery so that a mailman can, on better roads, put in 
a fuller d: iy. It would be advantageous to him, to the farm families, 
and I think it would reduce the cost of the Post Office Department. 

Mr. Newsom. I am not prepared to comment on that. It sounds 
as though it might be a very logical request. I don’t know what the 
possibilities are. 

Mr. Tate. Some of that has been done in my own district and 
satisfactorily. Whether it would apply to every county I surely can’t 
say, but I think it is an idea that is worth looking into. 

Mr. Brown (presiding). Mr. Coad, do you have further questions 

for the witness ? 

Mr. Coap. Excuse me. I thought Mr. Patman was still here. 

I would like to carry on with our conversation of a few minutes ago 
in which you stated that perhaps we were getting far afield, and yet 
this is a backdrop for what I had in mind to bring us back to the legis- 
lation which is presently before us. 

You made a statement a few moments ago, as I remember, that we 
had the highest percentage of family farms now that we have ever 
had; is that correct ? 

Mr. Newsom. The highest percentage of our—the percentage of our 
total farms which falls into the category of family farm operations 
is higher now than it has ever been. 
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Mr. Coap. We could also say right now that the percentage of the 
total of large corporations that make automobiles in this country are 
now—is at its highest, couldn’t we, because there are General Motors, 
Chrysler, and Ford. We have never ever had so few, which is as 
large a percentage of large corporations making automobiles; isn’t 
that correct ? 

Mr. Newsom. I guess I didn’t understand your comment. Actually 
the situation in automobile manufacture has gone in the reverse direc- 
tion. 

Mr. a That isright. Wearein agreement. 

Mr. Newsom. I can remember, for ex: umple, when Indianapolis, 50 
miles from my own home, was full of family-operated automobile 
manufacturing businesses but they gave way to Detroit. 

Mr. Coan. Now, hypothetically, we could organize 25 automobile 
manufac turing companies and each would produce 100 cars in a year. 
We would say, and I think probably statistics would be correct, but 
hypothetically we could say that never in the history of this country 
have we had so many small manufacturing companies in the auto- 
mobile business in the history of this country; couldn’t we? 

Mr. Newsom. I presume we could. 

Mr. Coap. Then by the same right we can have a few large corpo- 

rations and a few large family-type farms, where the “y are owned by 
a family, and yet by the r ight of the fact that we have such large units 
that it actually does not fully display and be as fully meaningful to 
the point to which we are directing our remarks. Couldn't that be 
true? In other words, we could have 100 corporation farms that 
could farm now what perhaps 214 million family farms are farming 
and still have the largest percentage of family-operated farms ever 
in the history of this country. 

So actually we haven’t said that we are not removing families from 
the farm; have we? 

Mr. Newsom. No; we haven’t said that at all. 

Mr. Coap. We have simply said that the unit is getting larger all 
the oe 

Mr. Newsom. That is right. 

Mr. Coap. We have not also said that the corporation farms are not 
getting larger either; have we? 

Mr. Newsom. No. 

Mr. Coap. My attention was directed just a few weeks ago to a 
Securities and Exchange Commission report that stated that there is 
a corporation farm unit out in Colorado that presently has 10 sections 
in a corporation farm. Now, they are selling, as I remember the 
figure, $314 million of shares in addition to acquire more land, to buy 
more machinery, to expand this corporation farming unit. 

Now, gjust how much of this thing is going on ? 

Mr. Newsom. Frankly, I don’t know, but more than I think is good 
for the country. 

I don’t know exactly—I'd better wait until I see what point you are 
getting to. 

Mr. Coap. Now, if we continue with this type of corporation farm- 
ing and if we continue making larger and larger the units of farming 
generally, we will have reduced our rural population to that point. 

Now, if that is the trend, do we really need the area of development 
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that is confined to rural development that we have in this bill and 
others? 

In other words, we remove the houses, we take away the small 
community—we have taken away the small school, we are doing 
away with the country churches. What kind of development do we 
need in rural areas if this is the trend and if this is a good trend? 

Mr. Newsom. Let me say, first of all, as far as I am concerned, 
your question as you oneal it, is an academic question because, first 
of all, this is not a trend that we accept as being desirable or even 
permissible if we can find reasonable ways of reversing that particular 
kind of trend. 

Mr. Coap. Now, do you feel this kind of legislation would have 
any real effect on reversing or accelerating that trend in itself, either? 

Mr. Newsom. But let me just say that. regardless of the fact that 
I think there are a great many factors that. aggravate the situation 
which you describe, which we can correct and must correct, even 
so we will inevitably have to face the fact that the declining value 
of new wealth produced in this country in terms of fair return for 
labor in our era of rising living stand: irds is going to inevitably re- 
quire that our desirable type or size family farm operation must be 
larger than it has previously been. And this means we must either 
have full-time employment for some of these people that otherwise 
would potentially be farm operators—— 

Mr. Coap. Where are they going to go, might I ask ? 

Mr. Newsom. This is why we are interested in this legislation. 
This is one of the reasons we are interested in this legislation. 

Mr. Coap. Don’t we come full head-on with automation in this 
problem, too ? 

Mr. Newsom. Sure wedo. Sure we do. 

Mr. Coap. Thank you, Mr. Newsom. I appreciate very much your 
coming before the committee. 

Mr. Brown (presiding). Mr. Henprrson——— 

Mr. Henperson. Mr. Newsom, do you feel that the program under 
the rural development idea will be helpful on the basis of giving 
experience to the area development legislation if it should be enacted ? 

Mr. Newsom. Very definitely ; yes. 

Mr. Henverson. | personally have observed the rural development 
work in two of my counties and I find it has been a very energetic 
program that has given a lot of people in those communities ground 
to hope that there is a future for rural America. 

Mr. Newsom. Philosophically and basically it is right and sound, 
but in terms of the transition that we are coping with right now, 
it is just entirely too slow to be effective for thousands of people. 
This is why we are interested in this legislation. 

Mr. Henverson. Thank you, Mr. Chairman. 

Mr. Brown (presiding). Mr. Newsom, I was raised on the farm, 
too. 

I want to thank you for your excellent statement. I wish every- 
body in Congress could have heard your statement this morning. 

You are now excused. 

We will adjourn and meet again Monday morning at 10 o’clock. 

(Whereupon, at 12:30 p. m., the committee adjourned to reconve” 
at 10 a. m., Monday, May 5, 1958.) 
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MONDAY, MAY 5, 1958 


House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10 a. m. the Hon- 
orable Paul Brown, pr residing. 

Present : Messrs. Brown (presiding), Patman, Addonizio, Barrett, 
Mrs. Sullivan, Messrs. Rutherford, Anderson, Talle, Widnall, Betts, 
McVey, Hiestand, Henderson and Chamberlain. 


Mr. Brown (presiding). The committee will come to order, please 
identify yourself, Mr. Lighter. 


STATEMENT OF MILTON C. LIGHTNER, ON BEHALF OF THE 
NATIONAL ASSOCIATION OF MANUFACTURERS 


Mr. Licutner. My name is Milton C. Lightner. I am chairman of 
the board of the Singer Manufacturing Co., Elizabeth, N. J. I am 
here today as representative of the National Association of Manu- 
facturers, an organization of more than 21,000 members companies 
which I have the honor to serve this year as president. 

I should like to indicate the very real concern which we have with 
the proposals now being considered by this committee. These bills 
deal with the problems of unemployment and reemployment. 

We are a group of employers, representative of firms of every size— 
from the smallest to the largest of enterprises—of every segment of 
the manufacturing industry and every section of the country. 

Of them 83 percent are considered as small business under the com- 
monly accepted definition. No one, we believe, is more concerned 
with—or has a greater stake in—the productive employment of people 
than do we. 

Further, we are a manufacturing group, and the emphasis of these 
bills is directed largely toward finding means for the establishment 
and profitable grow th of the manufactur ingcompanies. Finally, these 
proposals deal specifically with matters of plant location and finan- 
cing—and again, the companies of our association are well acquainted 
with such problems. 

While we are wholly sympathetic to the ultimate objectives which 
these bills seek to attain we do differ as to the methods proposed for 
achieving them. 

Legislative proposals of the general scope we are considering have 
been before this committee, I understand, for a little more than 2 full 
years. 
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During this period your committee considered the problems of a 
relatively few unfortunate communities which had suffered loss of 
industry sae a one circumstance or another, during normal or even 
peek periods of general prosperity—and how and to what extent the 

ederal Government should involve itself in these local problems. 

Today, this problem has been aggravated by the economic condi- 
tions of 1958. We have now a second unemployment problem of 
national import, and not confined to selected areas. Because of this, 
the unemployment in those original areas of chronic labor surplus 
undoubtedly has risen, and new areas of labor surplus also have 
developed. But beyond this we have, in fact, more people out of work 
in scores of communities, large and small, in many sections of the 
country, than we did during your consideration of these matters in 
1956, 

There is nothing in this proposed legislation which deals with the 
recent circumstances I have mentioned—circumstances which have 
both compounded the difficulties of the chronically depressed areas 
and have created similar suffering and distress for individuals in 
many other communities. 

I should like to address myself to the matter of assisting the areas 
described in the bills before this committee and what should be done 
about them. 


PRESENT PROGRAMS FOR ASSISTANCE OF CHRONICALLY DISTRESSED AREAS 


I believe that there is very general agreement that some localities 
have not shared in the national prosperity, through exhaustion of 
mineral resources, or technological changes or other circumstances, 
and that they have depressing effects upon neighboring areas and the 
national economy. Such areas should be rehabilitated industrially 
to the extent that they can support a population consistent with their 
natural advantages and other facilities. Communities, like individ- 
uals under our system, should be given every opportunity to grow 
to the limit of their potentials. 

How may we help them grow up to this potential ? 

Many programs already exist for extending a helping hand to 
these unfortunate communities. They are available at all levels— 
Federal, State and local or regional—and through private consulting 
services. 

The approach of these programs of technical stimulus and technical 
leadership is to bring the areas up to their potential by providing 
their citizens with the know-how to attract and maintain stable, 
profitable industry. This is a sound, economic and engineering ap- 
proach which adopts timetested methods utilized for many years. 

Each community should be encouraged to advance to the limits of 
its potentials, There is no mystery about how this may be done. 
Development engineers are quite familiar with the methods of utiliz- 
ing the advantages of a given area; and have been assisting communi- 
ties and whole States along these lines for many years. 

The factors for community prosperity and growth are, in the first 
instance at least, such engineering and economic considerations as 
available raw materials; existing and potential markets and the mer- 
chandising outlets for them; transportation and shipping facilities; 
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the nature of the available labor force; the natural terrain; the ground 
and surface water resources; such special problems as drainage and 
soil conditions and a host of other considerations. These are some 
of the physical factors which industry analyzes and upon which it 
bases in large part its decision to enter a community. 

No doubt every community can count one or another favorable 
factors of this type among its blessings. Some of these are naturally 
come by; some can be enhanced; others are beyond the power of of 
redevelopment plan, or any amount of cash or credit, private of Fed- 
eral, to obtain. If we are to face this problem realistically, we must 
recognize the eternal truth of this final point. While communities 
should grow to the limits of their potentials, communities, like in- 
dividuals, have their limitations. 

We believe, however, that it is characteristic of American communi- 
ties in all sections of the country to work vigorously and constantly 
to improve their physical attractions to industry and to bring them- 
selves to their full potentials. The local, regional and State develop- 
ment organizations are employing just such techniques as we have 
duentibed; and more and more groups are coming into existence all 
the time. Weare advised by the Deparement of Commerce that there 
are now some 2,000 private community groups conducting develop- 
ment programs, and that statewide organizations have been esta 
lished in all but 2 States. 

These State agencies, with their own professional development en- 

ineers, are vitally concerned with depressed communities in their 
States, and are attempting to attract or develop such industries as will 
be appropriate to the locations. Local agencies are also vitally con- 
cerned with similar communities in their areas and are trying to 
attract industry. They are approaching this problem in the right 
way. 

Where citizens have placed their private capital on risk, an enter- 
prise is likely to be stable financially and aggressive in its operations— 
for it will have sound economic reasons for going there in the first 
place. 


STATE-LOCAL ATTITUDE ALSO IS A FACTOR IN INDUSTRIALIZATION 


Supplementing the careful study of the physical factors which 
are available to assist a community to develop, it is highly important 
that those who are seeking to develop a depressed area examine the 
environmental attitude both of the community and of the State. Do 
the people of the community really want industry, and has this been 
demonstrated by their past attitude? 

I refer to the growing trend within industry to look closely at the 
overall community attitude, and the history of its business relation- 
ships before committing themselves to plant location or relocation. 
This is of such great importance, in fact, that some companies, for 
a variety of reasons, have found their eta affected by local 
conditions and have decided to start life anew in another locality or 
State. 

Such cases are relatively rare, considering the number of industrial 
units in the whole economy. But at least they are measurable. What 
you cannot measure is the more fundamental and more serious loss to 
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from the smallest to the largest of enterprises—of every segment of 
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with—or has a greater stake in—the productive employment of people 
than do we. 

Further, we are a manufacturing group, and the emphasis of these 
bills is directed largely toward finding means for the establishment 
and profitable growth of the manufactur ingcompanies. Finally, these 
proposals deal specifically with matters of plant location and finan- 
cing—and again, the companies of our association are well acquainted 
with such problems. 

While we are wholly sympathetic to the ultimate objectives which 
these bills seek to attain we do differ as to the methods proposed for 
achieving them. 

Legislative proposals of the general scope we are considering have 
been before this committee, I understand, for a little more than 2 full 
years. 

629 








630 LEGISLATION TO RELIEVE UNEMPLOYMENT 


During this period your committee considered the problems of a 
relatively few unfortunate communities which had suffered loss of 
industry through one circumstance or another, during normal or even 
peak periods of general prosperity—and how ‘and to what extent the 
Federal Government should involve itself in these local problems. 

Today, this problem has been aggravated by the economic condi- 
tions of 1958. We have now a second unemployment problem of 
national import, and not confined to selected areas. Because of this, 
the unemployment in those original areas of chronic labor surplus 
undoubtedly has risen, and new areas of labor surplus also have 
developed. But beyond this we have, in fact, more people out of work 
in scores of communities, large and small, in many sections of the 
country, than we did during your consideration of these matters in 
1956. 

There is nothing in this proposed legislation which deals with the 
recent circumstances I have mentioned—circumstances which have 
both compounded the difficulties of the chronically depressed areas 
and have created similar suffering and distress for individuals in 
many other communities. 

I should like to address myself to the matter of assisting the areas 
described in the bills before this committee and what should be done 
about them. 


PRESENT PROGRAMS FOR ASSISTANCE OF CHRONICALLY DISTRESSED AREAS 


I believe that there is very general agreement that some localities 
have not shared in the national prosperity, through exhaustion of 
mineral resources, or technological changes or other circumstances, 
and that they have depressing effects upon neighboring areas and the 
national economy. Such areas should be rehabilitated industrially 
to the extent that they can support a population consistent with their 
natural advantages and other facilities. Communities, like individ- 
uals under our system, should be given every opportunity to grow 
to the limit of their potentials. 

How may we help them grow up to this potential ? 

Many programs already exist for extending a helping hand to 
these unfortunate communities. They are available at all levels— 
Federal, State and local or regional—and through private consulting 
services. 

The approach of these programs of technical stimulus and technical 
leadership is to bring the areas up to their potential by providing 
their citizens with the know-how to attract and maintain stable, 
profitable industry. This is a sound, economic and engineering ap- 
proach which adopts timetested methods utilized for m: ny years. 

Each community should be encouraged to advance to the limits of 
its potentials. There is no mystery about how this may be done. 
Development engineers are quite familiar with the methods of utiliz- 
ing the adv antages of a given area; and have ee ae communi- 
ties and whole States along these lines for many ye 

The factors for community prosperity and growsh are, in the first 
instance at least, such engineering and economic considerations as 
available raw materials; existing and potential markets and the mer- 
chandising outlets for them; transport: ition and shipping facilities; 
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the nature of the available labor force; the natural terrain; the ground 
and surface water resources; such special problems as drainage and 
soil conditions and a host of other considerations. These are some 
of the physical factors which industry analyzes and upon which it 
bases in large part its decision to enter a community. 

No doubt every community can count one or another favorable 
factors of this type among its blessings. Some of these are naturally 
come by; some can be enhanced; others are beyond the power of any 
redevelopment plan, or any amount of cash or credit, private of Fed- 
eral, to obtain. If we are to face this problem realistic: ully, we must 
recognize the eternal truth of this final point. While communities 
should grow to the limits of their potentials, communities, like in- 
dividuals, have their limitations. 

We believe, however, that it is characteristic of American communi- 
ties in all sections of the country to work vigorously and constantly 
to improve their physical attractions to industry and to bring them- 
selves to their full potentials. The local, regional and State develop- 
ment organizations are employing just suc h techniques as we have 
described, and more and more groups are coming into existence all 
the time. Weare advised by the epereene nt of Commerce that there 
are now some 2,000 private community groups conducting develop- 
ment programs, and that statewide organizations have been estab- 
lished in all but 2 States. 

These State agencies, with their own professional development en- 
gineers, are vitally concerned with depressed communities in their 
States, and are attempting to attr [ or develop such industries as will 
be appropriate to the locations. Local agencies are also vitally con- 
cerned with similar communities in their areas and are trying to 
attract industry. They are approaching this problem in the right 
Ww ay. 

Where citizens have placed their private capital on risk, an enter- 
prise is likely to be stable financially and aggressive in its operations— 
for it will have sound economic reasons for going there in the first 
place. 


STATE-LOCAL ATTITUDE ALSO IS A FACTOR IN INDUSTRIALIZATION 


Supplementing the careful study of the physical factors which 
are available to assist a community to develop, it is highly important 
that those who are seeking to develop a depressed area examine the 
environmental attitude both of the community and of the State. Do 
the people of the community really want industry, and has this been 
demonstrated by their past attitude ? 

I refer to the growing trend within industry to look closely at the 
overall community attitude, and the history of its business relation- 
ships before committing themselves to plant location or relocation. 
This is of such great importance, in fact, that some companies, for 
a variety of reasons, have found their profitability affected by local 
conditions and have decided to start life anew in another locality or 
State. 

Such cases are relatively rare, considering the number of industrial 
units in the whole economy. But at least they are measurable. What 
you cannot measure is the more fundamental and more serious loss to 
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a community if companies will not consider them as suitable sites for 
new branches and if new venture capital cannot be attracted because 
the community attitude is unfavorable. 

Private risk capital wants to know what is the community atti- 
tude, for instance, toward profits—as reflected in the overall struc- 
ture of its taxing system. Has this community sought to shift the 
costs of its community facilities from the broad base of its citizenry 
to the business segment of its economy, in the mistaken belief that 
profits are fair game and taxes can be endlessly absorbed or passed 
along to the customer? What has been the attitude toward produc- 
tivity and industrial efficiency, as measured by the work restrictions 
of its local unions, and in the record of strikes and disputes? How 
does the citizenry feel about private property, as reflected in the 
fairness of law enforcement affecting business? What has been the 
general public attitude toward management practices and the prob- 
lems of industrial growth, such as the reasonableness of its ordinances 
affecting zoning, construction, air and stream pollution, and other 
regulatory laws? What has been the attitude of the local newspa- 
pers, educators, clergy, and other community leaders toward man- 
agement and private risk takers, as demonstrated in their teachings 
and public statements on all of these things? Has industry always 
been accorded a fair hearing before the ‘bar of public opinion in 
any issue of communitywide interest ? 

In response to these questions, I can report to you that communi- 
ties themselves are taking action to provide the answers. They are 
doing it through surveys and studies, and where they find themselves 
wanting, they are taking steps to correct their deficiencies. This is 
a new trend, I concede, but not a small one. It has taken root in 
such industrial centers as Akron, Ohio; Ft. Wayne, Ind.; Lynn, 
Mass.; San Francisco, Calif.; Salt Lake City, Utah; Providence, 
R. I.; Bridgeport, Conn.; Oakland, Calif.; and many more. 

Similar self- appraisals should be made by States having depressed 
areas. How equitable are the State statutes regarding the general 
regulation of its enterprises? How realistic are the spec ‘ifie levies 
such as franchise, sales, income, and use taxes? How reasonable are 
the special burdens, including unemployment compensation, work- 
men’s compensation rates, or experience-rating provisions? How has 
the State authority fostered the development of good employer- 
employee relations; has it protected the right of its “people to work 
at a job of their own choosing without taking membership in, or 
paying fees to, a third party ? 


STATES MOVE TO IMPROVE BUSINESS CLIMATE 


Several State governments have recognized the justness of these 
questions and also have taken steps to give substé and not just 





lipservice—to their claims of industrial advantages. In 6 States, 
California, Georgia, South Carolina, Tennessee, Vi irginia, and New 
York, in fact, we find resolutions by State assemblies emphasizing 
the importance of these matters, and endorsing the approach I have 
mentioned. Parenthetically I will note that all but 2 of these 6 
States, California and New York, already had adopted right-to- 
work laws. 
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I would like to quote one short section from the resolution which 
was adopted in 1958 by the Virginia Legislature. 

This resolution first specifically defines a good business climate in 
terms of tax, labor, and other economic legislation; it notes the cap- 
ital investment requirements to provide new jobs for its expanding 
earns and the needs for a broad tax basis, and concludes, in 
part 


Whereas a favorable business climate attracts needed industrial payrolls; 
attitudes which would build an unfavorable business climate could tend to deter 
the coming to Virginia of manufacturing plants which, in the relocation process, 
are free to seek the most favorable locations to themselves elsewhere for serving 
national and regional markets; and 

Whereas preservation of our good business climate is in the public interest and 
can be continued without discriminating against any other interest in Virginia: 
Now, therefore 


Resolved by the Senate of Virginia, the House of Delegates concurring, That 
the general assembly henceforth shall examine all proposed legislation relating 
to business, industry, and agriculture in terms of its effect upon the business 
climate of the State, and shall determine whether such legislation may have any 
discriminating or deterrent effect upon the investment of capital and the creation 
of needed payrolls in Virginia; and 

Resolved further, That the members of the general assembly hereby request the 
Governor, the comptroller and heads of all departments of the State government 
to examine their own discretionary actions and orders in any way relating to 
business, industry, and agriculture in terms of the effect of such governmental 
action upon the business climate in Virginia. 

I request permission at this point to insert into the record, as an 
attachment to my testimony, other resolutions which have been adopted 
by these States and approved by their governors. 

Mr. Brown. They may be included in the record. 

Mr. Licurner. In seeking solutions to their problems, we believe 
that all such communities and areas, and the States in which they are 
located, having examined their physical advantages, should look into 
the mirror and adjudge whether their natural advantages are sup- 
ported or offset by this pervasive and potent climate of public attitude 
and opinion. The community which is ripe and ready for industrial- 
ization, will get it; those which are not will lose it. 


SOME OBSERVATIONS ON FEDERAL FINANCING OF PRIVATE INDUSTRY 


These approaches I have outlined preclude and, in our opinion, im- 
prove upon the course of Federal loans from the Public Treasury to 
finance private, profitmaking enterprises as contemplated in the bills 
before you. There are many reasons why this is so. 

There is first the general principle that Federal financing for private 
profit is an improper use of the public’s taxpayments. Advocates of 
these bills believe that such financing is all right where the need is 
great. We believe that Federal loans and grants to the private 
economy are not a normal function of our Government. 

Apart from this, these bills do present many problems to your 
committee. 

In H. R. 6215 there is a proviso that— 
the loan will not result in a transferal to (or a relocation in) any plant or 
facility, the construction, rehabilitation, or alteration of which is assisted under 


this section, of business operations otherwise conducted in any other area of 
the United States. 
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I am at a loss to comprehend exactly how this can be done. Con- 
ceivably, such a proviso would prohibit making a loan where a 
company seeks to close down on operation lock, stock, and barrel in 
one community and start anew in another. The situation will not 
usually be that simple. The difficulty in most cases will be to avoid 
competitive injury to other companies and other communities through 
the creation of a new plant. 

The insertion of this proviso creates, in fact, a most paradoxical 
situation with respect to the whole program for loans and grants. 
It sets up an inhibition against the use of these funds to attract 
industry to the distressed community from any other part of the 
country. Yet, the greatest opportunity for these communities to get 
back on their feet is to attract to themselves, as rapidly as they can, 
all the industry possible from other areas. This is the principal 
aim of all the local, regional, and State development programs which 
we have discussed. All of them are engaged continuously in this very 
business of attracting businesses from other sections of the country. 

Under the inhibitions contemplated in these bills, however, the 
value of the Federal funds will be lost. The Federal agency will be 
helpless to come to the aid of a community in most cases, for it will 
be very difficult to find instances in which the establishment of a new 
facility will not draw some customers and some production from an- 
other plant in another locality. 

In this situation, it will be far better for the distressed community 
if the Government is not put under restriction, but can permit the 
community to attract all the industry it possibly can, from whatever 
source it can. 

One example of how the depressed area would benefit if there were 
no such restriction has been cited to this committee. I would like to 
quote briefly from a colloquy which occurred during hearings before 
this same committee in 1956, which appears on pages 30 and 31 of 
the transcript. 

Mr. Mutter of New York. Mrs. Griffiths, I think, tried to make the point 
that you might help a factory or an industry to move from one city to another, 
inadvertently—that is to say they are going to expand, and they need another 
factory, and they go into a distressed labor area to build a new factory. 
What if anything in this law will prevent that company, after having expanded 
by building a new factory in the distressed area, sloughing off the work in the 
high priced area, where they originated, and having most of their work done 
in the new factory * * * what will prevent that? 

Mr. McDonovueu of California. The situation just described by Mr. Multer 
indicates the Federal Government would be the agency that would initiate, stim- 
ulate, and promote the possibility of depleting the labor market in one area and 
transferring it to another. That is the way I understand it. 

We also have concern over the impact of federally financed plants 
on the less industrialized areas of the country, particularly in our 
Southern States. This legislation will interfere with the normal com- 
petitive influences which are bringing about development of histor- 
ically underprivileged sections of the South. It inevitably will slow 
down the rate of progress there. You may wish to consider whether 
this postwar growth of southern industry has not solved a far greater 
economic and social problem of our Nation than exists in our several 
isolated pockets of unemployment in the gone 

In connection with the colloquy which I mentioned, there was dis- 
cussion of a penalty to prevent such federally sponsored companies 
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from shifting their production. Would the Government plan, then, 
to police the production lines of these plants? Or would Federal 
measures be enacted to require restriction of their sales efforts in 
certain areas or allocation of their production schedules and facilities 
as between customers or products ? 

I do not suggest that such controls would be seriously considered 
by you, but they would be necessary if you wish to insure that an 
established firm would not shift production to new, federally 
financed plants in States which may have more favor: able unemploy- 
ment compensation laws, for example. 


BILLS POSE MANY NEW BUSINESS AND GOVERNMENTAL PROBLEMS 


There are other features in these bills, particularly in H. R. 6215, 
which involve further intrusion by the Federal Government into both 
private industry and affairs of our States. Those of you who wish to 
protect the St: ite unemployment compensation systems, prevent their 
conversion into unemployment relief or dole programs and prevent 
their ultimate destruction through federalization should not favor 
these bills. 

H. R. 6215 provides for subsistence payments for the retraining 
of persons in labor surplus areas, to the extent of 13 weeks and in 
amounts equal to the average weekly unemployment compensation 
payments of the State involved. This, you will observe, is nothing 
more than a form of selective Federal extension of payments under 
the unemployment compensation systems of our States. It is a most 
controversial issue and is now pending before the Congress. All the 
faults and fallacies of that proposal apply equally to the features 
incorporated in this bill. These we have already documented in 
testimony before the House Ways and Means Committee. 

You will note in section 3 (c) of H. R. 6215, the Federal Admin- 
istrator is authorized to call together representatives of whole in- 
dustries which may have suffered unemployment, in turn affecting the 
communities in which some Federal factories are located. This con- 
ference is charged with recommending plans and programs for such 
industries. What plans? What programs? Should Congress per- 
mit an administrative agency to prescribe the financial and managerial 
steps to be taken to correct, presumably, the business problems of 
a whole industry? We do not believe the Congress should open the 
door to this perversion of our free, competitive enterprise system. 

There are other difficulties in the proposal to solve the problems of 
distressed areas by the use of loans and grants. These bills assume 
that credit and capital are the major considerations in attracting new 
business to a given community. Such an assumption is open to 
serious question. In the specific matter of plant location and re- 
location, it has been found that raw materials and markets are usually 
the prime considerations. 

You may well question whether easy Government credit would in- 
fluence the kind of stable industry around which a successful com- 
munity economy is built. Surely you will not want to finance new 
marginal, speculative plants which ultimately become a new burden 
upon the community. 
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Turning from the area of practical business considerations to 
governmental problems, past events have demonstrated that once Fed- 
eral funds are committed under this type of proposal, there is no 
logical end to the purposes which their advocates will seek to 
justify. 

In testimony before you 2 years ago, some witnesses suggested that 
your criteria for assisting major areas of labor surplus were faulty 
because the central city may not be so qualified—but that Federal aid 

may be necessary in the outlying silvatbe. Others reversed the situa- 
tion, contending that, in many “places, the general areas were pros- 
perous, but that Federal aid should be made available for the blighted 
central portion of the city. Still a third would turn the problem 
inside out, arguing that funds also should be provided for prosperous 
cities on the ground that they often need new schools and other facili- 
ties to provide for people whom they have attracted from the labor 
surplus areas. On such reasoning, it is difficult to see how Federal 
funds may be justifiably denied to any community, even those with 
labor shortages. 

It is my strong belief that, in the interest of strengthening our State 
and local government, and the private economy, we should move in 
the direction of narrowing the scope of Federal operations. The 
present administration has achieved an excellent record in this regard. 

It has moved aggressively in the past to dispose of many Govern- 
ment businesses which compete with those of private citizens; it has 
finally eliminated the Reconstruction Finance Corporation; it has 
courageously established the Federal-State Action Committee to 
restore the functions and tax resources to the States. 

These new proposals move in a reverse direction ; they open a whole 
round of new Federal subsidies for businesses, individuals, and organi- 
zations; they increase the reliance of the States and communities upon 


the Federal purse. 
A NATIONAL PROGRAM TO STRENGTHEN THE ECONOMY 


There is before the Nation now, as I indicated earlier, a much 
larger question as to the propriety of Federal efforts to relieve high 
unemployment in some localities and not in others. If such a selective 
program ever were warranted it certainly is not at this time. 

The general decline of business levels calls, rather, for the greatest 
energy and best thinking to help restore the national well-being, which 
these special areas also must have if they are to achieve the potentials 
under the approaches which we have suggested. 

We wish to outline a course of action in this situation which we 
believe will be more effective and far more equitable in its treatment 
of its citizens for it rests not upon geographic assistance—in bits and 
pieces—but upon a program to raise the level of employment from 
coast to coast and border to border. 

Although stated and announced by our association only some 3 weeks 
ago, on April 11, 1958, it is based upon studies and programs 
formulated by our members over many years. 

It is not long, and I should like to read it to the committee, interpo- 
lating additional information as I read : 


The National Association of Manufacturers, mindful of industry’s responsi- 
bilities to the public, employees, and stockholders, believes that prompt and 
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effective action should be taken to encourage a return to full prosperity and a re- 
sumption of the Nation’s economic growth. 

Any program of action should deal with basic economic maladjustments 
which brought on the current recession and not merely ameliorate its effects 
through inflationary expedients. 

Two basic causes of the decline in economic activity are (@) a national tax 
policy which undermines individual and business incentives and drains away 
the venture capital which our economy needs for growth; and (b) wage increases 
exceeding gains in productivity, which have forced many prices up to the point 
where there is reluctance by consumers to buy in sufficient quantities to keep 
everyone employed. 

To correct these conditions and stimulate full economic activity, the NAM 
believes the following four-point program is essential : 

“1. The administration and the Congress should move to reform the Federal 
tax rate structure so as to remove roadblocks to growth and so that the tax 
revenue the Government needs can be produced by a strong and expanding 
economy.” 

Let me tell you a little of our findings behind recommendation No. 1. 
We have been congratulating ourselves for many years on the physical 
expansion which apparently has taken place in this Nation since the 
war. Outlays for business construction and durable equipment dur- 
ing the past decade have risen from $20 billion to almost $40 billion 
annually. Few, however, have stopped to determine how much of 
this has been net grow th—actual i improvement over the previous year. 
The NAM is one of those who have. I would like to point out a 
factual situation which I believe may not have been presented to you 
by any other witnesses. 

It is true that business has invested many billions of dollars in new 
plant and equipment, but an increasing proportion of this has been 
required to replace the capital values ¢ urrently used up in the business 
operations. In recent years, only about one-tenth of such capital 
spending has gone into bona fide net expansion. Nearly half of the 
average $514 billion a year of increase in book value of business in- 
ventories since the war represents the additional cost of carrying the 
same physical volume. 

Seven of the nine billion dollars a year of retained profits has gone 
to maintain the tangible assets of corporations, not to expand them. 
And even this small margin for expansion would not have been pos- 
sible without reducing the level of dividends. 

There are a number of conclusions which you may draw from these 
facts, if increased industrial investment is the goal you are seeking. 
Clearly we urgently need a great deal more investment if we are to 
provide jobs not only for the 2,000,000 or more newly unemployed, in 
many areas of the country, but for the hundreds of thousands of young- 
sters from our high schools and colleges who will be looking for jobs 
some 30 days from today. 

In the tax area, with the Federal level of Government taking from a 
third to more th: an half of the earnings of every business corporation 
from smallest to largest, there is little need to wonder how you may go 
about increasing inv estment for jobs for these people. 

A gradual 10 percent reduction in corporate taxes over the next 5 
years alone would release more than $4 billion, and you may look for 
the great bulk of this to go directly into business growth. This is 

many times the amount you propose to lend from the ‘Public Treasur Vv 
to enterprises in which funds cannot be found through normal chan- 
nels. An additional $10 billion could be returned over the same 5 
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ears to the private economy through a gradual reduction in all 
Soaskote of the individual income tax rate, providing an even larger 
pool for the supply of venture capital for expansion of anwar 

Such an income tax rate reform program is provided in the Sadlak- 
Herlong bills, H. R. 6452 and H. R. 9119, which received such over- 
whelming support in the recent month-long hearings conducted by 
the Ways and Means Committee. 

Point No. 2 of our program is: 

Government at all levels—Federal, State, and local—should administer public 
affairs with the greatest economy so that the least possible burden is placed on 
the ability of business and industry to move ahead and produce. 

The present administration has much to be proud of in its efforts 
to curb wasteful and extravagant spending practices since 1952; it has 
shown considerable spirit recently in resisting many of the hysterical 
demands for the discredited pump-priming measures which so pro- 
longed the great depression of the thirties. 

Unfortunately, there is a great deal more to do at all branches and 
levels of Government in the way of fulfilling the philosophy of the 
administration. 

The Congress last year also was widely applauded for its insistence 
on making substantial cuts in the budget submitted by the administra- 
tion, but seems bent this year on making heavy increases in a budget 
alre: ady inflated by emergency costs. Excessive spending will exact its 
toll in more inflation over the years ahead, since it is easier to increase 
spending then it is to reverse the process. Asa means for reinvigorat- 
ing the economy, and moving ahead to sustained economic growth, we 
feel that income tax rate reform is to preferred cver any and all 
new spending programs. The former will strengthen the tax base 
whereas the latter is more likely to inflate costs and prices than to 
generate sound economic activity. 

Point No. 3 recommends: 

The power of union monopolies should be curbed. In addition the leaders 
of organized labor, in the interest of their members and of the whole country, 
should forego demands for more and more at a time when millions of Ameri- 
cans are out of work. 

The NAM stands for the highest wages al nd en iplove e benefits which 
can be given within the limits of a company’s ability to sustain them. 
We assert, again and again, only that the growth of labor monopoly 
in our time has enabled unions to come to the bargaining table with 
such strength that they have been able to exact wage increases far 
in excess of the growth of national productivity (output per man- 
hour). 

From 1948 to 1956, output per man-hour rose 28 percent in the 
manufacturing industry. But total compensation per man-hour in 
manufacturing industries rose 55 percent in that period. 

As a result the prices of products have been forced so high that 
the people have been unable or unwilling to buy enough to maintain 
our peak employment levels. There is the crux of today’s unem- 
ployment problem; and we have given you the solution. 

This monopoly has many other facets and results which people are 
beginning to understand more clearly from information developed 
by other committees of the C ongress. The economic side of the pic- 
ture of labor monopoly is less well understood, although it has the 
profoundest impact of all upon our society and our prosperity. 





LEGISLATION TO RELIEVE UNEMPLOYMENT 639 


My point is, however, that this monopoly power to depress the 
economy is not beyond correction. I realize that such remedies are 
not within the province of this committee, but each of the members 
here will have an opportunity to vote on corrective measures on the 
floor of Congress. When you do, you will be doing a far greater 
service to the distressed areas of your districts, and for every unem- 
jloyed constituent, than you will by seeking new appropriations for 
ib ans and grants under these bills. 


Point No. 4 


Businessmen should resume their optimistic outlook and strike out boldly 
with new ideas, new products, new methods to increase productivity, and new 
sales efforts. Curtailing operations through fear of recession only aggravates 
recession, 

Those of us who have lived through the major depression of the 
1930’s and the two setbacks we have experienced since the war are 
aware of the crucial role which confidence can play in the business 
level of activity. It is the self-starter to our economic machine. 

There is evidence in the newspapers, magazines, and over the air 
today that some leading businessmen are exhibiting a good spirit in 
the face of the downturn, and have plunged into new : advertising and 

sales efforts to meet the challenge. They need more followers, and 
this is one role in which business organisations and groups such as 
ours can pl: Ly an active part. The activity of our own association is 
reflected in the fourth point of the statement I have just cited. This 

can be, however, no more than a self-starter. 

If intensified marketing and advertising campaigns are to be effec- 
tive, the motor of our economic machine must also be in running 
order. I suggest that the first three points of our program indicate 
the repair work which still is needed and that this is the fundamental 
job which this Congress must undertake. 

These four steps— 
our association said— 


if taken promptly, will bring about a renewal of confidence, remove present 
obstacles to forward thinking and planning by business, and stimulate return 
to full economic activity. The unemployed will find jobs and growth will 
resume without resorting to inflationary policies which can only cause even 
more serious trouble in the future. 

In conclusion, we hope this committee will recognize and appre- 
ciate that no statement we have made is intended to deprecate the 
seriousness of the current economic situation; or to exhibit lack of 
sympathy to those communities or individual citizens who have suf- 
fered unemployment through any cause. 

We do deplore only the tendency of those advocates of greater 
Federal intervention into the private business economy; of greater 
Federal intrusion into the policies of the States; of greater Federal 
spending for pump priming and other economic programs to capi- 
talize upon this recession for the promotion of their favorite projects. 
These bills are more evidence of this opportunistic trend. We oppose 
them both on the basis of principal and because we believe that their 
provisions present an impossible task. We respectfully urge that 
you do not report favorably upon any of these bills. 
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(The State resolutions submitted by Mr. Lightner follow :) 
[General Assembly of the State of Georgia, S. R. No. 84, Act No. 9] 


A RESOLUTION 


Whereas business climate is the net result of all controllable conditions be- 
yond management’s direction which affects the cost and ease of operating a 
business in the State. Maintaining these conditions most favorable requires: 

1. Fair and equitable treatment in general legislation and administrative 
regulation for all segments of Georgia’s economy. 

2. A framework of government the support of which provides a favorable 
competitive advantage with other States of similar industrialization and favor- 
able climate. 

3. Equitable tax policies and restriction of the cost of government to reason- 
able levels in providing necessary services efficiently. 

4. Fair treatment for all in legislation and administration to maintain har- 
monious labor-management relations and to protect the rights of individuals 
and property owners. 

5. Fostering, in the public interest, an economic atmosphere which will enable 
Georgia agriculture and industry to compete for out-of-State markets, remember- 
ing that wide marketing of Georgia products brings wealth into the State, 
thereby raising the standard of living of all our people; and 

Whereas Georgia’s favorable business climate has been a major factor in 
encouraging expansions by established industries and the locating of new in- 
dustries throughout the State; and 

Whereas for reasons hereinafter set forth, it will be critically important for 
Georgia to continue to maintain and improve its business climate; and thereby 
foster the healthy expansion of existing business and the attraction of new 
industry ; and 

Whereas the increasing displacement of our farm population magnifies the 
importance of providing more job opportunities in all Georgia communities: and 

Whereas healthy industrialization broadens the tax base, thereby providing 
much-needed revenues for comunity facilities and government services for all 
our people; and 

Whereas in this era of rapid industrial expansion and relocation throughout 
the United States, industries, selecting locations, are vitally concerned about 
the relative business climate among the States; and the preservation of Georgia’s 
good business climate is in the public interest and can be continued without 
discriminating against any other interest in Georgia : Now therefore, be it 

Resolved by the General Assembly of Georgia, That this legislature hence- 
forth shall examine all proposed legislation relating to business, industry, and 
agriculture in terms of its effect upon the business climate of the State, and 
shall determine whether such legislation may have any future discriminating 
or deterring effect upon the investment of capital and the creation of needed 
payrolls in Georgia; and be it further resolved that the members of this gen- 
eral assembly hereby request the Governor and the directors of each depart- 
ment in the State government to examine thier own discretionary actions and 
orders in any way relating to business industry and agriculture in terms of 
the effect of such government action upon the business climate in Georgia. 


[Resolution adopted by the General Assembly of Virginia, 1958] 
SENATE JOINT RESOLUTION No. 12 


Whereas good business climate is hereby defined as follows: 

1. Fair and equitable treatment in general legislation and administrative 
regulation for all segments of Virginia’s economy. 

2. A framework of government the support of which adds no greater cost to 
doing business than the cost of government imposed by other States of similar 
industralization and favorable climate. 

3. Equitable tax policies and restriction of the cost of government to reason- 
able levels. 

4. Fair treatment for all in legislation and administration of labor-manage- 
ment relations affairs. 
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5. Fostering, in the public interest, an economic atmosphere which will en- 
able Virginia agriculture and industry to compete for out-of-State markets, 
remembering that wide marketing of Virginia products brings wealth into the 
State, thereby raising the standard of living of all our people; and 

Whereas during the last 10 years, under its prevailing favorable business 
climate, Virginia has attracted some 311 new manufacturing plants and ex- 
pansions, with a capital investment of close to $2 billion ; and 

Whereas, for reasons hereinafter set forth, it will be critically important for 
Virginia to continue to maintain and improve its business climate; and 

Whereas Virginia’s population is increasing at the rate of 60,000 persons 
annually and is expected to reach 4,100,000 by 1965, when population forecasts 
indicate Virginia will become the Nation’s 14th largest State; and 

Whereas the capital investment necessary to provide jobs for the expected 
4,000 new workers each year will be in excess of $200 million annually; and 

Whereas basic industry and agriculture are the prime movers of the rest 
of the business economy ; and 

Whereas healthy industry broadens the tax base, thereby providing much 
needed revenues for community facilities and government services for all our 
people ; and 

Whereas in this era of rapid industrial expansion and relocation throughout 
the United States, industries, selecting locations, are vitally concerned about 
the relative business climate among the States; and 

Whereas a favorable business climate attracts needed industrial payrolls; 
attitudes which build an unfavorable business climate could tend to deter the 
coming to Virginia of manufacturing plants which, in the relocation process, are 
free to seek the most favorable locations to themselves elsewhere for serving 
national and regional markets ; and 

Whereas preservation of our good business climate is in the public interest and 
can be continued without discriminating against any other interest in Virginia: 
Now, therefore, 

Resolved by the Senate of Virginia, the House of Delegates concurring, That 
the general assembly shall examine all proposed legislation relating to business, 
industry, and agriculture in terms of its effect upon the business climate of the 
State, and shall determine whether such legislation may have any discriminatory 
or deterrent effect upon the investment of capital and the creation of needed 
payrolls in Virginia ; and 

Resolved, further, That the members of the general assembly hereby request 
the Governor, comptroller, and the heads of all departments of the State Govern- 
ment to examine their own discretionary actions and orders in any way relating 
to business, industry, and agriculture in terms of the effect of such governmental 
action upon the business climate in Virginia; and 

Resolved, further, That the clerk of the senate is hereby directed to transmit 
suitably prepared copies of this resolution to the Governor and to the head of 
each department of the government of the Commonwealth of Virginia. 


[S. 713] 


A CONCURRENT RESOLUTION RELATING TO THE BUSINESS CLIMATE OF THE STATE 
OF SOUTH CAROLINA 


Whereas since 1945 South Carolina, through its demonstrated understanding 
attitude toward industry, has attracted 1,213 new manufacturing plants and 
1,406 existing plants have expanded, all of which represents a capital investment 
of $1,372.636,000, and has created 136,156 jobs, representing annual wages of 
$331,609,180 ; and 

Whereas a favorable environment in which to conduct business is essential for 
the encouragement of business expansion, the attraction of new business, the 
growth of business and industry and the broadening of employment opportunities 
for all of the people of the State, and 

Whereas business climate and environment is comprised of elements that are 
economic, political, and social, and which include attitudes of government and 
all other groups toward business ; and 

Whereas every citizen of South Carolina, including the workingman, the busi- 
nessman and the professional man, has a real and personal stake in the expanding 
economy and more job opportunities in this State ; and 
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Whereas in this era of rapid industrial expansion and relocation throughout 
the United States, industries selecting locations are vitally concerned with and 
are giving increasing attention to the relative business climate among the States; 
and 

Whereas this general assembly has adopted a progressive, fair, and enlightened 
attitude toward existing industry and the attraction of new industry to this 
State. Now, therefore, be it 

Resolved by the General Assembly of the State of South Carolina, That this 
body continue to carefully examine all proposed legislation relating to commerce 
and industry, in terms of its effect upon the business climate of the State, and 
determine whether such legislation may have any future discriminating or deter- 
ring effect upon the investment of capital and the creation of needed payrolls in 
South Carolina ; and be it further 

Resolved, That this legislature reaffirm is dedication to the fair and just treat- 
ment in legislation and regulation of all segments of our economy, to fair and 
equitable policies of taxation, to the impartial treatment of labor and manage- 
ment in their relationships with government; and of the recognition of the basic 
rights of all citizens, both individual and corporate; and be it further 

Resolved by the members of this legislature, That they hereby request the 
Governor and the heads of all departments of this State, to continue to examine 
their own discretionary actions and orders in any way relating to commerce and 
industry, in terms of the effect of such governmental action upon the business 
climate in South Carolina ; and be it further 

Resolved, That copies of this resolution be forwarded to the Governor and all 
officials of the State government, including the head of each department in the 
government of the State of South Carolina. 


[California Legislature—1957 Regular Session] 
ASSEMBLY CONCURRENT RESOLUTION No. 26 


Whereas good business climate is hereby defined as follows: 

1. Fair and equitable treatment in general legislation and administrative regu- 
lation for all segments of California’s economy. 

2. A framework of government the support of which adds no greater cost to 
doing business than the cost of government imposed by other States of similar 
industrialization and favorable climate. 

3. Equitable tax policies and restriction of the cost of government to reasonable 
levels. 

4. Fair treatment for all in legislation and administration of labor-management 
relations affairs. 

5. Fostering, in the public interest, an economic atmosphere which will enable 
California agriculture and industry to compete for out-of-State markets, remem- 
bering that wide marketing of California products brings wealth into the State, 
thereby raising the standard of living of all our people; and 

Whereas during the last 10 years, under its prevailing favorable business 
climate, California has attracted some 14,500 new manufacturing plants and 
expansions, with a capital investment of close to $4 billion; and 

Whereas for reasons hereinafter set forth, it will be critically important for 
California to continue to maintain and improve its business climate; and 

Whereas California’s population is increasing at the rate of about 400,006 
persons annually and is expected to reach 17 million by 1965, when population 
forecasts indicate California will become the Nation’s largest State: and 

Whereas the capital investment necessary to provide jobs for the expected 
133,000 new workers each year will be in excess of $2 billion annually; and 

Whereas basic industry and agriculture are the prime movers of the rest of the 
business economy ; and 

Whereas healthly industry broadens the tax base, thereby providing much- 
needed revenues for community facilities and government services for all our 
people ; and 

Whereas in this era of rapid industrial expansion and relocation throughout 
the United States, industries, selecting locations, are vitally concerned about the 
relative business climate among the States ; and 

Whereas a favorable business climate attracts needed industrial payrolls; 


’ 


attitudes which build an unfavorable businesss climate could tend to deter the 
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coming to California of manufacturing plants which, in the relocation process, 
are free to seek the most favorable locations to themselves elsewhere in the 
West for serving western markets ; and 

Whereas preservation of our good business climate is in the public interest and 
can be continued without discriminating against any other interest in California: 
Now, therefore, be it 

Resolved by the Assembly of the State of California, the Senate thereof con- 
curring, That this legislature henceforth shall examine all proposed legislation 
relating to business, industry, and agriculture in terms of its effect upon the 
business climate of the State, and shall determine whether such legislation may 
have any future discriminating or deterring effect upon the investment of capital 
and the creation of needed payrolls in California ; and be is further 

Resolved, That the Members of this Legislature hereby request the Governor, 
the comptroller, the director of finance, the treasurer, and the director of each 
department in the State government to examine their own discretionary actions 
and orders in any way relating to business, industry, and agriculture in terms 
of the effect of such governmental action upon the business climate in California ; 
and be it further 

Resolved, That the chief clerk of the assembly is hereby directed to transmit 
suitable copies of this resolution to the Governor, the secretary of {State, the 
comptroller, the treasurer, and to each director or head of every department in the 
government of the State of Cailfornia. 


[ Resolution adopted by the Legislature of the State of New York] 
SUSINESS CLIMATE RESOLUTION 


Whereas this legislature believes that the health and welfare of the State’s 
business community has a direct relationship to the personal welfare of all our 
citizens and is thus in the widest interest ; and 

Whereas a favorable environment in which to conduct business is essential 
for the encouragement of business expansion, the attraction of new business, 
for the growth of business and industry and for the broadening of employment 
opportunities for all the people ; and 

Whereas business climate and environment is comprised of elements that are 
economic, political, and social and which include attitudes of government and 
all other groups and individuals toward business ; 

Whereas the actions of this legislature to improve the environment in which 
business and industry must operate and to increase its competitive strength will 
contribute directly or indirectly to the continuing prosperity of our State and to 
he constantly rising standard of living of all our citizens: Therefore be it 

Resolved, That this legislature henceforth shall examine all proposed legisla- 
tion relating to commerce, industry, and agriculture in terms of its effect upon 
the business climate of the State and shall determine whether such legislation 
may have any future discriminating or deterring effect upon the investment of 
eapital and the creation of needed payrolls in New York; and be it further 

Resolved, That this legislature reaffirm its dedication to fair and just treatment 
in legislation and regualtion for all segments of our economy; of fair and equita- 
ble policies of taxation; of impartial treatment for labor and management in 
their relationships with government; and of recognition of the basic rights of 
all our citizens, both individual and corporate; and be it further 

Resolved, That the members of this legislature hereby request the Governor 
and the heads of each department in State government to examine their own 
discretionary actions and orders in any way relating to commerce, industry, 
and agriculture, in terms of the effect of such governmental action upon the 
business climate in New York; and be it further 

Resolved, That the Commissioner of Commerce of the State of New York, in 
particular, be requested to diligently and aggressively reflect and work for the 
genuine needs of business in this State and thus aid in achieving an improved 
business climate; and be it further 

Resolved, That the clerk of the assembly is hereby directed to transmit copies 
of this resolution to the Governor, the secretary of state and all officials of State 
government, including the head of each department in the government of the 
State of New York. 
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[Resolutions adopted by the Legislature of the State of Tennessee] 
SENATE JOINT RESOLUTION No. 66 


A resolution to direct the legislative council to study industrial development in 
this State. 

Whereas for a number of years now, Tennessee has advanced greatly in its 
industrialization ; and 

Whereas Tennessee has ample labor and natural resources to afford further 
advancement in industry ; and 

Whereas it would be desirable to know whether sufficient finances are available 
in this State to promote such development, especially as to available risk capital; 
and 

Whereas many of our sister States are planning for future industrial develop- 
ment by enacting measures designed to facilitate matters for any industry desir- 
ing to move there; and 

Whereas the legislative council is the agency authorized by this body to make 
its studies: Now, therefore, be it 

Resolved by the senate of the 80th general assembly, the house of representa- 
tives concurring, That the legislative council be directed to study industrial 
development in this State, including but not limited to sources of capital for 
initiating industrial plants, particularly risk capital, and if such capital is needed, 
to study or examine the industrial development credit corporation idea, as well 
as to make a study of comparative legislatioin in our neighboring States affecting 
industrial development, and to make a report with recommendations to the next 
general assembly. 

SENATE JOINT RESOLUTION No. 13 


Whereas the State of Tennessee in the beginning of the industrial development 
in the South during this century appeared to keep pace with the other Southern 
States in the matter of industrial development: and 

Whereas according to the information contained in the 1956 Tennessee Blue 
Book, on page 316, only 9 States in the entire Nation increased in manufacturing 
and industrial development faster than Tennessee from 1896 to 1939; and 

Whereas, during the next few years Tennessee appears to have lost the momen- 
tum of the early industrial start and fell behind the average of the other Southern 
States in industrial growth and continued on the downward trend until the 
creation of the industrial commission upon the recommendation of Gov. Frank 
G. Clement in 1953 ; and 

Whereas, not only has Tennessee fallen behind in industrial growth but its 
population growth has fallen so far behind the national average that it appears 
that our State will likely lose a congressional seat after the 1960 Federal 
census ; and 

Whereas, the lag in our population growth is undoubtedly directly related to 
failure of our State until recent years to attract new industries in the same 
proportion as our sister States of the South have attracted new industries ; and 

Whereas, the U. S. News & World Report of October 26, 1956, in a special 
report entitled “The Way Business Rates the States” containing a check list of 
advantages for industrial plant location, failed to list the State of Tennessee 
as favorably as other Southern States ; and 

Whereas, the 1953 legislature by chapter 219 of the public acts thereof created 
the Tennessee Industrial and Agricultural Commission for the purpose of en- 
couraging the industrial development of this State: Now, therefore, be it 

Resolved by the senate (the house of representatives concurring), That a 
committee of 8 members from the senate and 4 members from the house of repre- 
sentatives, be appointed by the respective speakers thereof, to investigate what 
additional step can be taken to further the industrial growth of our State, and to 
report and recommend to the 80th general assembly within 30 days, what addi- 
tional legislation, if any, is needed to augment and supplement the provisions of 
chapter 219 of the public acts of 1953, or any other legislation that might tend 
to encourage and increase the industrial growth of our State. 


Mr. Brown. Mr. Lightner, we appreciate your statement. You 
have told us you are opposed to the area redevelopment bills. At the 
same time you say you are concerned with the widespread unemploy- 
ment in this country today. Now, this committee has other bills be- 
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fore it which may help to provide new jobs, such as the community 
facilities bill and the small-business financing bills. Do you favor 
any of these bills ? 

Mr. Ligirner. I believe there are a large number of bills before the 
committee, Mr. Chairman, many of which I confess I am not familiar 
with. You referred to the public facilities loan program. Is that 
H. R. 1147 ¢ 

Mr. Brown. That is right. 

Dr. Tall , you are rec ognized for 5 minutes. 

Mr. Tauue. Thank you, Mr. Chairman, and thank you for your 
statement, Mr. Lightner. 

At the outset, | want to suggest a fundamental question which I 
raised something over 2 yearsago. Itisthis:Isita proper function of 
the Federal Government to de ‘termine the location of private indus try ¢ 

Mr. Ligurner. In the sense of are private industry as to 


where to go, I would certainly ans\ “No.” I do think that the 
Federal Government, through its taciliti¢e and nt departments, may 
very well have information = advice, which can be placed at the 


disposal of and can he ‘Ip the States and their cubdivi isions in solving the 
probiems of communities where there is difficulty in maintaining a 
ee rate of employment; but they should not go menil that. 

Taye. It is something that could be « xpand led a good deal but 
gna isn't time for it. We operate under the 5-minute rule. 

On page 4, you say 

We are advised by the Department of Commerce that there are now some two 
thousand privs ite community groups conducting development programs and that 
statewide organizations have been established in all but two States. 

Those development associations are doing very good work in my 
State. 

Mr. Ligurner. I think they are everywhere, sir. 

Mr. Tatix. The work is done by the local people who know the 
needs and the possibilities. 

Mr. Licurner. And those development groups, private, semigovern- 
mental and governmental, are trying to improve the industrial condi 
(ion of a great many con eae es that are not classified as depressed 
areas. In other words, is a technique which is being very widely 
used and which particul: ee needs to be used for de pressed areas. 

Mr. Taute. I like your emphasis on community attitude. 

Mr. Licurner. It is very important. 

Mr. Tatue. You have emphasized that. T think in the background 
of your entire statement is the basic idea that ours is a dynamic 
society. 

Mr. Licutner. There is no que: tion about it, and it is growing and 
it must continue to grow. 

Mr. Tatir. Were it not for that, our country might become like 
Europe in the Middle Ages where the dead hand of custom held peo- 
ple down. 

On page 16 I would like to paraphrase your statement a little bit 
any say “Confidence is the self-starter to our economic machine.” 

I am ue a little paraphrasing, but it is a fair statement, I think. 

Mr. Ligutner. Yes. 

Mr. Tatie. I certainly agree with you wholeheartedly. I am glad 
to note that people engaged in some businesses and industries are be- 
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ginning to talk a little more optimistically and urging more effective 
sales programs and not relying on 531 persons in the C ongress to lift 
them out of their troubles. 

Mr. Ligutner. That is right. 

Mr. Tatix. Thank you, Mr. Lightner. Thank you, Mr. Chairman. 

Mr. Brown. Mr. Barrett, you are recognized. 

Mr. Barrett. Thank you. 

I wonder if I understand the theme of your testimony. You seem 
to indicate that the States should pull themselves out of the recession. 
It appears to me that you are more or less advocating industrial 
incentive. 

Mr. Licutner. Indicating what, sir? 

Mr. Barrerr. An industrial incentive in the various States in order 
that they may curtail a recession, if that is possible. 

Is that the theme of your testimony ? 

Mr. Licurner. My testimony is not really directed toward doing 
away with what we refer to as the current general recession of business, 
but rather with the problems of the rel: atively few areas that come 
within the definition of depressed areas, if we turn the history pages 
back a few months before this present rise in unemployment in so 
many places. 

Mr. Barretr. For example, we in Pennsylvania have an industrial 
incentive program which I think was inaugurated several years ago 
when Governor Leader came into office. Yet we are in a recession 
greater than we had in 1941. We have 500,000 on the unemployment 
rolls. 

You speak of the Government more or less giving its work to private 
industry. In the Philadelphia metropolitan area we have Govern 
ment agencies, namely the Naval Base, the Quartermaster and Marine 
Corps ‘Depots, the Signal Corps, and the Veterans’ Administration. 

Mr. Licutner. Including some of the places where they are em- 
ploying people from across the river in New Jersey and having a 
row as to whether or not they are subject to Pennsylvania income tax. 

Mr. Barrerr. I think Congressman Widnall is better off than any 
of us. He is the beneficiary of all that shipy ard work over there. 

Mr. Licurner. My home happens to be in Congressman Widnall’s 
district. He isn’t responsible for that. I have lived there for a good 
many years and I don’t hold him wrong. 

Mr. Barrett. Nor do I. I commend him because it has given a 
little relief to the Philadelphia are 

However, if during World War I and the Korean emergency, we 
had prepared a peace-time program, we might have prevented the 
recession in many of these States. The thing with which I am very 
much concerned is the fact that 12 governors came here and urged 
the immediate passage of these bills and the inauguration of a stabi- 
lized program in order to stop this recession. If we don’t do this, I 
would like to know what you would recommend in order to put people 
back to work? 

Mr. Licutner. Mr. Barrett, I really believe that we are dealing 
with two different questions. I have read some of the testimony of 
the Governors that you refer to. I haven’t been privileged to see all 
of it, but I have read some of it. Such testimony as I have seen 
seemed to spread over both of these fields. One question is whether 
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the type of legislation that is involved in H. R. 6215 is the sort of 
legislation that should be adopted in the interests of improving con- 
ditions in depressed areas under normal national economic conditions, 
because if we were to go back a couple of years to when these bills 
really started to crowd themselves upon the attention of this com- 
mittee, we were in a stage of what at least appeared to be rather 

rosperous conditions throughout the Nation asa whole. And yet we 
had —I don’t recall the exact number—a dozen or 15 major areas and 
a certain number of so-called minor areas where the unemployment 
was high enough so that it classified those areas as depressed areas. 

Now, these bills are aimed at those areas. We do not believe that 
they are sound in the matter of thinking—and I believe this is the 
basis of these bills—in the matter of thinking that Federal money 
is going to supply the answer. 

Mr. Brown. Your time is up, Mr. Barrett. 

Mr. Widnall. 

Mr. Ligurner. I am sorry if I didn’t properly respond to your 
questions. 

Mr. Wipnatu. Mr. Lightner, I am personally delighted that you 
are here before the committee today because I know you are extremely 
well qualified to testify as a representative of an association of busi- 
nessmen in this country. Perhaps other members of the committee 
are not familiar with the fact that you are chairman of the board of 
the Singer Manufacturing Co., that employs thousands of employees 
throughout this country and throughout the world and you have been 
most successful as a businessman. 

I also know that in community service you have done an outstand- 
ing job and at the time of the formation of our new constitution in 
the State of New Jersey, you were a delegate who contributed much 
to its drafting. 

I wish that many of our colleagues who are critical of business 
could have been here today to hear your testimony because it is meas- 
ured, it is to the point on the bills and an: ulyzes very well the reasons 
that industry considers when they are considering an expansion pro- 
gram and possible location in a depressed area 

I think that your testimony summed up to me would be that you 
hope for the climate in America, in Government, and an attitude of 
the people that will encourage development of business so that it can 
provide jobs. I think we ough t to listen to your testimony with par- 
ticular care because your testimony is that of an individual repre- 
“ee the employers who create jobs and provide employment and 

an do the best job for the future, in Americ: 

I would like to put into the record a st utement you made about 
business competition not long ago in which you said: 

I believe that competition is something to be met fairly and squarely in the 
marketplace and not something to be bought out, undercut or sold out. 

Perhaps some of my colleagues might have been here today if they 
had known that you stumped for W oodrow Wilson in your law 
school days. 

Now to get back to these bills. 

Mr. Barrett. Will the gentleman yield ? 

Mr. Wipnatt. Yes, I will yield. 
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Mr. Barretr. Will you tell us why you are not stumping for some 
of the other Presidents who are in the same political category that 
President Wilson was? You don’t have to answer that. 

Mr. Licurner. I would be very glad to answer. I have always 
been a kind of back and forth person as far as my political aflilia- 
tions are concerned. Asa boy I was brought up to revere the Demo- 
cratic Party because my mother happened to be a member of the 
Cass family and a relative of Lewis Cass who some years ago was a 


great men ber of the Democratic Party. ec father was a McKinley 
man and he thoug! nt well of the Republic n Party, so | vot a little 
dose on both sides. I was a great admirer ria Mr. Wilson. I ama 


great admirer today of Mr. Eisenhower. In between I have gone 
this way and that. 

Mr. Brown. Will the gentleman yield to me? 

Mr. Wipna.t. I yield. 

Mr. Brown. I might state that President Wilson was a Georgian, 
also. 

Mr. Ligurner. Mr. Chairman, I am not too familiar with the pro- 
cedure. I would like to offer an observation if I may, supplementing 
my statement. Or should I wait for questions? 

Mr. Wipnatt. I will ask the question. Mr. Lightner, what is your 
observation ? 

Mr. Licutner. Nearly 10 years ago, my company was looking for 
a site for a new factory we had long talked about starting and during 
the months that we were looking, we went from the western end of 
Kentucky, across to the Atlantic Coast of the Carolinas. The in- 
stance that I am referring to is this, that one of the communities in 
Kentucky—I wouldn’t want to name it, I might be inaccurate—that 
we looked at had a plant which was vacant and which could be 
bought for what seemed to be a very reasonable figure. I sent a team 
of our men to the plant and there were many things about the pur- 
chase that we liked. But the more this team went into it, the more 
critical they became of the community, the community activity, the 
community life, the kind of thing that I touched upon in my statement. 

We did not go into that community. We did not buy that plant. 
We subsequently came east and put that plant in South Carolina. 

About 9 or 10 months after we had turned down this effort of the 
Kentucky community to get us to go there, we received a most in- 
teresting letter from the head of the committee who was wooing us 
and he thanked us for what we had done in making our survey. He 
said that our survey—and this was nearly 10 years ago—had brought 
to their attention many things in the community that weren’t right 
and that they had succeeded in correcting them to a sufficient extent 
so that this vacant building had been sold, and enterprise was mov- 
ing in. They just wanted to say thanks to us for what we had hap- 
pened to do in the way of doing the very kind of thing that I am 
talking about in this testimony, and which is today done to a far 
greater extent than it was 10 years ago—that is, to see whether these 
communities who want you are really a good pl: ice to go and live. 

Mr. Brown. Mr. Widnall, I am sorry, your time is up. 

Mr. Rutherford, you are recognized. 

Mr. Rurnerrorp. Mr. Lightner, I feel compelled to respond to the 
implied statements here and say that my colleagues to the right and 
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to the left of a are absent today because they belong to the Tuesday- 
Thursday Club, and not necessarily that they are for or against your 
program. 

Mr. WIDNALL. Will the gentleman yield ? 

Mr. Rurimrrorp. I might also add that I am not familiar with any 
members of this committee bein: g opposed to the free enterprise sys- 
tem. I think your program and organizations who do not agree with 
you are after the same objective. Sometimes we just don’t hunt bear 
with the same caliber gun nor do we go to the same hunting places. I 
think we are all basically attempting to reach the same goal. 

Mr. Brown. Will the gentleman yield to Mr. Widnall ¢ 

Mr. Ruruerrorp. Not right now. 

In your stateme nts in support of the prese ‘nt administration of doing 
away with the RFC, may I ask what is your position on the Small 
Business Administration, which is the successor to, more or less, the 
RFC? | 

Mr. Licutner. I would hope it would reach the point where it could 
be wound up. 

Mr. Rutuerrorp. What about the Export-Import Bank ? 

Mr. Lacurner. The Export-Import Bank is something with which I 
have had very little to do and I prefer not to comment on it. 

Mr. Rururrrorp. How about the FHA, the Federal Housing 
Administration ? 

Mr. Ligutrner. I think some day that will be wound up, too. 

Mr. Rourierrorp. What about the origination and the purpose of 
the SBA. You have opposed it since its inception, the X-M Bank, 
the FDIC, and the FNMA. You have opposed them at their incep- 
tion. In other words, there was never a place for them and there is 
not a place for them now ¢ 

Mr. Licurner. There may well have been a place for them tempo- 

rarily, for certain activities, but one danger of those t temporary helps 
is shown, for example, in the very long life of the RFC. 

Mr. Ruruerrorp. Mr. Lightner, wh: itis your position on the Presi- 
dent’s request earlier this session of $2 billion for improved and 
expanded Post Office and Federal building facilities. 

Mr. Licurner. I think that the Post Office is in great need of funds 
for improving the mechanical means for providing the mail service 
to the country. Anyone who stands in some of these post offices and 
watches the hand operation of sorting mail, and then sees some of these 
wonderful new devices for shunting the mail that have been developed, 
realizes that capital expenditure, if I may use that term, of that type, 
will increase the efficiency of the Post Office. 

Mr. Ruruerrorp. That is true. I was thinking primarily of the 
buildings themselves that the President suggested earlier. He pro- 
posed a $2 billion program which was more or less of an inc entive for 
the Congress to pass the postal rate bill. It was more or less a make- 
work project of $2 billion. 

Mr. Licutner. It is my understanding, Mr. Rutherford, that it was 
not a make-work project in the sense in which I would use that sort 
of a phrase. 

In other words, if the Government has a good justification for a 
certain expenditure, to purchase or erect something that is really 
needed, and that expenditure has for one reason or another been 
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postponed, I think it is a highly desirable thing to see whether those 
expenditures can be made at a time when the economy is slow. I 
think that is an entirely different thing from what is commonly 
referred to as make-work; that is, spending for the objective of 
spending rather than for the objective of producing a proper post 
office which can handle mail efficiently, which many of our post 
offices cannot. 

Mr. Ruruerrorp. Well, I concur with that. I think it is very 
appropriate that the program and the recession more or less came 
at about the same time. 

What about the Federal aid to education bill ? 

Mr. Ligutrner. I am opposed to that. 

Mr. Rutuerrorp. What about the highway program, Mr. Lightner, 
that the President proposed ¢ 

Mr. Ligutner. The highway program is one where I believe a 
certain amount of Federal-State cooperation is justified. In the 
studies that were made a few years ago on Federal-State activity— 
I happen to be on the New Jersey committee and I have a little 
familiarity with the subject—it was pointed out that the Federal 
Government ought to pull out of activities except where a real 
Federal interest was involved. 

You take your highway program that you are asking me about. 
There are great national highways—and I personally believe that 
the Federal serene has a function in connection with those 
highways. I do not like the part of the program which sends an 
appreciable amount of Federal money into the very minor roads. 
I believe there are 3 or 4 classific: ations of roads, with a diminishing 
amount of Federal interest in them as they go down the line. 

Mr. Brown. Mr. Betts. 

Mr. Berts. Mr. Chairman. 

Mr. WiwNatt. Will the gentleman yield? 

Mr. Berts. I yield. 

Mr. Wiwnatt. I think this observation should be made. I would 
like to call to the attention of Mr. Rutherford that he is the first 
one to mention anything about Tuesday to Thursday and I have 
never heard that brought up in connection with the activity of this 
committee before. 

Mr. Ligutner. The witness doesn’t even know what is meant by 
that expression. 

Mr. Wipnatt. It could also be said that some remarks were made 
last week in connection with the testimony offered by Mr. Reuther 
that certain members of the committee were absent in the afternoon 
after they had been present all morning during his direct testimony 
and during the time that they had available for interrogation of 
witnesses. 

Mr. Barrett. Mr. Chairman, will the gentleman yield ? 

Mr. Berrs. I yield. 

Mr. Barrett. I think we tentatively agreed on the committee that 
this matter was settled. If we are going to start throwing these 
things back into the record, we can all take our part, but I think in 
fairness to everybody on this committee we should close the matter 


here and now. 
Mr. Berrts. Mr. Lightner 
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Mr. Apponizio. Will the gentleman yield ? 

Mr. Berts. For 30 seconds. 

Mr. Apponizio. I would like the record to show I don’t know 
about this Tuesday to Thursday Club, either, but I am sure the record 
will show who is present. 

Mr. Brown. Proceed, Mr. Betts. 

Mr. Berrts. I will explain that to you afterward so it won’t come 
out of my time. 

I appreciate your statement here this morning. I might add that 
you have an exceptionably able Congressman. I understand Mr. 
Widnall is your Congressman. 

Mr. Licurner. Take a bow, Bill. 

Mr. Berrs. I think I go along with most of your philosophy. There 
is one angle I would like to develop. I think the average person feels 
that the trouble we are in tod: ay is caused to some extent ‘by high prices, 
I think they feel that the manufacturers have priced themselves out of 
the market in some places, such as in the automobile business. 

Now, you come in here and say it is because of increasing wages. 
Labor representatives who come in here have said that it is because 
of excessive profits. 

Now you backed up your statement by pointing out that the output 
per man-hour rose 28 percent in the manufacturing industry, and the 
total compensation per man-hour in manufacturing industry rose 55 
percent in the same period. 

Now, Mr. Reuther, when he was here, backed up his statement with 
these figures. He said the profits went up 79 percent from 1952 to 
1957, third quarter, and the wages of factory workers went up 19.2 
percent. 

Now, would you care to comment on that ? 

Mr. Licurner. It is a very, very old maxim expressed in different 
ways that figures lend themselves to being juggled, to use a polite 
expression. ‘T am not charging Mr. Reuther with intentionally using 
incorrect figures, but I am quite confident that the result that you 
quote is different from the result of any analysis that I have ever 
seen of the situation. I do know from having examined some use of 
that sort figures over the past months and years that there are such 
errors in it, for example, as the use of profit before taxes, or profit 
before depreciation and taxes. 

Of course, there is only one profit and the profit is what you have 
left after you have paid all your obligations. 

Mr. Berrs. That would include plant expansion ? 

Mr. Ligutner. Not if it is out of profit after depreciation, no. 

Mr. Berrs. Of course, this statement doesn’t say whether it was or 
it wasn't. 

Mr. Licurner. I couldn't possibly begin to analyze that statement 
here. If you would like me to do so, I would be very glad to have the 
statement analyzed and give you a memorandum on it, but I can’t 
do it here. 

Mr. Berrts. Inasmuch as this is one of the prime issues, I think it 
might be well if it could be put in the record, if there is no objection, 
Mr. Chairman. 

I would suggest that this analysis be put in the record. 

Mr. Brown. That may be put in the record. 
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(The matter referred to above is as follows :) 


NATIONAL ASSOCIATION MANUFACTURERS, 
New York, N. Y., Alay 20, 1958. 
Hon. Brent Spence, 
The House of Representatives, 
Washington, D. C. 


Dear Sir: During my testimony on May 5th before the House Banking and 
Currency Committee in regard to proposals for Federal aid to depressed areas, 
certain questions were raised by the Honorable Jackson E. Betts about wage- 
price-profit relationships, plant investment and depreciation, and related matters. 

As indicated on pages 1291-93 of the reporter’s transcript, I was authorized 
and requested by the Honorable Paul Brown, acting as Chairman of the Com- 
mittee at the time, to furnish the Committee with a supplemental memorandum 
on these matters. The memorandum, which has been prepared at my request 
by the NAM Research Department, is enclosed herewith. 

Sincerely, 

MIL1Ton C. LIGHTNER. 


MEMORANDUM ON WAGE-PRICE-PROFIT RELATIONS 


This memorandum deals briefly with certain important wage-price-profit re- 
lationships and specifically with the question of whether wages or profits have 
been responsible for the general price rise. There are some who believe that 
rising prices have been caused by wage increases in excess of productivity 
increases, while others say that rising prices have been the result of excessive 
profits. Moreover, there has been some controversy about the size of deprecia- 
tion allowances because some say that this results in an overstatement of 
profits, while others believe that it results in an understatement of profits, 

On all these questions there have been apparent conflicts of statistical data 
and of ideas and interpretations. The committee has indicated a desire to 
have some of these matters clarified and explained, 

These problems have been the subject of intensive and continuous research 
by the association for some years and the analysis in the present memorandum 
can readily be documented both by published studies of the association and 
by other basic material, including Government reports. 

Since 1948, the history of manufacturing has been one of rising costs per 
unit of output—particularly labor costs and taxes. These cost increases have 
been reflected partially, but not fully, in higher prices for manufactured goods. 
The result has been a drastic reduction in profit per unit of output. This 
development may be described as the “cost-price squeeze” in manufacturing. 

For statistical support of these statements, the years 1948 and 1956 may 
be selected for comparison because both were years of fairly normal and un- 
distorted peacetime prosperity—and the 8-year span is long enough to reflect 
significant trends. During this span of years, the compensation of employees 
rose 23 percent per unit of output and corporate taxes rose 32 percent per unit 
of output. Prices for manufactured goods, however, rose only 10 percent during 
the same period. Consequently, profit per unit of output dropped 25 percent.’ 

Profits in every branch of manufacturing have suffered to some degree from 
the cost-price squeeze. Not a single major industry group showed an improve- 
ment in its after-tax profit margin on sales between 1948 and 1956. In fact, 
not a single industry group even held its own in that respect.’ 

The increase in tax rates as between 1948 and 1956 was partly responsible 
for the general deterioration of profit margins on sales, but it hit all indus- 
tries with approximately equal severity and is not responsible for the fact that 
some industries have fared much worse than others.’ 

Rising labor costs, however, have hit especially hard in the labor intensive 
industries, such as textiles, lumber, clothing, etc., while those industries which 
have suffered less decline in their profit margins are generally those which 
use less labor in proportion to their capital.’ 





1These three trends are calculated from data of U. S. Department of Commerce, U. 8. 
Bureau of Labor Statistics, and Federal Reserve Board. 

2Profit margins, by industry groups, are from the FTC-SEC in Quarterly Financial 
Report for Manufacturing Corporations. 7 

$The impact of tax rate increases and rising labor costs is analyzed in detail in Wages, 
Prices, Profits, and Inflation, published by NAM, September 1957, based on governmental 
data from sources indicated in footnotes 1 and 2 herein. 
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It is important to take account of the extent to which rising ‘labor costs 
have exceeded the gains in productivity or output per man-hour, because when- 
ever actual wage increases in the industrial field significantly exceed pro- 
ductivity gains, there is bound to be an upward inflationary pressure on prices. 

Such pressure has existed for years. For example, between 1948 and 1956 
output per man-hour rose 28 percent in the manufacturing field, but total com- 
pensation per man-hour in manufacturing rose 55 percent in the same period. 
In other words, the amount paid in compensation for each hour of labor 
increased twice as fast as the amount produced by each hour of labor.‘ Conse- 
quently, the prices of many products have been forced so high that people have 
been unable, or unwilling, to buy enough to maintain our peak employment levels. 

Despite the obvious and widespread squeeze on profits, repeated charges have 
been made that excessive corporate profits—rather than wage increases—have 
been responsible in the price rise. For example, it has been stated that between 
1952 and 1957 profits went up 79 percent, while the wages of factory workers 
went up only 19 percent. This statement, however, is seriously misleading 
without certain qualifications as to statistical definition and methodology. 

In the first place, the 79 percent rise in profits does not represent the cor- 
porate profit picture. It represents only one selected segment of industry, 
lifted out of a Government report which shows profits for all segments of 
industry.° In the second place, this profit figure applies to an aggregate of 
profits rather than a rate of profits, whereas the wage figure applies to a 
rate of wages rather than an aggregate of wages.° Actually, wage rates have 
gone up and profit rates have gone down. 

In addition, the wage-profit comparison in question selects the year 1952 as 
a base year and that was a year when the excess profits tax was in full 
swing, so that the base year figure on profits is abnormally low and the profit 
rise to 1957 (when there was no excess profits tax) is thus greatly accentuated. 

It is somewhat appalling to hear repeated charges of exorbitant corporate 
profits at a time when the Nation’s economy is in a state of recession and 
corporate profits have fallen off sharply. First quarter 1958 reports indicate 
a 85-percent decline from a year ago for a random sample of 596 manufactur- 
ing corporations. (First National City Bank of New York, Economic Letter 
for May 1958). 

Piven the year 1957 taken as a whole, when corporate sales reached an alltime 
high, showed that combined profits of all corporations measured against their 
volume resulted in an average profit margin after taxes of only 3 cents on 
the dollar of sales. (This ratio calculated by NAM from basic data of Com- 
merce Department.) 

If you take the Commerce Department figures on total corporate profits 
after taxes and inventory adjustment you find aggregate profits in 1957 just 
about where they were back in 1948, 9 years ago. Profits were $18.1 billions 
in 1948 and $18.7 billions in 1957—a difference of only 3 percent. 

While aggregate corporate profits were getting nowhere in the 1948 period, 
total corporate sales (estimated by Commerce Department) climbed from $389 
billions in 1948 to $623 billions in 1957—an increase of 60 percent. This 60 
percent increase in sales added virtually nothing to the aggregate profit figures. 

Any suggestion that profits have recently been the cause of rising prices is 
clearly untrue and unrealistic. The profit margin on sales has declined very 
substantially in recent years, and since this margin represents a percentage 
of the sales dollar—or to put it in other words, a percentage of the price— 
this decline means that profits have not contributed at all to the general price 
rise. In fact, they have worked in the opposite direction and because of the 
lower margins of profit, prices are not as high as they would have been if 
profit margins had been maintained at the higher levels of some years ago, 
such as the 4.7 percent margin in 1948. 

With the average profit margin, after taxes, currently only 3 percent of the 
average price—one of the lowest profit rates in a decade—the impact upon 


coe 
oe 





4The comparison is calenlated from data of U. S. Bureau of Labor Statistics on pro- 
ductivity (see President’s Economie Report, January 1958, p. 108) and U. S. Department 
of Commerce national income data on comparison and Joint Economic Committee on man- 
hours (see Productivity, Prices, and Income, 1957). 

5 Profits from FTC-SEC, Quarterly Financial Report for Manufacturing Corporations. 
Those with assets over $100 million were selected. (Excludes six other size groups given 
in the Government report.) : 

6 Wages from U. S. Bureau of Labor Statistics. Weekly earnings after taxes, assuming 4 
in family and 1 wage-earner. 
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retained profits has been especially heavy. These undivided profits historically 
have played a very important part in capital expenditures and business ex- 
pansion. Year after year, however, these profits have been increasingly choked 
off and that is one of the major fundamental difficulties underlying the current 
recession. 

Actually, the 3 percent rate of profit is an overstatement of true profit. During 
periods of inflation, it is not possible to replace machinery and equipment at 
prices comparable to the original cost of such machinery an equipment. Conse- 
quently, depreciation allowances for such replacement are utterly inadequate to 
meet current needs. The effect of this inadequacy—this understatement of 
depreciation is to exaggerate and overstate the profit figures. 

If depreciation allowances had been more realistic in recent years and had borne 
some relationship to the actual current cost of replacement of machinery and 
equipment, not only would the true trend of profits be considerably worse than 
reported, but the final residual of retained profits available for expansion would 
be completely wiped out. 

It is true that the retained profits of corporations, as reported, have averaged 
about $9 billions a year, but more than three-quarters of this reported amount 
has been needed simply to maintain the tangible assets of corporations since, 
as a result of the rising price level, adequate provision for such maintenance is 
not charged in current costs. 

Mr. Ligurner. I have a statement here prepared by our economist 
and that statement has a certain figure here which is rather interesting. 
It is taking the profit margin on sales, looking at it that way, and 
making a certain correction by reason of the inventory valuation— 
which may have entered into it because, as I pointed out in my state- 
ment, the rising level of cost has resulted in an inventory carrying an 
appreciably higher dollar figure for the same physical volume. In 
this statement, “if I may go back to—well, to the end of the war, or 
during the war, back in 1940—the profit margin on sales for all cor- 
porations—Government figures—was 4.7 percent of sales. In 1956, 
it was 3 percent of sales. In between those years it went 4.7, 4.8, 4, 
3.6, 3.4, 3. 3. 

It rose to 3.4 in 1955 and went back to 3 in 1956. It is estimated 
at 3 in 1957. Undoubtedly it would be below that in 1958. 

Mr. Brown. The gentleman’s time has expired. 

Mr. Anderson, you are recognized. 

Mr. Anperson. Mr. Lightner, I must say your organization and the 
school of political and economic philosophy to whic hI belong are far 
apart in our thinking. I know you disagree, but I think we look ahead 
while you face toward the back. Your organization, it seems to me, 
opposes most, if not all, of the desirable social and economic legisla- 
tion. As I was reading your statement the tune passed through my 
mind from the current musical comedy Lil’ Abner entitled “Progress 
Is the Root of All Evil.” That is seems to me, might be a motto for the 
philosophies that your are presenting to this committee and have pre- 
sented in your other statements. 

Mr. Licurner. I don’t think that I need to defend NAM in that 
respect, or to defend the manufacturing industry of America. They 
are pretty forward looking. 

Mr. Anperson. I hope that before the morning is over we will have 
an opportunity to discuss some of their policies, particularly their 
pricing policies which it seems to me look very far backward rather 
than ahead. 

With respect to your testimony I do agree on one thing, that the 
decision has been too long postponed on the tax matter. Our economy 
does desperately need some correction here, and I think a tax cut 
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would help to do the job, but I must tell you that I categorically 
disagree with the type of tax cut that you propose. Your tax program 
would give the most unconscionable and unacceptable windfalls to 
the highest income groups in our society. I would favor just the 
opposite type of a tax cut which would give most of the relief to the 
average family. You fellows are talking about lack of incentive and 
hardships which the higher groups endure, about confiscatory levels 
of taxation against corporations and businesses, but do you seriously 
contend that the high income tax groups are suffering ? It seems to 
me that cannot be substantiated by economic figures. 

Mr. Ligutrner. Let me make one comment on that. I doubt whether 
time permits full discussion of the tax matter. I would refer you to 
the testimony we gave in great length before the House Ways and 
Means Committee if you would like to have an elaboration on ‘it. 

Just one aspect of that: One thing that I as a citizen am very much 
troubled by is the constant evidence that comes to me, in the mail and 
in personal contacts, of the extent to which those w ho are in posses- 
sion of large incomes—and I am not defining the word “large,” that 
is a gener ality—are endeavoring and are being advised as to ways and 
means by which they can retain out of their income a larger portion 
and still be within the law. 

Now, obviously, if a person is devoting his efforts to trying to find 
something out of which a capital gain can be made, or any of the other 
phases of. the tax law which permit a tax at lower than the rate that 
that person’s income would fit into the regular bracket, he is not driving 
ahead to use his funds to the best possible advantage, ‘either to himself 
or to the economy—except, for himself, from the point of view of 
avoiding the incidence of the high tax. 

Mr. ANDERSON. You are certainly indicting your own group when 
you say that they are devoting too ‘much energy to that phase. 

Mr. Licirner. It is not an indictment of 2 group, it is an indict- 
ment of a law. The group is merely responsive to human nature. It 
is an indictment of the law that creates that sort of a situation. 

Mr. Anperson. You would have the law changed so that we give 
them these incentives rather than make them go to an accountant and 
have him figure out how they can get them out of the present law. 

Mr. Licutner. I don’t think that the country was suffering back 
between the wars when we had a progressive rate schedule that, com- 
pared to the present one, seems almost unbelievably low. I don’t ‘think 
the country was suffering from the fact that a person could accumulate 
and save out of the pr oduct of labor. 

Mr. Anperson. I judge you would like to return to the time of the 
thirties, then, but how can you contend that the current tax setup has 
weakened the inventive for those who are in the higher income tax 
bracket when certainly one of the features of the present recession 
is that investment proceeded more rapidly than the desirable or sus- 
tainable rate during 1956 and 1957. 

Mr. Ligurner. I don’t think investment did proceed more rapidly 
than the sustainable rate. I don’t think we have any excess capacity 
in this country today. We should be using our capacity. 

Mr. ANpeRson. We should be using it but 

Mr. Licutrner. We have a certain buyers’ strike perhaps in certain 
industries for a variety of reasons, one of which, of course, is price. 

Mr. Brown. Mr. McVey. 
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Mr. McVey. Mr. Lightner, I have listened with a great deal of in- 
terest to your statement before this committee this morning. I should 
like to quote one paragraph found on page 12: 

The National Association of Manufacturers, mindful of industry’s responsi- 
bilities to the public, employees, and stockholders, believes that prompt and 
effective action should be taken to encourage a return to full prosperity and a 
resumption of the Nation’s economic growth. 

Now, I think with that statement we can all agree, those members of 
this committee on both sides of the aisle 1 think agree with that 
statement. 

Further on in your report you have emphasized the need of a tax 
reduction. Now, I think we all feel there is a need for a tax reduction 
as soon as we can make it. 

The Congress has committed the country to some heavy responsibili- 
ties in the way of expenditures, some of which cannot be revoked. I 
think especially of the national defense program which is very ex- 
pensive. 

The tax income this year is going to be reduced because of this reces- 
sion, I think there is no question about that. So we are looking for- 
ward to a deficit in the affairs of the Government. 

Now, the question is—and this is the only question I am fing to 
ask you— under these circumstances, a tax reduction of say $5 billion 
would add $5 billion to our deficit spending program, 

Do you think that under these circumstances it would be advisable 
to have a tax reduction and thus add to the deficit spending of the 
Federal Government ? 

Mr. Licurner. Unless I know what kind of a tax reduction you are 
referring to, Mr. McVey, it is rather difficult for me to answer. In 
my testimony I have set forth our feeling that what is needed is what 
I have referred to asa tax reform. 

Mr. McVey. I understand that. 

Mr. Ligutner. I have referred to certain particular measures which 
are pending in the Ways and Means Committee. 

Mr. McVey. That isright. My question is, Should we go ahead with 
a tax reduction in view of the fact that we are going to have deficit 
spending at the end of the year? 

Mr. Licutner. If we go ahead with that kind of a tax reform which, 
as set up in these bills, would spread that reform over at least a 5-year 
period, it is my personal belief that the stimulus to the economy will 
pr oduce the kind of revenue that is needed. 

Mr. McVey. Weare all interested in a tax reduction. 

Mr. Licutner. I do not believe that that would result from a tax 
reduction which failed to take into account the reform features that 
I have referred to. 

Mr. McVey. The question I have asked you is one that has troubled 
a great many Congressmen at this time. I am pleased to have your 
answer. Thank you. 

Mr. Brown. Mr. Addonizio. 

Mr. Apponiz1o. Mr. Lightner, I want to first apologize for not being 
here from the very beginning. Unfortunately I was delayed en route 
to Washington. I started out early enough ‘but it was not my fault 
for being here late. 

Mr. LicutrNer. Was there a fog in New Jersey ¢ 

Mr. Apponizio. Yes, sir. 
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Mr. Lightner, I saw a recent article in the Wall Street Journal which 
worried me, and I wonder if you share my concern. Apparently the 
severity of this recession is having a lot of unpleasant ramified effects, 
apart from the hardships of the unemployed. This article pointed 
out that indirectly the recession was leading to a higher crime rate, 
a higher divorce rate, and a greater rate of juvenile delinquency. 

Don’t you agree that these are very disturbing social consequences 
and that we must do something to restore employment just as fast as 
we can ¢ 

Mr. Ligurner. I think we should restore employment. I agree 
with that. I did not happen . see the article that you are referring 
to, but obviously an increase in delinquency and crime are highly 
undesirable. 

Mr. Apponizi1o. You don’t feel that the present bills that we have 
under consideration here will do anything to help relieve this present 
situation ? 

Mr. Licutrner. No; I donot. 

Mr. Apponizio. Mr. Lightner, I wonder if you realize one of the 
main causes for our being 1n this recession is that over the past 5 years 
there has been a serious distortion in the pattern of income distribu- 
tion? Over that period while wages were rising about 30 percent, and 
farm income was falling by nearly 20 percent, dividend income rose 
by 37 percent and interest income soared by 57 percent. 

Now, I read briefly the tax program that you put forth here this 
morning and it seems to me that your tax program would just make 
this distortion worse. It would give windfalls to the higher income 
groups and practically nothing to the average family and therefore 
will just accentuate the economic problem. 

Would you care to comment further on that ? 

Mr. Ligutner. Without having the opportunity to study the figures 
that you have quoted, I would not. I would be disposed to question 
the accuracy of those figures from the point of view of how they had 
been put toget her. 

Mr. Apponiz1o. Those figures were taken from a report by the Joint 
Committee of Economic Advisers. They are the Economic Indicator 
Reports of April 1958. 

Mr. Wipnau. Will the gentleman yield at this point? 

Mr. Apponizio. Yes. 

Mr. Wipnatu. I think it would be fair to put in that question when 
it comes to the matter of interest, the total debt on which it is figured. 
How much interest there was originally on the debt and what the figure 
isnow. Itmakesa considerable difference. 

Mr. Licutner. Were you quoting from Economic Indicators of 
April 1958? If so, I would be obliged to have the page you were quot- 
ing from. 

Mr. Appontz1o. I am quoting from a report prepared by the Joint 
Economic Committee of the Council of Ecnomic Advisers printed by 
the United States Government Printing Office and I believe it is on 
page 4 of that report. 

Mr. Licurnrr. I think I am looking at the same document. From 
the period of 1939 to 1957, labor income rose from $46 billion to $246 
billion. 





AU TL LLL LL LLL 





658 LEGISLATION TO RELIEVE UNEMPLOYMENT 


Mr. Apponizi1o. You are covering the entire period. I was talking 
about the period of the last five years. 

Mr. Ligurner. From 1953 to 1957 it rose from $271 billion to $3438 
billion. 

Mr. Apponizio. Well, Mr. Lightner, do you approve of the social 
security benefits ? 

Mr. Licgutner. DoT approve of the Social Security System ? 

Mr. Apponizio. Yes. 

Mr. Licutner. I think that under the philosophy that is so preva- 
lent around the world today that something in the way of a Social 
Security System is probably necessary. 

Mr. Apponiz10. How about unemployment compensation ? 

Mr. Licurner. I do approve of unemployment compensation. 

Mr. Apponiz10o. How about the insurance of savings in banks and 
savings and loan associations through the Federal Deposit Insurance 
Corporation ¢ 

Mr. Licutner. Personally I think that isa good thing. 

Mr. Apponizio. What was the position of your organization when 
these measures were considered by the Congress ? 

Mr. Licutner. I cannot tell you that. That goes back too many 
years for me to answer the question offhand. 

Mr. Apponizi1o. Well, don’t you think that your organization op- 
posed these measures ? 

Mr. Licutner. I tell you, Mr. Addonizio, I cannot answer that 
question. 

Mr. Apponiz1o. Thank you very much, Mr. Chairman. I have no 
further questions. 

Mr. Brown. Mr. Hiestand. 

Mr. Hiestanp. I think it would be well, Mr. Lightner, to include in 
the record at this point something about the National Association of 
Manufacturers. My impression from the acquaintanceship that I 
have with it is that it is very largely small business. I know a great 
many of them, and I know that they are small business. 

Is it a fact that the membership of the National Association of 
Manufacturers is predominantly small business ? 

Mr. Licutrner. There is no question about that. It is something 
over 80 percent. I used a figure of 83 percent in my statement. That 
is small business according to the definition that is commonly used 
of concerns where the employment is less than 500 persons. 

Mr. Hrestanp. Mr. Lightner, I have known some businessmen, and 
perhaps you have, who for the sake of increased dollar sales, or for 
some other reason, are not apprehensive about the dangers of inflation. 
They think, “Well, maybe business would be good if we have a little 
inflation, and so forth.” 

May I ask you if you feel that the membership of your organization 
as a group are acquainted with the facts of life on this matter, and what 
a disastrous matter it is to have inflation, disastrous to them on their 
inventories and the reinvestment in plant, and so forth—is your 
association conscious of these things? 

Mr. Licurner. Our association is made up of a very large number 
of companies and that, of course, carries with it the concept of a very 
large number of individuals in that huge number. I have no doubt 
at all but what there are people who are imbued with the idea that 
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inflation can be carried on perpetually, and that a little inflation 
every year isnot a bad thing. The general thinking in the association 
as reflected in the views that are developed within our great policy 
committees, the views of our board of directors which include a large 
number of small-business men, the views of membership as I have 
found it in traveling around the country and mingling with member- 
ship, take it as a broad cross section. ‘They feel that inflation is not 
good. And that sooner or later, inflation takes its toll. 

Mr. Hiesranp. Mr. Lightner, I am very much impressed with your 
statement asa whole. I hope that the committee—at least all members 
of the committee who are openminded, and that includes most—will 
have a chance to study it. I think it is rather devastating and very 
effective. 

Are you familiar with the Senate Area Development Act and the 
committee report thereupon issued a few days ago? 

Mr. Licutner. No; I haven’t seen the committee report. 

Mr. Hiestanp. Mr. Chairman, I do believe it might be wise to put 
in the record at this point 

Mr. Brown. Put in what record, Mr. Hiestand ? 

Mr. Hrestanp. To put in the record of this committee, the minority 
report by the way, was signed by seven 

Mr. Brown. And the majority report, too? 

Mr. Hiesranp. Oh, yes. 

Mr. Brown. How long is it? 

Mr. Hiestanp. Well, the report as a whole is 60 pages. The reason 
I mentioned it is that it is signed by 7 of the 15 members 

Mr. Apponizio. Mr. Chairman—would you yield, please? 

Mr. Hiesranp. Certainly. 

Mr. Apponizi1o0. I would think that report would be available to 
all the members. I don’t see the purpose of putting it in the record 
of these hearings. 

Mr. Brown. Mr. Hiestand, we will pass on that later. 

Mr. Hiestanp. I might remark that the minority report was signed 
by a bipartisan group, including Senators Fulbright, Robertson, Frear, 
Capehart, Bricker, Bennett, and Bush. 

Mr. Lightner, generally speaking, your statement rather might have 
been summarized on the tax question, favoring tax reform, in favor 
of incentive taxation, rather than punitive taxation. Does that sum- 
marize the principle? 

Mr. Licutrner. That is correct. 

Mr. Hiesranp. Do you care to elaborate on that other than you 
have in your statement? You are aware that this committee does not 
legislate for taxation, but I am sure that it is a very important subject 
and may affect some of our decisions. 

Mr. Licurner. I am perfectly willing to elaborate at length on my 
own views if that is your desire, but the Ways and Means Committee 
of the House held the first public hearings that have been held in 
many years on the general question of income taxation. I think that 
the members of that committee may very well have been quite aston- 
ished at the breadth of the testimony from all sections of the country, 
and from all sorts of people, that came before that committee and 
pleaded for a tax system which would be geared to economic growth 
and development of our country, rather than a tax system which, as 
you characterized it, is a punitive one. 
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I would like to make this distinction, that when we have a growing 
economy, and our country unfortunately is thrown into a crisis of 
war, taxation to drain into the Treasury all that can be drained is 
highly desirable and proper. 

But except for that sort of emergency, taxation should be aimed at 
stimulating economic growth, and should not be aimed in a way 
which is going to retard the growth. I believe that the latter is 
characteristic of our very high schedule of rates—and I am not simply 
referring to a 91-percent bracket. Goodness knows, a 91- -percent 
bracket just doesn’t bring in enough revenue to bother to talk about. 
But there is a lot of income that perhaps ought to be in that sort 
of a bracket which is now in tax-exempt securities and capital gains, 
and isn’t doing the country any good. 

It goes right down to the fellow who has a $15 000 or $16,000 salary 
where you get a 50-percent rate on another dollar if he gets it, and on 
down. These bills would propose to take the basic r: ates and chop 
them down over the 5-year period by 25 percent. 

Mr. Hrestanp. Thank you for a very complete and comprehensive 
statement. 

Mr. Brown. Mrs. Sullivan, you are recognized. 

Mrs. Sutirvan. Thank you, Mr. Chairman. 

Mr. Lightner, since you agreed with Congressman Addonizio that 
you are in favor of social security and unemployment compensation 
insurance and insurance on bank deposits, and what not, won’t you 
agree in fairness that the present recession, as serious as it is, would 
be much more serious if it were not for the existence of these measures 
which have been so-called built-in stabilizers? 

Mr. eran I have already expressed a view on that, Mrs. 
Sullivan. I don’t know that there is any further detail that I could 
go into that would be helpful at this time. 

Mrs. Sutyivan. Would you agree, that the American people owe 
the New Deal a debt of gratitude for putting these measures on the 
statute books? 

Mr. Licutner. [ was not and I am not now an exponent of what 

vas referred to at that time and since as the New Deal. I do feel that 
under a new deal or any other sort of a deal, there is a certain progress 
that is made in our great country, and that we get progress under the 
administration and rule of different parties. But the mere fact that 
we do get progress under different parties—whether you call it New 
Deal or what have you—does not mean that every effort to turn the 
running of this Nation over to the Federal Government is sound, 
necessary, or wise. 

Mrs. Suuivan. But these great social laws that were enacted at 
that time, if we did not have those laws on the statute books, in reces- 
sion periods like we have right now, our economy would be in a ghastly 
shape; don’t you agree to that ? 

Mr. Licutner. I don’t know that I care to bandy arguments on 
that, but let me just make this observation—and perhaps in our own 
personal experience you have noted it. There isn’t quite the effort on 
the part of our young people of today to try and provide for their old 
age that there was when some of us were many years younger—and I 
am about twice your age. 
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Mrs. Suutiivan. Thank you for that compliment. I think that that 
depends upon the individual, not just the conditions that they were 
born under. 

I have talked to many young people today, young groups, today. 
They don’t realize what hs ippene ed before they were nor n. Such things 
as unemployment compensation, social security, and all these other 
very great laws that were enacted under the New Deal were not then 
in being and they just take them for granted, today. They don’t 
realize that they have to fight to keep these things on the books. 

Mr. Ligurner. Just exactly as they don’t realize how we managed 
to get along without automobiles. 

Mrs. Sutnivan. There was another comment brought up and that 
was about your tax reduction. Would you be in favor of raising the 
exemption—— 

Mr. Ligurner. No. Iam in favor of reducing rates, but not raising 
the exemption. 

Mrs. Suuuivan. Thank you, Mr. Lightner. Thank you, Mr. Chair- 
man. 

Mr. Ligurner. And I am in favor of reducing rates right down the 
line, Mrs. Sullivan, which, as a matter of fact, would reduce many 
people’s income at the lower part of the scales more than would be 
reduced by a raise of exemptions. 

Mrs. Sutnivan. It would be interesting to go into that part of it, 
but as we said before, that doesn’t belong in our committee. 

Thank you very much, 

Me Brown. Mr. Henderson. 

Mr. Henpverson. Thank you, Mr. Chairman. 

Mr. Lightner, you have given us considerable food for thought in 
your statement here. 

Returning to the line of questioning that Mrs. Sullivan was using, 
I wonder if you would care to explain your feeling with regard to the 
proposal which has been made by, oh, among others, President Tru- 
man, to reduce or to cut income taxes to the very low income taxpayer 
as opposed to your proposal that it should be a tax cut all the way down 
the line. 

What benefits do you see from a proposal such as you suggest, as 
opposed to the other proposal ? 

Mr. Licurner. I see greater stimulus to the economy over the long 
range. 

Mr. Henperson. In what way / 

Mr. LIGHTNER. The need of this country for machine tools, for 
example, is tremendous. As you well know, the figures that have been 
compiled—there are different ways of computing them and people 
arrive at different results—but by and large you will find that in the 
manufacturing industries that it requires somewhere in the neighbor- 
hood of $15,000 or $16,000 of capital investment, per job that exists. 

Now, the economy is far sounder if the major portion of that conn ul 
investment is equity investment, with you and I and everybody else, 
let us say, participating in the equity investment. Tod: ay under our 
tax system, the equity investment kind of money is being siphoned 
away in income tax and in lieu of that there are all sorts of ideas in 
Government circles which tend to create great pools of credit that are 
basically Government-financed and which mean that your capital 
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expenditures have to be borrowed money. Now, that isn’t good, old 
American economy at all. 

Mr. Henperson. Do I understand, then, from your statement that 
you feel that a tax reduction in the hands of a productive industry 

van do far more for increasing the productivity of the country than a 
similar reduction spread out over a greater number of people? 

Mr. Licutner. Yes;Ido. Yes;I do. 

Mr. Henprrson. I gather from your statement and from your 
response to questions that you feel that some of the activities of indus- 
try have been patterned in order to take the best possible advantage of 
a bad tax system; is that your feeling? 

Mr. Licutner. I was referring more to individuals in that respect. 
Of course, the same thing to perhaps a lesser extent does apply to 
industry. 

Mr. Henperson. Industry follows certain practices that they would 
not otherwise follow if they had a different tax system; is that so? 

Mr. Ligutner. My one disagreement with you would be in the use 
of the word ‘ ‘industry, ” which is very broad. There are some 400,000 
different companies engaged in manufacturing in this country and 
there is no one pattern ‘that cuts right across all of them. They are 
individualists, every one of them. But undoubtedly there is a certain 
amount of corporate expenditure which is made because of the tax 
situation. 

I think that on almost every important question that has to be 
decided by corporate management, management takes a look to see 
what effect it is going to have on taxes. I admit that taxes are abso- 
lutely necessary. They are a necessary evil, but they are necessary 
and taxes should be of a character to get in the way of economic prog- 
ress just as little as possible, and yet be fair. 

Mr. Henverson. You have talked about high prices and the cause 
of them. I have heard industry indicted a time or two because they 
have more or less been easy bargainers with labor. 

Do you feel that some of the evils of high prices today are caused 
by that very thing? In other words, you can pass the increase in 
cost on to the ultimate consumer, so why not by an easy bargainer? 

Mr. Licurner. I suppose that kind of a thought runs through the 
minds of an eioaheedil employer now and then, “but certainly it isn’t 
a pattern. It is a long way from being a pattern. 

Mr. Brown. Mr. Chamberlain, you are recognized. 

Mr. Cuamperatn. I regret, Mr, Lightner, , that I was unable to be 
here when you gave your “statement. I want to join my cAlleagues 
on the committee, thanking you for coming. 

Pursuing a discussion you were having with Mr. Henderson here 
just a bit “further, with respect to you taxation suggestion, could I 
ask if your recommendations are only in the realm of a revision of the 
rate structure, or do you have other recommendations that might 
provide a stimulus to business, such as depreciation rates and things 
of that nature? 

Mr. Ligutner. Our recommendation is basically a reform of the 
rate structure. Now, there may be some things that might supply a 
shot in the arm. I am not referring to those. We are talking about 
our basic recommendation of a reform of the rate structure, and until 
we get that I don’t believe we are going to get our economy back on the 
rails and rolling the way that it should. 
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Mr. CHAMBERLAIN. Have you people given much study to a revision 
in the area of the excise taxes ? 

Mr. Ligurner. The association has gone on record for some years 
back in favor of bringing down the high excise taxes, and the asso- 
ciation has recommended that in lieu of those there might be some- 
thing in the way of a broad low-rate excise tax affecting a tre- 
mendously wide variety of goods. That recommendation, if I may 
say so, has never gotten to first base in congressional circles. 

Mr. Cuampertatn. How do you feel about the excise tax on 
automobiles ? 

Mr. Ligutner. You are in Michigan? 

Mr. CHAMBERLAIN. Yes; I am. 

Mr. Licutner. Whereabouts # 

Mr. CHAMBERLAIN. Lansing and Flint. 

Mr. Licgurner. I was born and brought up in Detroit. I am not 
unfamiliar with the situation. 

Mr. CHAMBERLAIN. Good. How doyou feel about it? 

Mr. Licurner. I think the excise tax on automobiles is high. I 
don’t think that it would work a revolution to reduce it; no. I “think 
it is too high. It is a wartime kind of a tax. I have the same feeling 
«bout the tax on transportation, for example. I think it is too high. 
It was a wartime tax. But if I had my choice between Congress 
passing and the President signing a bill to give us a basic reform 
in our tax rates, or tampering with any other phase of the income 
tax, I would take the basic reform in our income tax. 

Mr. CHAMBERLAIN. How much of your basic reform that you speak 
of—do you have a dollar sign to put on it? What do you have in 
mind ? 

Mr. Licurner. I referred to the Sadlak-Herlong bill. That would 
take the top rate of the corporate taxes, which is 52 percent, except 
for an extra 2 percent on consolidated returns—those bills would take 
off 2 points in each one of 5 successive steps, bringing the rate down 
to 42. 

Now, as you know, if there is no legislation between now and the 
30th of June, 5 points come off. 

Mr. CHAMBERLAIN. It will revert to 47. 

Mr. Ligurner. Our recommendation is that, instead of 5 points 
coming off, that there be a definite program—taking 2 points off in 
April—of 5 steps. The same way with the progressive rates of the 
personal tax—that set of bills would bring the top rate down to 42, 
which is away above what it was in the 1930's. 

Mr. Tatur. When the Congress enacted war-time excise taxes, 
it was to discourage the public from using transportation facilities. 
Those who used them had to pay the increased tax. It seems that now 
they should be relieved. 

Mr. Licurner. The same thing is true with regard to many of the 
excise taxes on articles of merchandise. The occasion for putting 
the excise tax on a particular article was to a large extent because 
that article required certain component materials which were needed 
for war purposes. That hada very large influence. 

Mr. Wiwnaww. Mr. Lightner, don’t you feel that the capital gains 
tax has helped make possible the inflated values in the stock market, 
inflated prices im real estate, caused movie companies to go overseas 
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and thus deprived Americans of employment, and 101 other examples 
showing infation, because people held on to their properties because 
the taxes were so high ? 

Mr. Licurner. I think that there is something in that philosophy, 
Mr. Widnall. On the other hand, I think that you should also look 
at the other side of the coin which is that the high personal rates, and 
in fact the corporate rates, tend to drive people to get into a capital 
gains situation, rather than pay the high rate to w hich they otherwise 
would be applicable. 

Mr. Brown. Any other questions, gentlemen ? 

Mr. Lightner, we appreciate your testimony and you are excused. 

We will reconvene the committee tomorrow morning at 10 o'clock. 

Mr. Licurner. May I thank you, Mr. Chairman, and the commit- 
tee, for the very courteous reception I have had. I have enjoyed it 
very much. 

Mr. Brown. Thank you. 

(Whereupon, at 12: 10 p. m., the committee adjourned until 10 a. m., 
Tuesday, May 6, 1958.) 
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TUESDAY, MAY 6, 1958 


House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met, pursuant to adjournment, at 10 a. m., the Honor- 
able Brent Spence, chairman, presiding. 

Present: Messrs. Spence (presiding), Brown, Patman, Multer, Ad- 
donizio, Mrs. Sullivan, Mrs. Griffiths, Messrs. Anderson, Breeding, 
Talle, Widnall, Betts, McVey, Hiestand, Bass, Seely-Brown, and 
Henderson. 

The Cuarrman. The committee will be in order. 

We have as a witness this morning Mr. William A. McDonnell, 
president of the United States Chamber of Commerce. 

Mr. McDonnell, you may proceed as you please. You may read your 
statement and then submit yourself to interrogation. 


STATEMENT OF WILLIAM A. McDONNELL, PRESIDENT, CHAMBER 
OF COMMERCE OF THE UNITED STATES 


Mr. McDonnetx. Thank you, Mr. Chairman. 

My name is William A. McDonnell, chairman of the board, First 
National Bank in St. Louis, Mo. I appear as president of the C hamber 
of Commerce of the United States of America. I appreciate the 
invitation of this committee to discuss with you possible lines of action 
for meeting the problems of unemployment and recession. 

Unemployment for people who want and need work is always a 
tragedy. When any sizable group or sector of the economy suffers 
unemployment, it has adverse effects on other sectors. When unem- 
»yloyment grows beyond the reasonable minimum frictional level, it 
Sccteean a matter of general concern. 

While it might be difficult to find agreement on the causes of the 
substantial rise in unemployment or the causes of the present recession, 
it is generally agreed that the seeds of contraction are sown in the 
previous boom. 

I mention this for several reasons. It is just as important to prevent 
unemployment as it is tocure it. Evidently, we as a people have made 
a number of mistakes in the last few years which now call for read- 
justment and correction. 

A complex, dynamic economy is not likely to grow at a perfectly 
steady rate. Producing millions of different products, based upon the 
changing decisions of ‘millions of savers and investors, buyers and 
sellers, our ec onomy is not likely to operate at all times at “full” 
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capacity. The economy is not a mechanical apparatus which can be 
oiled, fueled and set going at a predetermined beat 

To expect our highly complex, sensitive, interdependent economy 
to operate and grow at stable rates is to expect the impossible and to 
set up expectations which can only end in some disappointment and 
frustration. The way to avoid disillusionment is to start without 
illusions. 

Since the end of World War II, the shifts in production have been 
enormous. Among 146 Census Bureau industries, changes ranged 
from growth of over 4,000 percent in a few industries to a decline 
of over 65 percent in others. Shifts for individual companies within 
these 146 industries were even greater. Growth creates strains, 
stresses, and disturbances. And it would be surprising if such dynamic 
growth proceeded smoothly over the years without an occasional 
pause for the economy as a whole. In fact, constant and uninter- 
rupted growth would be abnormal. 

True, even a mild recession is costly in human suffering and tem- 
porarily reduced output. Such periods do, however, boil out some 
of the weaknesses and maladjustments which developed in previous 
booms and set the stage for subsequent growth which brings even 
larger additions to output than would be produced without such 
corrective processes. 

Of course, there is always a danger that the normal process of 
adjustment may go too far. When it is allowed to do so, it is no 
longer corrective, “and then it loses its corrective effects by creating 
new y maladjustments. 

National economic policy must be based on a sympathetic under- 
standing of our economic system. Impatient dem: inds for perfection 
can lean to the weakening of the mainsprings of our economy and 
undermine essential values of a free society. The wrong medicine 
can harm the system. 

Obviously, Government policy to meet the recession depends on 
a forecast. Forecasts are notoriously hazardous. Any forecast as to 
the economic prospects, the degree of recession, the severity, and the 
probable duration must be tentative. This puts policy leaders in an 
extraordinarily difficult position. While we have had a number of 
major contractions throughout our history, most contractions have 
been minor, brief, and virtually completely self-correcting. 

Major depressions have been associated with credit problems or 
financial collapse. It appears certain that this is not the case now. 
Obviously, if excessive medicine is used for a minor recession, it could 
do more damage than good; and, possibly, bring about inflationary 
pressures and an excessive boom which, in turn, would breed subse- 
quent contraction. 

AUTOMATIC CUSHTONS 


In this connection, it is worth while to point out that we already 
have a measure of built-in public revenue flexibility in our income- 
tax system. As incomes drop, disposable or spendable i income drops 
less because the tax-take drops more rapidly than the income drops. 

Increases in Government spending in the form of unemployment 
compensation, relief, and the like, occur automatically when unem- 
ployment rises. These, in a sense, constitute a first line of defense 
and have already gone into operation without requiring Govern- 
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ment discretionary policy decisions to buoy up the economy. They 
do not depend on any uncertain forecasting of the business outlook 
for the period ahead. 

MONETARY POLICIES 


The next line of defense, of course, is a flexible credit and monetary 
policy. As early as 1955, the Feder al Reserve System began to tighten 
credit, although it was vigorously and widely and, in my judgment, 
unwisely criticized for this restraint. More vigorous action in 1955 
and for the next year or two might have made “the current, recession 
less likely and, at least, less severe. 

It must be recognized that a sound money and credit policy requires 
credit restraint duri ing boom times. This means that some applicants 
will be disappointed, but it then allows elbow room for relaxing credit 
when softer markets threaten. 

While the Federal Reserve has eased credit since November, the 
situation should be continuously reevaluated, as the Federal Reserve 
is doing; additional steps can and undoubtedly will be taken by the 
Federal Reserve, if needed, to reduce the cost of credit and to increase 
its availability. With more than 4 million separate business enter- 
prises in the United States, new ideas are constantly coming forth; 
new products are in various developmental stages; and, as credit is 
eased, these new enterprises or new projects may help to offset reces- 
sionary tendencies in other sectors of the economy and work toward 
reasonably full utilization of resources. 


DEBT MANAGEMENT 


In connection with monetary policy, the public debt should be so 
managed that it tends to increase the liquidity of the banking system 
and the economy during periods of softer markets. As bank reserves 
and liquid assets grow, the pressure on their owners to put them to 
more remunerative use will help put a floor under recessionary tenden- 
cies, and this, in turn, will help to spark recovery and reemployment. 


FURTHER MEASURES 


If the two foregoing steps should prove to be inadequate, the Gov- 
ernment can further accelerate its existing procurement and con- 
struction, including military construction and procurement. 

Problems of unemployment and recession, however, should not in- 
fluence our judgment of the amount of national defense which we 
need. National security problems should be analyzed and judged 
solely on the basis of the international risks we face and weighed 
against other urgent needs for public expenditures. 

Were we to increase rational defense targets because of unemploy- 
ment, we would play into the hands of those who argue that the sur- 
vival of our economic system depends upon huge military expendi- 
tures, and our own people would lose confidence in our defense 
program and resist its burdens. 

It would be sheer folly to increase military targets merely as a 
pump-priming move to meet recession problems. If we need defense, 
we need it—regardless of prosperity or recession. 

But the foregoing policy would not be violated by stepping up 
existing military procurement programs, or programs which are 
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decided upon on their defense merits. That is, insofar as we deter- 
mine or have determined upon defense expenditures for strictly de- 
fense needs, the recession might be the occasion for stepping up the 
rate of military expenditures, but not the goals of defense expendi- 
tures. 

However, even such an acceleration of military expenditures has 
its dangers because of the rapid rate of weapons’ obsolescence. 


PUBLIC CONSTRUCTION 


Accelerating existing Government construction and procurement 
programs is vastly more preferable than a huge public works WPA 
or PWA type of program. A massive ad hoe program, such as is 
involved in H. R. 11474, is exceedingly awkward, cumbersome and 
slow, both in launching the projects and terminating them when 
recovery is well underway. To try to locate public works in labor 
surplus areas is likely to lead to wasteful use of resources in many 
cases. 

This leads me to a brief discussion of H. R. 11474, the Community 
Facilities proposal. It can only serve greatly to expand the Feder al 
Government’s current status as a major lending institution, and 
therefore controller of local affairs. 

Let me cite briefly what the effects of this proposal would be on 
the current Federal Community Facilities Administration program. 

Then we list under the subject, we list the features of the current 
facilities administration program and how that would be changed 
and enlarged by H. R. 11474. 

(The information i is as follows: ) 





Subject Current CFA program H. R. 11474 
Size of public facilities program. | $100 million. | Increase to $2 billion. 
Statutory priority by size of | Priority to ‘communities of | Removes such priority. 
community. 10,000 or less. 
Statutory priority by type of | Priority for water, sewage and | Would remove such priority and extend 
project. gas distribution systems, | loans for the construction, repair and 


improvement of every concelvable 
type of local public facility, inelndine 

1. Public streets. 

2. Sidewalks. 

3. Highways. 

4. Parkways. 

5. Bridges. 

6. Parking lots 


7. Airports and other transporta 


| | tion facilities. 
| 8. Public parks and other publie 
| recreational facilities. 


9. Public hospitals. 

10. Rehabilitation and health cen 
ters. 

11. Public refuse and garbage dis- 
posal facilities. 

| 12. Water, sewage, and sanitary 

| facilities and other public 

| utility facilities. 

| 13. Public police and fire protec- 

| | tion facilities, 

14. Public schools 

15. Libraries 

16. Offices and other public build- 


| ings. 
17. Public land, water and timber 
| conservation facilities 
Interest rate.......... {ret eee 414 percent on general obliga- | Would revise to 4 percent highe r than 
tion bonds; 456 percent on average of overall Federal debt, or 
revenue bonds with 30- -year | about 3 percent. 


maturities. 
Maximum maturity_............ SE ee ctnite cunt Sitwenenaeneain 55 years. 
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Mr. McDonnetu. As you can see from this chart, the proposed 
public facilities bill would: 

(1) Multiply the current Community Facilities Administration 
program by 20 times. 

(2) It would substantially lengthen the maturity period of these 
loans. 

(3) It would compute the interest rate on these loans on an invalid 
basis. 

(4) It would impinge on other Federal programs, such as the urban 
renewal program. 

(5) It would circumvent legislation already rejected by the Con- 
gress which would provide Federal financing for local school construc- 
tion. 

(6) And it would _ prov ide a permanent program under the cloak 
of an ”antirecession” measure—a program which would last far be- 
yond the current economic decline. 

Certainly all the projects mentioned are worthwhile and socially 
desirable, but the responsibility for their construction and mainte- 
nance lies with the local and State governments concerned. 

Furthermore, we should not attempt through this device to enact 
legislation already defeated in this Congress in the first session. The 
Federal financing of school construction was rejected by the House, 
yet it finds its way into the maze of community facilities now made 
eligible by 1. R. 11474. 

This bill would bring all kinds of public facilities in our commu- 
nities under the “tent” of Federal subsidies via the loan program. 

It would impinge on other Federal programs and undermine the 
principle of local responsibility. 

As an example, the basic local responsibility implicit in the urban 
renewal program could be seriously weakened. Under the proposed 
expansion of the public facilities loan program, many communities 
participating in the urban renewal program could get all the financing 
necessary from the Federal Government. 

The current ratio of participation in the financing of urban re- 
newal programs requires one-third local funds and two-thirds Fed- 
eral funds. In some instances, the local obligation can be made up 
through noncash grants, for example, certain public facility im- 
provements or construction in the area of the urban renewal project. 
It would not take much ingenuity to borrow the nec essary one- -third 
from the Community Facilities Administration on a 55-year term and 
get the balance under the urban renewal program. 

Furthermore, the interest rate features of the bill are unrealistic 
and uneconomic. To use the average computed interest rate on the 
national debt as a base for terms of lending is unsound. 

The computed average interest rate on the debt is the result of 
past debt management ‘and the present composition of the debt and 
it is not a relevant factor for computing current alternative costs and 
present values of future benefits. 

The relevant rate of interest for evaluating the worth of current 
undertakings is the maximum long-term ‘ate on current borrowings 
plus an allowance for the risks involved in the projects concerned 
and for administration. 
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Furthermore, it does not seem wise to use the current situation as a 
device to promote long-range Government programs. It is easy to 
give every public spending proposal an “antirecession” cloak. To do 
so obscures the fundamental choices which Congress and the voters 
must make—how the Nation’s resources are to be allocated among 
private and public uses. 

Certainly, projects as embodied in this proposal would do little to 
help the current unemployment situation. It has been stated by many 
competent authorities that very little employment would be stim- 
ulated for at least a year and maybe longer. This is due to the lengthy 
activities which must take place before a public facility project could 
even break ground. Four years ago, Congress approved a new bridge 
over the Potomac River at Constitution Avenue but not a shovel of 
dirt has yet been turned. 


TAX CUTS AND REVISION 


There has been much discussion of a tax cut as an antirecessionary 
measure. ‘To be sure, a tax cut can help to stimulate recovery. But 
more important is the need for tax revision to stimulate economic 
growth which would produce higher real income. Though our 
economy has put in a marvelous performance throughout our history, 
we can and should do better. 

Thus, tax revision which will foster economic expansion is urgent. 
Improving the quality and application of our labor force per se can 
be a plus factor in raising our real income. But the bulk of the burden 
for expanding productivity and per capita income must come from 
more investment per job, and more skilled business management in 
utilizing our human and other resources and new technological de- 
velopments. 

Since our labor force grows year by year, this in itself calls for more 
investment in order to create more jobs. But, in addition, if we want 
to create better, more productive jobs, we must have more mechanical 
energy per worker, better and more tools per worker and _ skilled 
business management. Then, and only then, can we strengthen the 
foundation for a rising scale of living for all. 

In spite of our fabulous investment in recent years, there is reason 
to believe that we have not greatly stepped up our rise in productivity. 
Indeed, there is some evidence to the contrary. Growth has been 
slower in recent years than around the turn of the century. This fact 
is of the highest importance as we assess our policies, both private and 
public. 

With greater diversion of our production and income to more na- 
tional security expenditures, it may be even more difficult to raise our 
private real incomes. Tax revision by putting the emphasis on 
economic growth would appear to be the most fruitful approach. 

Furthermore, the record shows fairly clearly that sustained and 
sustainable economic recovery does not take place until recovery in 
new investment in production facilities also takes place. Any tax 
change, therefore, should serve to increase incentives to beet 

While your committee is not responsible for tax matters, I should 
like to mention that we have already submitted a program of tax 
reductions and revisions to the House Committee on Ways and Means. 
Such changes may add to the short-run deficit but not by the full 
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amount of the reduction, because we can assume that the reductions 
and improvements will shorten the recession and help prevent it from 
going deeper. 

Furthermore, in a brief time our tax recommendations should 
stimulate economic growth so that the lower rates and the improved 
tax structure will yield more, rather than less, revenue by helping to 
encourage reemployment and production. 

Congress should now make a start in this long overdue tax revision. 
We recommend as first steps: 

1. An across-the-board individual income tax reduction ; 

2. Repeal of discriminatory excises and levies of a nuisance type 
which unfairly discriminate between taxpayers and discourage and 
hamper normal business transactions and activities; and 

3. Improvements in depreciation policy so as to encourage new, and 
particularly cost-reducing, capital investments. 

As a further aid particularly to small business, Congress should 
provide special relief, as recommended by the President, to: 

1. Allow an individual to deduct any loss on small business stock 
as an ordinary loss rather than a capital loss. The deduction would 
be limited to $50,000 for any taxable vear. 

2. All the accelerated depreciation formulas in the 1954 code to be 
extended to used property acquired after 1957 (now available only for 
new properties). The accelerated depreciation could be claimed on 
property not costing more than $50,000 each year. 

3. Shareholders of a small business corporation could elect to be 
taxed as a partnership. 

4. Estate taxes, where the estate consisted largely of an interest in 
. closely held business, could be paid over a 10-year period. 


DEPRESSED AREA PROPOSALS 


The committee has before it a number of bills, such as H. R. 6215, 
which would provide special loans and grants for industrial de- 
velopment of local areas of substantial and persistent unemployment. 

As we testified before this committee 2 years ago, the national 
chamber questions the wisdom of these special Federal loans and 
grants for so-called depressed areas. The general rise in unemploy- 
ment nationally gives added reasons for opposing Federal programs 
which aim at artificially stimulating particular local economies. 

Special Federal financial aid to depressed areas must be ques- 
tioned because : 

1. Such legislation would help some communities attract new in- 
dustries and jobs at the expense of other communities. At a time 
when communities from every State in the Union are competing to 
attract new industry, the Federal Government should not step in to 
give special advantage to selected areas. The political pressures on 
the administrative agency and the members of Congress would become 
enormous. } 

2. Merely building plants would not guarantee economic revival of 
a community. Yet, if the Federal Government undertook to stim- 
ulate plant construction in depressed areas, this would appear to these 
communities to involve a commitment of Federal responsibility to 
insure local jobs. 
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3. Inevitably, if a Federal depressed areas program is launched, 
it will grow. Pressures to extend aid on looser terms will be diffic ult 
to withstand. More money will be asked for. More areas would 
seek help. It would be easy and seem plausible to extend the definition 
of “area” to entire States, or regions, or even industries such as agri- 
culture. More programs would be requested. 

4. A Federa!-aid program could easily lead to subsidizing inefli- 
ciency and mike-work devices. Shuch devices would thwart the 
development of uit programs which promise expanding job 
opportunities in the future. 

). The recent rise in unemployment does not constitute any justi- 
fication for heightened interest in special depressed areas aid. 

Recently, there has been an increase in the number of labor market 
areas classified by the Labor Department as “labor surplus areas.” 
But it must be understood that the new areas which have been added 
by the Labor Department would not qualify for aid under this con- 
cept of depressed areas assistance. 

Nor did the sponsors conceive of this depressed areas proposal as 
meeting temporary unemployment of this type. The recent rise in 
unemployment is cyclical and, we hope, very temporary. Proposed 
depressed areas legislation was designed for long-term and chronic 
unemployment. So the recession cannot justify consideration of 
depressed areas legislation. In fact, if national unemployment is 
our concern now, if we are soberly considering unusual steps to 
generate economic recovery on a national scale—then, surely this 
is not the time to consider measures to give special aid to a few 
ere depressed areas. 

If there is any need for new machinery to fill legitim: ite gaps in 
os ing job-m: aking ventures in depressed areas, sources other than 
United States Treasury funds mn be sought. We believe that 
gap can best be filled by the spread of statewide, privately financed 
development credit corporations which I will discuss in more detail 
presently. 

7. If an area is chronically depressed, there must be a reason. 
The causes must be dealt with. Possibly, the business climate is 
unfavorable. Responsible State or local effort is more likely to 
discover the local reasons for the trouble and set in motion practices 
and policies which will correct defects. 

We know that this committee would want to examine thoroughly 
the potential for further mobilizing private funds and State-level 
funds through development credit corporations and_ similar 
institutions. 

If these devices can supply the financial needs proposed in depressed 
areas legislation, they will also offer the advantages of stimulating, 
not paralyzing or retarding local ae If, as has been re- 
peatedly recognized, local efforts must play the key role in solving 
localized problems, then such devices as the development. credit 
corporations will be far more effective than Federal aid. 

The inequity of providing Federal funds to a few areas to help 
them to compete for new industry against other communities is 
obvious—this inequity is inevitable if we commit United States 
Treasury funds to this job. But we can avoid this problem—and 
still have an effective reemployment program for depressed areas 
if we leave lending functions to State-level organizations. 
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Obviously, the development credit corporation and other methods of 
treating this problem cannot guarantee to bring industry into every 
depressed area, no matter what the cause of economic difficulty. But it 
must be recognized that no Federal law can guarantee that either. 
The point is that anything which Federal legislation can provide in 
financial assistance can be provided through these other means. 


SMALL BUSINESS FINANCING 


The committee is also considering a variety of complex proposals for 
providing long-term credit and equity capital to small business. 

Recently, the Federal Reserve Board released the first two parts of 
a comprehensive report on the financing needs of small business and 
the adequacy of the economy’s facilities for serving these needs. 

This report found that (a) short-term and intermediate credit needs 
of small business are being satisfactorily met, and (b) some small- 
business enterprises may not have adequate and proper access to long- 
term credit and equity capital. While there is little evidence 
available on the extent and seriousness of this gap, there is general 
agreement that a gap exists. 

In the last few years, private enterprise has been increasingly aware 
of this apparent financing gap and has moved toward filling it through 
the mechanism of statewide privately financed development credit 
corporations. 

As you know, these corporations are set up to make long-term loans 
to risky but deserving businesses. In these organizations, lending 
institutions and businesses interested in developing a Siate can pool 
their resources: Lending institutions pledge a fixed percentage of their 

capital and surplus to provide the bulk of the financial resources; other 
businesses ( pi uticularly utilities and leading manufactures) by stock, 
and, more important, provide volunteer leadership and _ technical 
advice. 

These development credit corporations are set up in 11 States, in- 
cluding the New England States (a Vermont), New York, 
North Carolina, Michigan, Minnesota, South Dakota, Wisconsin. 

The idea is being actively promoted in a score of other States. In- 
teresting variants of these organizations, some involving public (State) 
funds, are moving forward in Arkansas, Kansas, and Pennsylvania. 

Lending operations of these credit corporations are expanding 
steadily, as shown in a recently compiled report of the National 
Chamber, which is appended hereto. 

As these corporations continue to gain experience, demand for their 
type of aid and intermediate and long-term credit will grow and be 
met. While the first of these corporations were established to meet 
a specific area problem faced by New England, they can be and are 
now being used as an approach to filling the long-term credit needs of 
small business, 

The national chamber regards the statewide privately financed 
development credit corporations as the most promising mechanism 
for filling whatever gap may exist in long-term credit and equity 
financing of small business. 

If the Government does enter this field we strongly urge that it be 
done cautiously on an experimental basis and that it be in the ae 
of assistance to some existing agencies rather than the creation of : 
new banking syste 
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As Chairman Martin of the Federal Reserve Board has said: 


Study of the record indicates that an appropriate governmental program for 
furthering the investment finance of small business should avoid the pitfalls of 
(1) building into the private economy undesirable Government subsidy, (2 
putting a burden on government of choosing among applicants for investment 
financing, and (3) maintaining in the economy uneconomic business units. 

In our judgment, the most efficient program of governmental aid for small 
business will be one that makes maximum use of market incentives and standards 
in attracting private venture capital to the small-business area. The market 
place is the most efficient allocator of economic resources. 


MITIGATING UNECONOMIC WAGE PRESSURE 


Because of the downward inflexibility of costs and the many unwise 
built-in cost increases in long-term labor contracts and the pressures 
of labor monopolies to raise wages even in the face of falling demand 
for labor, there is serious danger that Government recovery measures 
will spend or exhaust themselves in higher labor costs and prices, in- 
stead of enlarged output and reemployment. 

How to maintain or regain reasonably high levels of employment 
without rising prices still remains an unsolved problem. While the 
Committee on Banking and Currency does not have primary jurisdic- 
tion over labor matters, its deep concern over recovery and the good 
health of our economy makes it essential that the committee examine 
key factors which bear on the problem before it. 

To prevent uneconomic wage settlements Congress should take steps 
to apply the antitrust laws to monopolistic labor unions. One pos- 
sible method of doing this would be to require that the employer need 
bargain only with representatives of his employees, chosen by his 
employ ees from among his employees. The quoted words, “chosen by 
his employees from among his employees,” would restore collective 
bargaining to the plant or company level and would help greatly to 
correct the imbalance between the employer and the large nationwide 
union—an imbalance which now makes many unions more powerful 
than our largest corporations. 

This constructive proposal would not bar local union officials from 
seeking advice and counsel from other sources. 

In addition, Congress should outlaw compulsory union membership, 
the secondary boycott, mass picketing and the use of force and violence 
in strikes. 

To encourage reasonable noninflationary wage settlements, the law 
should provide that any strike must be financed exclusively by money 
collected from the employees of the employer who is struck against. 

Such steps would go a long way to restore collective bargaining be- 
tween equals. It would reduce inflation and help reinforce other 
recovery ste 

Just as Tian inflation we must be concerned with recession, so 
during recession we must be concerned with inflation. To help stiffen 
public policy against inflation, Congress should amend the Employ- 
ment Act of 1946 so as to provide that reasonable price stability be an 
explicit goal of the act. 


UNEMPLOYMENT INSURANCE 


The State governments should examine, as the national chamber 
has urged for many years, their unemployment compensation systems 
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to see that they are adequate. But it should be recognized that unem- 
ployment compensation was set up to meet only short-term unemploy- 
ment and was never designed by itself to meet prolonged recession 
unemployment. 

Congress, in 1935 recognized the enormous variations of conditions 
among the 48 States and encouraged each State to set up a UC system 
to meet its own needs. Repeated attempts have been made to tell the 
State legislatures what to do in their field, and attempts have been 
made to nationalize the system. The recent proposals to have the 
National Government intervene have been almost universally opposed 
by business on the ground that here is an area that has been and 
should be handled by the States. We are happy that the House only 
last Thursday agreed with this position. 


BUSINESSMEN’S RESPONSIBILITY 


Since recovery will depend primarily on what happens in the market 
place, businessmen, I should like to add in passing, should step up new 
product research, development and promotion and resist cost increases 
which will price their product out of the market. 

To this end, the National Chamber published recently a special re- 
port, “Resisting Business Contraction,” which outlir>: a series of 
constructive steps. I mention this because genuine recovery must 
come and will come primarily through what happens in the private 
market place. 

SUMMARY 


Involuntary unemployment is a waste of human and other resources. 
It is even more so when it is prolonged and widespread. It creates 
financial hardship for its victims and is humiliating to them. All of 
us are rightly concerned about the problem. 

However much we may wish it were different, it appears to be true 
that when we overexpand or overload the economy, we have to pass 
through a period of readjustment. Any antirecession policies should 
be such that necessary readjustments can take place so as to build for 
greater and sounder growth in the future. 

Countermeasures can be right or wrong, too little, or too big. Only 
the most careful objective analysis can diagnose adequately the nature 
of the difficulties and this must precede the application of effective 
measures. 

A skilled physician does not prescribe for the patient all the medi- 
cines in the druggist’s inventory. He tries to employ the medicine 
which he does prescribe in such a way that he can determine and 
evaluate its effectiveness. He assumes, too, that the most important 
objective is to pave the way for the natural curative powers of the 
body to restore good health. The medicine is only a catalyst or minor 
factor in the recovery process, in most cases. 

A number of steps have already been taken to counteract unem- 
ployment. These should be given a chance to go to work. Credit has 
greatly been eased. Existing public construction and procurement 
programs have been accelerated. New housing legislation to improve 
the mortgage situation has been passed. The tax reductions and re- 
visions which I have recommended will constitute another potentially 
effective weapon. 

25491—58——44 











676 LEGISLATION TO RELIEVE UNEMPLOYMENT 


All of these steps, coupled with the readjustments which are occur- 
ring in the market place, will help restore purchases and should be 
adequate to bring us out of the recession and pave the way for recovery. 

(An appendix to the foregoing statement submitted by Mr. Mc- 
Donnell in behalf of the Chamber of Commerce of the United States 
follows :) 


APPENDIX 
STATEWIDE PRIVATELY FINANCED DEVELOPMENT CREDIT CORPORATIONS 


The statewide privately financed development credit corporation is an organ- 
ization in which the resources of a State’s private lending institutions may be 
brought together to provide financial assistance to deserving industrial ventures. 

There are two classes of participants in development credit corporations: (1) 
stockholders—stock is subscribed to largely by business firms which recognize 
their interest in fostering the industrial development of the State; and (2) 
“institutional members”—lending institutions which commit a fixed percentage of 
their capital and surplus for the corporation’s lending operations. 

Loans made by the development credit corporation go to applicants who cannot 
obtain financing from normal banking channels. Typically, recipients of loans 
are relatively small businesses. The board of directors, which includes both 
stockholders and lending institutions, provides business management advice as 
well as loans (or instead of loans) when the need is apparent. 

The first development credit corporation was chartered in Maine in 1949. 
Since then, corporations have been set up and are making loans in all the New 
England States (except Vermont), Minnesota, New York, and North Carolina. 
Over 20 other States have given active consideration to forming such organiza- 
tions, and in some cases they are actually set up but not yet making loans. 

Several variations are operating in some States: Kansas has established re- 
gional development credit corporations within the State. In Pennsylvania, the 
Pennsylvania Industrial Development Authority was established in 1955, to use 
entirely State funds for industrial development financing. New Hampshire and 
Maine have also established public authorities to supplement activities of their 
privately financed organizations. In Arkansas, the development finance corpo- 
ration is financed both by private sources and the State government. 

Data which follow refer to the seven statewide privately financed develop- 
ment credit corporations which had engaged in loan activity as of December 31, 
1957. Data are effective Decenrber 31, 1957. 


Stockholders, 2,588—stock sold________----~- Le mimaets Caiman Moo 
Institutional members, 594—amount pledged ib cag sera icxann Ge, pee, 000 
Loan applications received, 1,125 for__——- a Maecenas hey Ole eee 
Loan applications rejected, 681 for___._._.___.__-.----_--- . --. 41, 263, 304 
Loan applications approved, 407 for____- ii Daca alain is aS 31, 603, 114 
Daan pense Grenpureen, cae fOr... 19, 578, 826 
Losses incurred, 5 for ee bates a kenate pag be 68, 655 


Percentage distribution, by State, of financial resources 


{Total dollar amount of stock sold plus member pledges] 





Percent | Percent 
Oe ioe de f Ur Ao 37.3 
Mn ea acta FG Ne 12. 
Massachusetts_____.._..__-_____ 32.3 2.8 | MRR CIR 5 ite netec ens 5.1 
PN on ANN sa FE is ater ichncectagnincs 100. 0 


The Cuarrman. Mr. Me ee you say you are opposed to the 
Community Facilities Act. One of the reasons you assign is the great 
delay that will be entailed in starting work on those projects. 

Mr. McDonnett. Yes, sir. 

The Cuarrman. Do you know there are hundreds of cities in the 
United States that already have plans for those projects, they need 
them, and they only need the money to start them? Do you know that 
in many States there is a limitation on the indebtedness a city may 
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undertake—in the great majority of States. And many of these cities 
can get the necessary facilities if the project is a revenue-producing 
project, by issuing revenue bonds which will allow them to have these 
much needed fac ilities, even though the constitution would prevent 
them from going into debt to get them. 

Now, under those circumstances, do you not think it is thoroughly 
justified for the Government of the U nited States, which has tapped 
the greatest source of revenue, the income of the people, that it should 
lend money to them at a rate not less than what the Treasury pays 
for the money? Don’t you think it would be justified to do under 
the circumstances / 

Mr. McDonnett. Mr. Chairman, I agree with you that the Govern- 
ment has tapped the principal source of income and is t taking too much 
of that income and that is the reason under our tax program that we 
recommend very strongly that there be revision of that program so that 
more money is left in the hands of the people in the local communities. 

Now, with regard to the deterrent or handicap that many cities are 
limited by the State constitution for borrowing, we think that that 
should be corrected at the State level. Otherwise, all you have to do 
to retire entirely at the local tevel is just pass a constitutional amend- 
ment that no city could borrow anything and then they have to come 
to the Federal Government for everything. 

The Cuamman. But it takes a long time to amend the constitution. 
It has to go before the people and they must vote on it. I am talking 
about conditions as they now prevail, not as conditions might be. 

Under present conditions, don’t you think that the State is justified 
in lending money to the cities, to give the cities facilities that mean 
much to the happiness of the people? 

Mr. McDonne tu. I agree all these things are socially desirable and 
they should have them, but it is our position that it should be done 
at the State level. 

The CHarrMAN. You say if conditions were different you wouldn't 
be for them, but the conditions are not as you describe them. 

Under the present conditions, do you not think it is justified to 
pass acts that will enable the cities, if it entails no loss to the Govern- 
ment, to make these 1 Improvements ¢ 

Mr. McDonneti. We think there are other steps that could be taken 
on recession measures which would be more effective and more logical 
wiser under present circumstances. 

The CuarrmMan. Well now, you speak of subsidies. There are no 
subsidies in these loans. The city issues its bonds to pay the loans 
and if they do that there is certainly no subsidy in it and there would 
be no loss to the Government. 

What would you do with regard to the depressed areas? Don’t you 
consider that the depressed area cancer on the body politic will spread 

Mr. McDonnetu. You are speaking now of the so-called chronic 
depressed area / 

The Cnarrman. They are not chronic. Some of these areas are 
increasing all the time. We started with a few and now we have many 
depressed areas. 

Don’t you think the Government has some obligation to attempt to 
stop this increase of depressed areas ? 

Mr. McDonneti. Well, I think that Governmnt should make the 
conditions under which business operates as favorable as possible. 
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The CuarrmMan. What other remedies would you pursue in order 
to do away with the depressed areas that are growing all the time? 
What specific remedy would you pursue? Some of these remedies 
would take a long, long time to have any effect. 

Mr. McDonnext. As I stated in my testimony, Mr. Chairman, many 
of these problems are local problems. They depend upon local con- 
ditions, and we think that the State governments know what those 
conditions are and can solve them better than the Federal Government 
can. 

The Cuarrman. The State Government is utterly helpless to solve 
their problems. In my own State, there is a great depression in the 
mining area because the coal mines are shut down. Now, that is a 
national problem. Coal in interstate commerce affects the economy 
of the Nation. The State can’t take care of those things. In the 
first place, the State hasn’t the funds to do it. 

You are opposed to loans to small business ? 

Mr. McDonne tu. No, sir. 

The Cuarrman. There is a general complaint of small business that 
they can’t get capital. Now, if the Federal Government doesn’t give 
them some opportunity to get equity capital, can they get it from the 
existing banks now ? 

Mr. McDonne tu. Not equity capital, no. 

The CuatrmMan. The only way they could get equity capital is by 
help from the Government, is that not true ? 

Mr. McDonne tu. It is not true if you mean the Federal Govern- 
ment. They are actually getting equity capital in a number of States 
through the State development credit corporations which have been 
growing rapidly. If the Government enters that field, though, these 
credit corporations will withdraw because whenever Government gets 
into a field where it grants credit or a subsidy, then everybody else 
gets out. It works sort of like Gresham’s law. 

The Cuarrman. Don’t you think that extraordinary conditions de- 
serve drastic treatment ? 

Mr. McDonnett. Yes; I do, but I think that the connection between 
small business equity problems and this recession are very remote. 
I don’t think there is a very direct connection. I know of no very 
great unemployment among small businesses. The unemployment is 
in the big industries, primarily. 

The Cratrman. Perhaps there is not so much unemployment. in 
many of the small businesses because many of them have failed. 

Mr. McDonnetu. Under our system of a free competitive economy, 
most small businesses that start will fail and always will. They 
have, and they always will. That is the way we keep the economy 
efficient and strong, for the marginal, weak or inefficient to pass out. 

The CHarrmMan. Small business under present conditions can’t com- 
pete with big business, can it? 

Mr. McDonnetu. Well, small business doesn’t have to compete with 
big business. Small business is interdependent with big business. 
Many, many thousands of small businesses in this country ‘supply big 
business. Big business is dependent upon small business and vice 
versa. I don’t draw the sharp distinction between big business or 
intermediate size business and small business that a great many people 
do. Itis hard to define. 
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I don’t know what you mean by small business. No one has ever 
been able to accurately define it. To one man it is a concern that has 
less than $100,000 in capital. To another it is a concern that has less 
than 100 employees. But small business—all business in this country 
is a highly integrated, economic system and small business was never 
intended to compete with big business, If you mean the small grocery 
store, the dependant ig grocery store on the corner, I think it is deader 
than a doornail, Mr. Chairman. 

The Cuamrman. I think we all know what big business is, though. 
We need no definition of that. 

Mr. McDonnett. Yes, but big business is not a sin. It is not a 
harmful thing. This country couldn't be strong defensively with- 
out big business, and so we must be thankful that we do have big 
business. 

The Cuarrman. And we ought to be thankful that we have small 
business, it seems to me. 

Mr. McDonneE.u. Yes; we certainly are. The chamber of com- 
merce is thankful for it because over 75 percent of our members are 
small-business men. 

The Cuatrman. And independent business is essentially an Ameri- 
can institution that ought to be continued. 

Mr. McDonne tt. It certainly is. My father came up in that sys- 
tem and I was a part of it myself, and I have been a strong advocate 
of it. 

The Cuairman. Mr. Talle. 

Mr. Tatie. Thank you, Mr. Chairman. 

[ should like to turn to your paper on page 7. Our existing com- 
munity facilities setup is relatively moderate. 

Under the bill before the committee known as H. R. 11474, the 
program would be immensely blown up as shown by your statement. 

Mr. McDonne tt. It would go from 1 million to 2 billion, 20 times. 

Mr. Tarte. The fear I express is this, that all that would happen 
under that setup would be, the financing that is now going on in the 
private market would be shifted to the Federal Government. 

Mr. McDonnetu. Well, I think that fear is justified. If the Fed- 
eral Government provided a market where money could be borrowed 
cheaper, or for a less rate than it could in the private market, certainly 
it would all flow over there where the cheap money was. 

Mr. Tate. I will give a recent illustration of it that only occurred 
a week ago on April 28. The Illinois State Toll Highway Com- 
mission sold a $64 million revenue bond issue bearing 434 percent 
coupon and due January 1, 1998. Those bonds were sold to the 
public at 9914 by a dealer. 

Would you not agree that such an issue would have been eligible 
under the terms of H. R. 11474 and the money would have come 
from the Federal Government and not from the public directly ? 

Mr. McDonne tv. The bill, of course, provides for the building of 
highways and this money was borrowed for that purpose, and I think 
it would have been eligible under 11474, yes, sir. 

Mr. Tauie. Clearly it would. 

You would also agree that H. R. 11474, had it been in effect with 
this 3 percent interest rate, that issue would have been sold to the 
Government at 3 percent instead of the private investors at 4.77 
percent. Well, the answer has already been given. 
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And that shifting of financing from the private market to the Fed- 
eral Government would not create any additional jobs, as I have stated, 
and, of course, jobs is what we want. 

Let us take another case. Yesterday the newspapers carried 
the story that Michigan plans to market $100 million of highway 
revenue bonds, on May 27, this month, and is considering offering an 
additional $100 million. The State secured highway bonds in mid- 
June. There would be another $200 million. The Government would 
have to buy without question, if the bill gets ammended as some people 
propose, to reduce the interest rate from 3 percent to 2 percent. Ob- 
viously business acumen would induce borrowers to decide: “We will 

et the money were we can get it at the lowest cost,” so the Federal 
rovernment would be financing these things the private market is 
financing now, is that not right, Mr. McDonnell ? 

Mr. McDonne tt. That is right. Of course, it is a mistake to ever 
write into law a fixed interest rate. Interest is a cost, or a price, and 
it fluctuates in the open market just like the cost of anything else. 
Cotton, wheat, corn, automobiles, and houses, and to ever fix an in- 
flexible price there is a mistake and only leads to trouble. 

Mr. Tatxe. That is correct. 

I get down to my original statement: The net effect of this propo- 
sition would be, not any new jobs for people, but the financing would 
be done by the Federal Government and, of course, it would mean an 
increase in the Federal debt instead of as now, States and local sub- 
divisions of government are carrying on the financing. 

That is all, Mr. Chairman. 

The Cuarrman. Mr. Brown. 

Mr. Brown. Mr. McDonnell, I notice you are in favor of a revision 
of our tax laws instead of a tax cut. What would be the effect of your 
plan of revising the tax statutes? Would we collect more money or 
collect less ? 

Mr. McDonne.x. We think that in a very short time—I wouldn’t 
predict the length of time—we think in the near future it would mean 
more tax take than we are now getting. We think that these tax 
rates are now bumping up against the law of diminishing returns. 

Mr. Brown. What specific statute would you revise ? 

Mr. McDonneti. Well, I am not familiar with the exact title or 
number of the statutes, Mr. Brown. That is a rather technical ques- 
tion that I can’t answer. I am saying it should be 

Mr. Brown. Would that help the little fellow, or the man with a 
large income ¢ 

Mr. McDonne xz. It would help everyone. 

Mr. Brown. I think everyone should be in favor of that. That is 
why I want to find out what you mean by it. What are you com- 
plaining about. 

Mr. McDonnext. Do you mean in the tax structure ? 

Mr. Brown. Yes, sir. 

Mr. McDonnetu. The taxes are too high. We think they start too 
high, and they end too high. 

Mr. Brown. You believe in a tax cut then ? 

Mr. McDonne tt. Yes. 

Mr. Brown. You believe a revision in the tax laws would bring 
about a tax cut ? 

Mr. McVey. A tax cut to individuals and to corporations. 
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Mr. Brown. Both ? 

Mr. McDonneE Lt. Yes. 

Mr. Brown. Now, of course, you are familiar with the plight of 
the farmer and the small-businessman. How would you help these 
people ? 

Mr. McDonne t. As I have indicated in here, we recommend special 
tax relief and I have outlined 3 or 4 points. We think that small 
business should have special treatment taxwise, in addition to the 
tax revision that I have mentioned for everybody else. 

Mr. Brown. Mr. McDonnell, in parts of my districts people are un- 
able to obtain natural gas because they can’t sell the bonds. 

Don’t you think they need some help? I know three cities in my 
district that have been trying for years to sell their bonds. Don’t you 
think there should be a namin somewhere for these bonds? 

Mr. McDonnett. If they are a good risk there should be. If a 
municipality in these days and times can’t sell a bond, it would indi- 
cate the market thinks it is not a good risk and if they are not a good 
risk I don’t think the Government should buy them. 

Mr. Brown. They are a good risk but there is no market. 

Mr. McDonnetu. That is a very unusual situation if they are a 
good risk and the price is right. 

Mr. Brown. Not only that, but you will find a lot of other places 
are unable to do it. 

Mr. McDonnewu. There may be, but I don’t thing that is a gen- 
eral situation throughout this country 1 ‘equiring general legislation. 

Mr. Brown. We need some help. If private industry won't do it, 
I think the Government should come across and help them out. 

Mr. McDonne.t. I hear some mighty glowing reports of how your 
State is growing, and I think you are pretty prosperous. The cham- 
bers of commerce down there say you are. 

Mr. Brown. Yes, and we want natural gas. 

Mr. McDonnetu. I think you deserve it. You are not too far 
from it. 

Mr. Brown. Perhaps you can help us find a market. You are a 
good businessman. 

Mr. McDonnety. Thank you. 

Mr. Brown. You say that these programs will take too long. 
Other witnesses have told us that there are some we can help quickly. 
Many of these projects can be started in 60 days. Do you see any 
reason to believe that the recession will be over that quickly ? 

Mr. McDonnetu. Not in 60 days, no. But generally these things 
take 6 years to complete. 

I recognize there is a difference of opinion on this subject, and it is 
not an easy problem to solve. I am certainly sympathetic with the 
problems before this committee, but I am presenting the views of the 
group that I represent, and I am sincere about it. 

Mr. Brown. Thank you. 

The CHatrman. Mr. Betts. 

Mr. Berrs. Mr. McDonnell, I thing at page 8 of your statement 
you quite correctly brought out the ‘obvious proposition that pro- 
posals in these bills would tend to be permanent rather than tem- 
porary. 

Mr. McDonnetu. Well, they always have been. I know of very 
few ventures where the Federal Government has entered where it 
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withdrew. The Reconstruction Finance Corporation was one, but 
it took us about 25 years to liquidate that one. It started as a re- 
cession measure back in 1931. 

Mr. Berrs. I think there are provisions in the bill which point up 
that fact, too. In the first place, as I understand there is no termi- 
nation date. And also this $2 billion proposal for a revolving fund 
would tend to make it permanent, is that correct ? 

Mr. McDonnetu. That is correct. 

Mr. Berrs. Also there are other provisions in the bill pointing to 
that. Section 202, subsection 4, provides that the borrowing 
municipality can postpone the payment of principal and interest 
payments for the first 5 years. Then subsection 5, that same section 
provides that the Administrator, who would be the Federal Adminis- 
trator of the act, he also could postpone the principal and interest 
payments and extend the loan up to 5 years 

Don’t you agree that this postpone ment would kill any possibility 
for private investment ? 

Mr. McDonne tu. Certainly I do agree; yes, sir. 

Mr. Berrs. And might I ask if in your experience you have run 
into municipal bonds ¢ ontaining these provisions ? 

Mr. McDonne tt. I have never seen one containing a provision like 
that. 

Mr. Berrs. Do you agree then that those two provisions would 
require careful examination on the part of this committee? 

Mr. McDonnetu. Yes,sir,I do. I agree thoroughly. 

Mr. Berrs. That is all I have, Mr. Chairman. 

The CHarrman. Mr. Patman. 

Mr. Parman. Mr. McDonnell, you have in your statement data 
which indicate to my mind that the privately financed development 
credit corporations have not gotten off the ground. Although they 
have been in operation for about 9 years, they have only dispersed 
loans of $19 million in all the States. New York got 37 percent of 
them and Massachusetts 32 percent, so the other States didn’t get 
much. 

It just shows the ineffectiveness of those organizations, although I 
am very strong for them. 

It occurs to me that the United States Chamber of Commerce and 
your little brother organization, the Naitonal Association of Manu- 
facturers, take the position that Federal credit should only be used 
for big business, that it should not be used for little business or for 
local communities in the purchase of their bonds where they can’t 
sell them in the bond market at a reasonable rate, but that the State 
and the local governments should take full responsibility. That I do 
not agree to. 

On page 17 of your satement, you quote Mr. Martin as saying that 
we should not build into our economy any undesirable Government 
subsidy. 

Mr. Martin, of course, is against subsidy and you are, too, and I 
am against any subsidy unless it is in the public interest. Sometimes, 
however, we have to have subsidies. But you don’t say anything 
about the built-in subsidy to the banks. They get over $120 million a 
year in direct subsidy through the Federal Reserve System, and we 
are only proposing, even in the most liberal bills that have been intro- 
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duced, to take $120 million of the surplus funds of the Federal Reserve 
banks, which is idle and unused money, and to use it to start off these 
small business capital banks; yet that is objected to because it might 
lead to a Federal subsidy, when in fact it is ever y bit to be paid bac k, 
just as in the case of the F DIC. 

There is no mention made about the $120 million with which the 
private banks are subsidized each year through the Federal Reserve 
System. That seems to be all right. 

I feel very depressed after re ading the t testimony of the National 
Association of Manufacturers yesterday and hearing your own testi- 
mony today. These fine, effective, great organizations, as they are, 
have tremendous power and influence in our country, over the Con- 
gress as well as over the civilian population generally; and I am very 
much depressed at the attitude that these organizations take. It seems 
you just want the local governments to take care of everything. 

How can you take the position that a 2-percent rate is outrageous 
and ridiculous, when the Federal Reserve bank let member banks have 
high-powered dollars for 134 percent, and the member banks can lend 
these dollars 6 times. You don’t say anything about that. That 
seems to be all right. But it would be terrible for local communities 
to get money from the Federal Government at 2 percent. I can’t 
understand that position. I am depressed at the attitude big business 
has taken in this country. Iam not opposed to big business. I know 
big business serves good purposes. We have to have it. We have 
had it in the past, and we need it. I am not against big business 
because I am for small business. I feel that big business serves a use- 
ful purpose but whenever it begins to use its power and weight to de- 
stroy little concerns, of course, I feel that that should be looked into. 

Your organizations having the leadership that you have are doing 
nothing toward stopping mergers. You are doing nothing toward 
stopping monopoly. We have the worst monopoly in the automobile 
business today, I guess, that any country on earth has ever had. 

We have had about 2,000 makers of passenger cars in this country. 
Now they are reduced to about 3, and 2 of them, of course, are domi- 
nant. I think that is the reason we don’t have any smaller cars. We 
have no competition in the automobile industry. They have com- 
plete control of the market. 

They don’t want to have smaller cars because they wouldn’t make 
as much profit in smaller cars. They want to keep their cars large. 

And we are witnessing the time under the leadership of your or- 
ganizations—and I think you should have to assume part of the 
responsibility for it—when the moneylenders are making more money 
out of the automobile than the people who make it. The moneylend- 
ers are making more out of automobiles than the people who sell them. 
The moneylenders are making more money out of appliances than the 
people who make them or the: people who sell them. I think that is a 
sorry situation in our country, yet I have never heard your organiza- 
tion raise its voice against it. 

There are all kinds of usury going on around the country. Out in 
Kansas the attorney general just brought an injunction suit against 
one of the largest consumer credit corporations in the Nation to en- 
join it from charging 72 percent interest. That is going on all over 
the Nation; yet the great United States Chamber of Commerce and 
the National Association of Manufacturers, neither one of them, have 
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ever raised their voices against that. I have never heard these voices 
raised in protest. 

Do you have any stand manners monopoly at all, Mr. McDonnell ? 

Mr. McDonne tu. We are against monopoly, certainly. 

Mr. Patman. What is in your statement on monopoly ? With re- 
spect to the automobile industry, do you think that is a monopoly ? 

Mr. McDonnett. I think the automobile industry is no greater a 
monopoly than the UAW which represents labor in that industry. 

Mr. Parman. Let’s take the questions one at a time. What about 
the automobile industry? Do you feel that is an objectionable mono- 
poly or against the publio interest ? 

Mr. McDonne tt. I don’t think tt is a monopoly. These five com- 
panies in my opinion are in full competition with each other. 

Mr. Parman. My time is up. I will get back to you after a while, 
if I can. 

Mr. McDownne tt. I hope you do. 

The Cuatrman. Mr. McVey. 

Mr. McVey. I have no questions, Mr. Chairman. 

The Cuarrman. Mr. Multer. 

Mr. Mouurer. Thank you, Mr. Chairman. 

Mr. McDonnell, you know the statement you have read on behalf 
of the chamber of commerce is so different from what Mrs. Sullivan 
has told us about your own broad civic activities and background, 
I can only say the chamber of commerce was wise in picking you 
as its spokesman, because, as I say, your activity in your own com- 
munity is so different from the statement you have presented to us. 

Let me indicate to you what I have in mind. Among other things, 
the chamber of commerce is going to solve the problems that con- 
front us today because of this recession by urging what smacks of 
company unions and the old yellow-dog ¢ ontract. Surely you remem- 
ber, in the days when the employees were picking their employee 
representatives to bargain with their employers, the companies 
formed their own unions and foisted upon them company-union 
contracts which were certainly not good. 

Then at another point you indicate that the Chamber of Commerce 
approves the Federal Reserve policy of tight money, and in the very 
next paragraph you urge more liquidity by creating additional lend- 
ing power by loosening the amount of money and making more money 
available to the lenders of the country. 

TI think those are two inconsistencies, two inconsistent theories. 

Then you talk about public works, WPA, or PWA types of pro- 
grams. Not a single witness has urged any such program before 
us and everybody has agreed that these programs we are talking 
about today in the various bills before us are needed projects. Not 
make-work projects, but projects that are needed by every community. 

You talk about money being available to the municipalities and 
that the Federal Government shouldn’t make it available. 

In that connection, there seems to be about $314 billion of unused 
borrowing capacity in various municipalities, “State and local, 
throughout the country. But take the city of New York, for in- 
stance. We have reached our debt limit and unless the legislation 
passes increasing that debt limit, New York couldn’t do anything 
to get any help under the community facilities program. 





LEGISLATION TO RELIEVE UNEMPLOYMENT 685 


Yet the New York City representatives, Mr. Healey and I on this 

committee, are for this program because we think that other cities 
can—under this program should. The city of New York, I am sure 

you agree, because of its credit facilities and its good credit risk, is 
able to borrow on bonds at 2 percent and 214 percent interest. Even 
if we have our debt limit increased, New York wouldn't come down 
here and borrow any 3 percent money. But at the same time, cer- 
tainly you are not going to approve and the chamber of commerce 
isn’t going to approve the possibility of the localities and munici- 
palities getting 3 percent money on bonds that will be taxable as 
against 4 and 45¢ percent, reading from your statement on page 7, 
tax-exempt bonds. 

Surely you can’t approve that kind of borrowing as against the 
kind of temporary borrowing that is set up in this program. 

Now, while we are talking ‘about interest rate, in the last 6 ae 
the discount rate has been raised or had been raised by the Federal 
Reserve Board 4 times, is that not right, sir. 

Mr. McDonne tt. No, sir. 

Mr. Murer. Your own bank raised its interest rate at least 3 times 
in the last 6 months, did it not ? 

Mr. McDonne tt. Raised the rate? 

Mr. Mutter. Yes. 

Mr. McDonnetu. No; lowered it. 

Mr. Murer. Your bank, didn’t your bank raise the interest rate 
to your customers 4 

Mr. McDonnetu. Lowered the rate in the last 6 months. 

Mr. Murer. Each time the Federal Reserve Board raised the dis- 
count rate, your bank lowered interest rates? 

Mr. McDonnetv. In the last 6 months, the rates have not been 
raised, they have been lowered. 

Mr. Mutter. When were they raised 

Mr. McDonne tt. I am not saying they were raised. I am saying 
they have been lowered. 

Mr. Mutter. Let’s go back. Let’s go back. You are quite right. 
I misspoke myself. But let’s go back prior to the last 6-month period. 

As the Federal Reserve Board raised the discount rate from 1% 
percent to 314 percent, did your bank raise its interest rate each time? 

Mr. McDonNELL. Why certainly we did, because the price was going 
up in the market. 

Mr. Mutrer. Now, each _ the discount rate was lowered in the 
last. 6 months—and there were 4 such decreases—did your bank decrease 
its interest rate ? 

Mr. McDonnetit. Why certainly. 

Mr. Mcurer. Then your bank is to be congratulated because the 
other banks, particularly the big banks in New York didn’t follow 
along so fast. 

Mr. McDonnewu. I think you are probably mistaken about that. It 
has been my impression that the big banks in New York have been 
lowering their rates just like the banks in my section. 

Mr. Muurer. I can only recall one decrease in the rate by the New 
York banks in the last 6 months. 

Mr. McDonnetu. The prime rate in New York was 414 percent 6 
months ago, and it is 314 now, and that represents 2 distinct drops. 
The first time from 41% to 4. 
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Mr. Mourer. Two distinct drops? 

Mr. McDonnewv. Four and a half to 4, and then 4 to 31%4 

Mr. Murer. And at the same time the discount rate by the Federal 
Reserve Board was reduced 4 times ? 

Mr. McDonne wt. That is right, in smaller amounts, quarters and 
halves. 

Mr. Murer. What were the maximums and minimums in discount 
rate ? 

Mr. McDonne tt. The discount rate now is 134. 

Mr. Mutter. What was the highest? Three anda half? 

Mr. McDonne tu. No. 

Mr. Mutrer. The Federal Reserve discount rate. 

Mr. McDonneu. Well, it may have been. It may have been. 

Mr. Murrer. It was cut in half in 6 months, from 3% to 134, and the 
big banks in New York have dropped it from 414 to: 

Mr. McDonnett. The discount rate and the rate of money in the 
market are not exactly the same, they are two different things. 

Mr. Mutter. I agree they are two different things, but I think when 
we on this committee are told time and time again that the Federal 
Reserve Board is following the market, and not the market following 
the Federal Reserve Board, we have been misled. 

The history of that situation doesn’t gibe with that statement that 
has been made to us. 

I have used my time. 

Mr. McDonne tt. Mr. Chairman, there have been a lot of questions 
hurled at me and T don’t have a chance to answer them. 

Mr. Motrer. Mr. Chairman, Mr. McDonnell asked for an oppor- 
tunity to reply to some of the things which I have said. I request that 
he be per mitted to do so. 

The Cuatrman. You may reply. 

Mr. McDonneti. Mr. Multer spoke at one moment of our approving 
a tight money nollie Vv of the Fed on one point and easy money on the 
next. Monetary policy leans against the wind and should. During 
boom times it is a matter of restraint. In times of recession it 1s easy 
money and we approve of that flexible monetary policy. 

Now you speak of New York reaching its debt limit and its credit 
being perfectly good. Why shouldn’t the debt limit be raised if it can 
borrow money in the open market ? Its credit is perfectly good. 

As I stated a while ago, if you are going to let these debt limits local 
debt limits decide whether or not munic ate a should come “ the 
Federal Government for money, why then T dare say they will all 
lower their debt limits so they will get all their money here. 

Mr. Murer. If the municipality has reached its debt limit it can’t 
borrow under this program. 

Mr. McDonnetu. The State of New York can increase its debt limit. 

Mr. Murer. If you can convince the Republican legislature to give 
us that legislation. 

Mr. McDonnetu. You are in a matter of politics now and I am a 
banker and not a politician. 

The Cuatrman. Mr. Hiestand. 

Mr. Hrestanp. Mr. McDonnell, this is to advise you that I emphat- 
ically disagree with some of the criticisms of your statement. I believe 
that itisa ‘comprehensive and an able statement and I am particularly 
impressed with your attitude on taxes. 
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Could we sum up your attitude as to, shall we say, theory, by saying 
that you advocate an incentive tax: ition principle as against a punitive 
tax principle—incentive to expansion and creation of more jobs? 
That would take care of some of the unemployment ? 

Mr. McDonneu. That is exactly what I tried to express and you 
have used language which was better. 

Mr. Hrestanp. Thank you. 

Could you—and I gather from your statement that you have the 
conviction Federal spending -Government spending generally, but 
Federal spending on these major projects—is itself fundamentally 
inflationary? Do youagree that that isa fact? 

Mr. McDonneELL. Y es, sir, it is. 

Mr. Hiesranp. I am impressed because the thing we are trying to do 
here is to avoid the long-term inflationary swing. I mean some , of us. 
Most of us perhaps. Because both sides of the aisle condemn the 
general spiraling inflation. 

There are those who think that a little inflation is a good thing. I 
don’t happen to be among those. However, I am sure that the infla- 
tionary tendency is the greatest threat that this Nation faces and that 
the seeds of inflation are usually planted in recession; that the great 
projects that are being promoted can become inflationary right away 
and their effect will not be felt until their need has long since passed. 
Do you agree or do you care to comment ? 

Mr. McDonnetu. Yes, I do. 

I would like to say this, I think for the long-term threat, even in 
the midst of this recession, the long-term threat is inflation. 

During my lifetime I have witnessed some tr agic effects of inflation. 
When I was a soldier in France in 1918, I was a captain and my pay 

was $200 a month. They paid me in francs. I got a thousand francs 
for my pay. ‘Today if I were receiving $200 a month in France, I 
would be getting 84,000 francs. 

Now, if that same amount of depreciation should happen ‘to the 
American dollar where it would lose that value, that would mean a 
low-price car today would cost you $250,000, that a $100,000 life in- 
surance would keep a widow in a second class boarding house for about 
10 months, and $100 social security check would buy two pounds of 
hamburger. 

Now, I need not tell this committee what the effect. of that would 
have upon our American democratic institutions. You have seen what 
it has done to France. They have changed their government 26 times 
since the end of World War II. 

Mr. Hiestanp. Thank you very much. 

The Cuarrman. Mr. Addonizio. 

Mr. Apponizi1o. Thank you, Mr. Chairman. 

Mr. McDonnell, as I listened to your testimony, I received the im- 
pression that your position coinc ides in great measure with the present 
administration’s attitude. 

Now, this has been characterized by some newspaper columnists as 
a “wait and see” attitude. Am I correct in assuming that is your 
position ? 

Mr. McDonne tt. Our attitude is not a “wait and see” attitude and 
the gist of that is that we are recommending an immediate tax revi- 
sion and I understand the administration is against that. 
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Mr. Apponizio. Now, Mr. McDonnell, over the past several months 
I have been reading in the press, and I am sure that you have also, 
that this administration and also some of its spokesmen have indi- 
cated that, first of all, this recession would level off and there would 
be an upswing in March of this past year. Then we heard them tell 
us it will take place in April. Then again we saw that it was sup- 
posed to take effect this coming J une. 

Now, as of last week I believe Secretary of Commerce Weeks in- 
dicated that it would not take place until the fall, or in October. 

Now, do you think this could be characterized as a “prosperity is 
just around the corner” theme ? 

Mr. McDonnett. Well, I don’t think so and I think the administra- 
tion has made a mistake in making a specific forecast. As I said in 
my main testimony, forecasts are always dangerous and when you 
make a forecast as to a specific time when you are coming out, you 
are Out on a limb. I agree with you that that is another mistake, or 
it is a mistake the administration has made, in forecasting a definite 
time when we would come out of this. 

I do think that we are coming out of it and I think there are more 
favorable factors each day coming into the picture. I don’t think 
we are in for a prolonged, serious recession. 

Mr. Apponizio. Mr. McDonnell, you have a staff of economists 
in your organization, do you not / 

Mr. McDonne tt. I didn’t get the question, Mr. Addonizio. 

Mr. Apponizio. You have a staff of economists in your organiza- 
tion, do you not? 

Mr. McDonnetut. We do. We think they are pretty good, too. 

Mr. Apponizi1o. Do your views on the nature of the economic re- 
cession correspond with those of Dr. Schmidt of your staff? It seems 
he has been taking a little more pessimistic view than most of your 
members. 

Mr. McDonne tt. I believe Dr. Schmidt is in the room at this mo- 
ment and if you would like to bring him up here and interrogate him, 
I am sure he would be glad to testify, but I can’t—I will say this, I 
do agree with Dr. Schmidt on his theories as far as I know them to be. 
I don’t think he has taken too pessimistic a view about this thing. 
I think he would tell you, were he before you at this moment, that 
there are many signs that this thing is bottoming out, but I don’t 
think he would say it is going to bottom out on June 15 or May 20. 
He is not that foolish an economist. 

Mr. Apponizio. Thank you, Mr. Chairman. No more questions. 

The Cuarrman. Mr. Bass. 

Mr. Bass. Mr. McDonnell, I think you have made a very fine 
presentation. I am sorry I didn’t get in here in time to hear all of 
it, but I have looked over your statement and feel, both for myself 
and the other members of the committee that it will be very helpful 
to us in considering some of the measures before us. 

I am particularly impressed with your statement to the effect that 
inflation poses perhaps the most serious threat to the economy of this 
country today. You might be interested to know that in my State 
of New Hampshire, as I get around, the people are far more con- 
cerned about that than they are about this so-called recession. 
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The housewife, the older person on fixed income of one kind or 
another, is much concerned about the rising cost of living more than 
anything else. I get all kinds of letters asking me to do something to 
check this spiraling inflation and ever increasing cost of living. 

As you quite correctly point out, one way of incre: asing ‘this in- 
flation is by massive deficit financing. I think we in Congress have 
a duty to watch out and see that that does not happen. 

Now, my colleagues, Messrs. Multer and Patman, made long state- 
ments, putting words in your mouth and making certain interpret a- 
tions of your statement. You didn’t have a chance to answer them 
and I would be glad if you wish, Mr. McDonnell, to give e you the rest 
of my time to answer any point made earlier that you didn’t have a 
chance to answer. 

Mr. McDonnetu. Well, I would like to say this—and I think it 
should be said in defense of the banking business which seems to be 
on trial here this morning. 

The intimation is that the banking business is a highly subsidized 
business, it is a very profitable business, that all bankers are very 
rich and that something should be done about it. 

Now, the Federal Reserve figures show that over the last 25 years 
the average return on earnings—the average rate of earnings on 

capital funds of banks was 7.2 percent; that the average rate of re- 
cans on the leading manufacturing companies according to the De- 
partment of Commerce for the last 25 years is 11.3 percent. 

For the last 12 years, the postwar years, the average rate of return 
of earnings—the average rate of earnings on capital funds of banks 
has been 8.1 percent, and for the leading manufacturing companies, 
14.4 percent. 

In the very best years, banking makes about 8.5 percent on its money, 
814 to 9, and in the worst years it makes about 5. It never makes a lot 
of money. It operates within a narrow gage. Whenever you see a 
list of the 500 men in this country who have the highest incomes every 
year you will not find any commercial bankers in the list. It is not a 
high-profit industry by any means. 

Now, something has been said about our attitude about represent- 
ing only big business. Of course, that charge has been hurled at this 
organization before. 

As I said in my statement, 75 percent of our members live in towns 
of 50,000 or less. Seventy percent of our business firms employ 100 
people or less and they are all paying dues. They think we are repre- 
senting them adequately and when they begin to withdraw from the 
or ganization, because they think we are not representing small bus- 
iness, that is when.I am going to begin to worry about out attitude and 
our representation of small business, but not before then. 

Mr. Bass. Thank you very much, Mr. McDonnell. 

The CuatrmMan. Mrs. Sullivan. 

Mrs. Suntuivan. Mr. McDonnell, I am very happy to welcome you 
back under your new hat. 

Mr. McDonneELL. ee you. 

Mrs. Suttivan. The last time you appeared before us was as a 
banker and it was on the Financial Institutions Act. 

I would like to follow up with just one question on bank profit. 
You are aware, I know, that virtually all of our economic indicators 
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have declined substantially and most of them are still edging down- 
ward. The main exception, though, seems to be bank profits, and 
recent financial articles show that bank profits are still going up. 

Would you agree that bankers and the unemployed or the part-time 
employees are in completely different boats 

Mr. McDonnew. No. The figures are a little deceptive. The 
figures for the first quarter do show that the bank earnings in New 
York were up slightly over the same quarter last year, but you will 
find before this year is out that bank earnings are going to be less than 
they were last year. 

We are going to take our part of the sacrifice just like everybody 
else. 

As I indicated a moment ago, bank earnings do not fluctuate as 
widely as industrial earnings do. You have a company that might 
make 20 percent on its capital one year and then go down during the 
depression maybe to even taking a loss, but its average over the period 
of years would be much greater ‘than that in the b: inking business. 

Mrs. Sunuvan. Mr. McDonnell, the policy of your organization 
seems to oppose increased public works programs and an expanded 

Federal works expenditure program, because of their potential in- 
flationary dangers. 

Now, we all agree that inflation isn’t desirable. The Chamber of 
Commerce has no monopoly on its dislike of inflation, but what I can’t 
understand is that while you fear inflation, you don’t seem to fear the 
recession nearly as much. 

Wouldn’t you agree that an unemployed worker, or a worker work- 
ing only part-time would find this fear of inflation an academic thing? 
What he wants is a job and a living wage. Frankly, I can’t under- 
stand the organization’s lack of compassion for those who are seriously 
hurt by economic recession. 

Mr. McDonnexu. Well, we do have compassion for those who are 
unemployed and I tried to make that clear in my main statement. 
But we also have compassion for 62 million who are employed and we 
have compassion for the many millions who are living on fixed in- 
comes. The widows, the pensioners, and those who have a fixed income 
of that nature. 

We are disturbed over the prospect that in our solicitude toward the 
5 million who are unemployed, we take steps which in the long run will 
injure not only that 5 million, but the other 62 million who are em- 
ployed. We certainly are not insensitive to the hardships of unem- 
ployment but you will always have a certain amount of unemployment 
then in these recessions and I know of no way ina free enterprise system 
to have everything go up continuously all the time without some of 
these corrective processes. It is a part of our system and we can’t 
avoid it. 

Mrs. Sutiivan. Well, don’t you agree that something more definite 
in planning is needed when we think of what is going to h: appen to our 
future? With the new working generation coming up, with people 
living longer, and mechanized forces coming into the picture to take 
away the manual part of labor thereby creating more and more persons 
needing employment ? 

Mr. McDonnriu. Well I imagine you are speaking of automation. 
I know of no instance in the history of this country or any other where 
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improved mechanization or new machinery, new ways of doing things, 
have permanently displaced the labor force. 

It has always resulted in a bigger labor force in the long run. Now, 
automation will certainly displac e temporarily a certain number of 
workers, but in the long run it should mean more prosperity for all of 
our people. 

Mrs. Surtivan. My time is up. Thank you, Mr. McDonnell. 
Thank you, Mr. Chairman. 

The CuarrMan. Mr. Seely-Brown. 

Mr. Sreiy-Brown. Mr. McDonnell, would you agree with me that 
we are presently facing a very real consumers’ strike ? 

Mr. McDonnetu. I think you have a very clear evidence of a con- 
sumers’ strike. We have virtually that in the automobile business 
and the reason for it is this, that for 12 years now, management in 
the automobile industry has sat down at a bargaining table with 
labor and labor has demanded more pay, management has acceded and 
tacked it to the price and finally the little fellow, the consumer, who 
was not represented at that bargaining table has gone on a strike 
and said “The cars are just too high and we won’t buy them.” 

Mr. Srery-Brown. Would you also agree that not only is the price 
factor a very real part of that consumer strike, but certainly the 
psychological effect of uncertainty about the future also plays a part 
in that consumer resistance, is that correct ? 

Mr. McDonnetu. Well, certainly when a person feels he might be 
out of a job next month, he is certainly not going to turn in the old 
car and buy a new one at this time. He is going to wait and see. 

Mr. Seety-Brown. Would you also agree with me, sir, that any of 
the programs that come out of this Congress or subsequent Congresses 
regarding this problem, those programs are eventually going to have 
to be paid for, is that correct ? 

Mr. McDonnetu. Well, certainly. It is obvious. 

Mr. Srety-Brown. I think it is obvious. I want to make sure we 
agree on that. 

Do you also feel that as those programs are going to be paid for, 
everyone is going to pay his share of those programs and certainly 
the members of your organization are going to pay a very real share 
of whatever program we come up with, isn’t that correct ? 

Mr. McDonne tu. Certainly. The Federal Government creates no 
wealth, it just takes wealth from the people and it has to be paid for. 

Mr. Sretey-Brown. The reason I am saying this, sir, is to build 
up to my final question, and that is this, that since we are going to 
have to pay for all these programs eventu: ally, might it not be cheaper 
in the long run and more effective as an immediate remedy to provide 
more help for more people more quickly than anything else if we 
have what I would call a real reduction in prices, possibly stimulated 
by Uncle Sam’s willingness to get rid of the excise taxes, which I for 
one would support ? 

Mr. McDonnett. That has been the classical way to end the reces- 
sion. If you quit buying, you reduce your price down to the point 
where they will buy and that is what we do in the banking business, 
if you please. 

We have reduced our pr ice to where people will borrow our money. 
If we didn’t reduce the price, we would have unemployed dollars. 
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Mr. Srety-Brown. Do you think if Congress got rid of the taxes 
that would be one area—because obviously Congress can’t legislate 
lower prices, but if the Congress should in its wisdom reduce the 
excise taxes as an indication of one method of starting, if you will, 
a spiral in that direction, don’t you think that that might encourage 
some of our basic industries to lower the price to the extent that people 
would start buying the goods and as the shelves were emptied, more 
people would go back to work ? 

Mr. McDonneut. As I stated in my main testimony, the chamber is 
very strongly in favor of doing something about excise taxes. Es- 
pecially these wartime increases whic h were put on there 16 years ago 
or something like that. They were put on “just for the war,” and 
they are still there. 

If you eliminate those, it should come right off of the price of the 
product because it is a clear reduction. 

But I would say this, if we are going to do it, we better get on with 
it, because as long as you hold out the hope that the excise tax is 
going to be eliminated, people are going to withhold buying so that 
they can take advantage of it. If you just talk about it for months 
and months, you arrive at a net loss because of that delay. 

Mr. Srery-Brown. Wouldn’t it be a perfectly sound proposition 
that if you can lower your prices—and I say prices, not wages—if 
you can lower your prices and increase the volume of your sales, you 
certainly put more people back to work more quickly than possibly 
by any governmental action you can think of at the moment ¢ 

Mr. McDonnewx. I think’ it would certainly be an immediate 
stimulant. 

Mr. Seety-Brown. Thank you, Mr. Chairman. 

The Cuatrman. Mrs. Griffiths. 

Mrs. Grirrirus. Thank you very much, Mr. Chairman. 

Mr. McDonnell, I am sorry I didn’t hear your speech, but I have 
a question I would like to ask you. I represent a part of the city of 
Detroit. Unemployment in the city of Detroit this morning stands 
at more than 18 percent of the total work force. The total trust fund 
of the unemployment compensation commission is less than $200 mil- 
lion at the present time. I believe the payroll of the city of Detroit 
alone in full employment is more than $40 million a week. So you see 
we are looking for the signs of recovery. 

Would you care to point out those things which you believe are 
signs of a lifting of the recession 

“Mr. McDonnetu. Yes. 

Machine tool orders are up. That is a very fine indicator of the 
economy. The steel production has quit going down. I think the 
last two reports showed a very slight increase. 

Veterans’ Administration and FHA applications are on the increase. 
The housing situation looks better. 

We have easing money. The rates, as have been pointed out, are 
much lower than they were. Now, these are not all the factors. All 
the factors are not good yet, but for the first time we are getting some 
good factors to show up in this situation. 

Of course, your situation in Detroit is a special one, and it is a 
severe one. It is going to take, in my opinion, Detroit longer to come 
out of this recession than it will St. Louis or San Francisco, or Dallas, 





LEGISLATION TO RELIEVE UNEMPLOYMENT 693 


Tex., because the situation is a special one. I think that the best 
thing that could happen in the automobile industry would be for man- 
agement and labor to declare a moratorium on this price-wage spiral. 
I think if you raise the wages of the automobile workers again, it is 
just going to create not less unemploy ment—not more employment, but 
less employment. 

Mrs. Grirrirus. Mr. Reuther appeared before this committee last 
week; and he pointed out, as I am sure you know, that the unions 
offered to take into consideration a reduction in wages if the automo- 
tive factories would reduce the price of cars, and that has been turned 
down. 

Mr. McDonne tt. I am not familiar with that. I don’t know how 
much of a reduction he was talking about, and I am sure that the 
automobile management is disturbed over the possibility that labor 
might be demanding a voice in the pricing of its product, which they 
consider an exclusive role of management. 

Mrs. Grirrirus. Would you feel that the increase in steel produc- 
tion has been caused in any way by the housing bill passed by this 
Congress ¢ 

Mr. McDonneu. It may well have been; yes. It might have been. 
[ haven’t thought of that. 

Mrs. Grirrirus. Would you think that would be any reason for the 
Congress going into additional public-works programs or additional 
lending progr ams ¢ 

Mr. McDonne.u. If you are speaking specifically of one of these 
bills that I have discussed here, I don’t think I would change my opin- 
ion because of that. 

Mrs. GrirrirHs. Has the Chamber of Commerce made any study 
of the effect of automation upon the loss of jobs ? 

Mr. McDonne t. I can’t say whether we have made a specific study 
of that. It is my impression that we either have or are making one at 
this time, but I am not sufficiently familiar with it to talk about it 
except in general terms. 

Mrs. Grirrirus. Will you assume that part of the responsibility of 
the management of a plant is to retrain people who have lost their 
jobs through automation ¢ 

Mr. McDonne tt. I think management would be very much inter- 
ested in that; yes. I happen to know of some cases where it has taken 
a great interest in it and is engaged in retraining of employees. 

Mrs. Grirrirus. Well, they are to be commended because we have 
learned that no one is doing anything much. Management hasn’t done 
anything too much; very little interest has been shown by most gov- 
ernmental units. It results ina real problem. 

I think I might point out to you, Mr. McDonnell, that in New York 
last week, housing starts declined, not increased, that steel, for instance, 
is up only six- sevenths of 1 percent, and I believe thig morning's Wall 
Street Journal shows this morning they anticipate not increasing 
orders, but declines. 

Mr. McDonnetu. Well, that may be true in New York. 

Mrs. Grirrirus. Not in New York, but throughout the steel 
industry. 

Mr. McDonnett. I was speaking, of course, of the country as a 
whole when I said VA and FHA applications are up, and not of any 
particular locality. 
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Mr. Berrs. Would the gentleman yield ? 

Mr. Brown. Mr. Henderson. 

Mr. Henpverson. I will be glad to yield to Mr. Betts. 

Mr. Bervs. As I recall, Mr. Reuther said that if the automobile in- 
dustry would reduce the price of cars, the union would take that into 
consideration in their next negotiations. He didn’t say they would 
lower their wages. 

Mr. Mutter. If you will yield to me, I think his statement was that 
they were prepared to sit down and negotiate. He didn’t have any 
fixed formula, but what he wanted to do was sit down and negotiate 
on the basis of cutting prices and keeping wages where they were, on 
the theory that the profits of the automobile “industry have gone up 
much higher than the wage increases and you could cut back the price 
without cutting back on wages, but he said it was a matter for negotia- 
tion and the automobile manufacturers refused to negotiate. 

Mr. Berrs. He didn’t say he would reduce the wages, though. 

Mr. Mutter. Oh, no, certainly not. He said he would negotiate. 

Mr. Brown. Mr. Henderson. 

Mr. Henperson. Mr. McDonnell, do you characterize part of this 
recession as a buyers’ resistance. Is that the cause of it / 

Mr. McDonne tt. I think some of it is due to that; yes, in durable 
goods. 

Mr. Henverson. Can you explain what there is about our economy, 
that business has not responded to the buyers’ resistance by reduction 
of prices ? 

Mr. McDonne tt. Well, business has been helpless aaginst the powe1 
of labor unions to demand and get an increase every year, regardless 
of an increase in productivity. 

Mr. Henperson. By that you mean an automatic cost-of-living in- 
crease ? 

Mr. McDonnetu. The automatic increases. I think it is a great 
mistake that those contracts—I am not talking about automatic cost of 
living so much, that is one thing, but the automatic increases, reg: _ 
less of productivity, I think is a great mistake on the part of labor : 
well as management for those to ever be signed. 

Mr. Henverson. Do you think there has been some easy bargaining 
in past years / 

Mr. McDonne tt. I think we have all had it too easy during the 
boom. It is always that way. That is the reason we run into these 
things. We have it so good we get lax, we don’t bargain hard, we 
don’t sell hard, and the first thing you know, we run into one of these 
recessions. 

That has been the historical story and that is where we are now. 
Mr. Henverson. In the tax revision that you have advocated do I 
understand that to be the Sadlak-Herlong bill that is before the Ways 

and Means Committee ? 

Mr. McDonne tt. No, not exactly. Ours is somewhat different from 
that, but it is very similar to it. 

Mr. Henperson. What are the points of difference, can you tell us? 
The 1 major, or 2 points of difference. 

Mr. McDonnett. I would say the differences are rather inconse- 
quential. I haven’t kept up enough with the details. 

Mr. Henperson. But the philosophy of the Sadlak-Herlong— 
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Mr. McDonnett. The philosophy of that bill and our philosophy is 
the same and that is that you must increase incentives to invest, to 
provide new jobs and if you destroy that by a tax program th: at it 
is not only punitive, but very short- sighted. 

Mr. Henperson. What is the attitude of your organization with 
regard to some of the tax proposals giving relief to small business 
that have been introduced? I think there have been a series of them. 

Mr. McDonnetu. I think I mentioned that in my main statement. 
I will be glad to repeat them: 


1. Allow an individual to deduct any loss on small-business stock as an ordi- 
nary loss rather thana —— loss. 


And put some limit, say $50, on him. 


2. Allow all accelerated Seat formulas in the 1954 code to be extended 
to used property acquired after 1957. 

Whereas now it is only new properties. 

Mr. Henperson. But you do not favor any special tax rates for 
small business ? 

Mr. McDonnetu. No. 

Another one is that shareholders of a small business or corporation 
could elect to be taxed as partnership where it is closely held and then 
estate taxes in a closely held corporation be paid over a period of 10 
years so they don’t have to liquidate that corporation in order to carry 
on their business. 

Mr. Henpverson. Thank you very much, Mr. McDonnell. Thank 
you, Mr. Chairman. 

Mr. brown. Mr. Anderson. 

Mr. Anperson. Mr. McDonnell, it seems to me your testimony is so 
full of holes and inconsistencies that I would like to have 5 hours to 
question you rather than the 5 minutes that I have. 

First, I would like to refer to your colloquy with Mrs. Griffiths. A 
minute ago you said that housing looked like a hopeful area. 

I would like to point out to you ‘that the se: asonally adjusted annual 
rate of housing starts for March, the last month for which full figures 
are available, declined to 880,000. This is the lowest annual rate, I 
believe, since early 1949, and it is below the actual production in 
1925 when our population was far smaller. 

Now, I have some questions I would like to ask you, Mr. McDonnell. 

Do you approve of the principle of social security benefits to assure 
security on retirement ? 

Mr. McDonnett. Certainly. 

Mr. Anprerson. What was the position of the National Chamber 
when Congress was initially considering social security legislation ? 

Mr. McDonne tt. I can’t answer that. I was a pretty young man 
then. 

Mr. Anperson. Don’t you have here on your staff any people who 

can tell you whether the Chamber of Commerce favored or opposed 
social security ? 

Mr. McDonneu.. If they did, they made a mistake. We have 
made mistakes just like anyone else. We don’t claim to be perfect. 

Mr. Anperson. How about unemployment compensation? Don’t 
you think that this is an essential program, not only to keep employed 
workers from relief, but also to provide—— 
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Mr. McDonne tt. Yes, if it is done at the State level and as long 
as it is an insured plan, as unemployment assurance rather than any 
dole. 

Mr. Anperson. What was the position of the National Chamber 
of Commerce when unemployment insurance was first proposed ? 

Mr. McDownnett. I am not prepared to state. If we opposed it, 
we probably made a mistake. 

Mr. Anperson. And you don’t want to call any of your staff to tell 
you about it ? 

Mr. McDonne tt. I will be glad to submit a memorandum to this 
committee for future use. 

Mr. Mutter. Mr. Anderson, will you yield ? 

Mr. Anverson. I yield. 

Mr. Mctrer. The record shows the United States Chamber of 
Commerce opposed both programs, labeling them socialistic. 

Mr. Anpverson. How about insurance of savings banks and savings 
and loan associations through the FDIC and the Federal Savings and 
Loan Insurance Corporation? Don’t you think they are bulwarks 
against runs on banks? 

Mr. McDonne tt. Yes, sir. 

Mr. Anperson. What was the position of the National Chamber 
of Commerce when this was first brought out ? 

Mr. McDonne tt. I will let Mr. Multer, who seems to be more of 
an expert on this than I am, answer that. 

Mr. Motrer. I think the record shows the same opposition on the 
grounds these were socialistic schemes. 

Mr. McDonnetu. The record shows Bill McDonnell was for them. 

Mr. Awnperson. But today you are testifying for the National 
Chamber of Commerce and not Bill McDonnell. 

I could go on to point out that the progressive income tax whose 
beneficent effect on recessions is referred to on pages 3 and 4 of your 
statement, was violently opposed by your organization. If you were 
receiving advice from someone I think you ‘would go back and look 
at their record of fallability or infallability in the past. 

It seems to me in the fields which are being considered here today, 
that the record of your organization has been pretty sterile and 
negative. Your organization—I am not speaking of you, Mr. Mc- 
Donnell, but of your organization, has violently opposed any of these 
new programs, no matter how much they were needed. 

Then a few years later when they became an accepted and respect- 
able part of our legislative program, your organization has accepted 
them only with most grudging reluctance. “Personally T question 
whether the National Chamber of Commerce has yet been dragged into 
the 20th century in these fields—protesting and resisting as it has 
been to all of these major social and economic reforms. 

I have no further questions. If you have any comments, I would 
be glad to hear them. 

Mr. McDonne tu. Well, I would say that most business organiza- 
tions are conservative organizations. They are resisting and will 
continue to resist big government. We believe in limited government 

rather than unlimited government. Many of these proposals would 
simply make everyone come to Washington for everything. 

As far as the past record of the chamber is concerned, it stands 
there for all to see. I hope you gentlemen have enough confidence in 
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our leadership today to feel that during the years ahead we will help 
the country to face up to real issues. 

Mr. Anprerson. My time has expired, Mr. McDonnell. I want to 
assure you that I am speaking on the basis of policies and facts and 
there is nothing per sonal in my questions or statements. 

Mr. McDonneE ut. I have taken no offense at all. I thank you very 
much. 

Mr. Brown. Mr. Breeding. 

Mr. Breepine. Thank you, Mr. Chairman. 

Mr. McDonnell, in your answer to Mr. Seely-Brown a bit ago I 
believe you made a statement about labor and the price of cars. 

Did you say that all the increased costs of an automobile today 
are caused by the demands of labor? 

Mr. McDonnetu. No, I didn’t mean that, at all, but I say when you 
consider the labor that goes into a car and the labor that goes into 
steel out of which a car is principally made, and the labor that goes 
into the tires and everything else, that labor in general has been 
very, very predominant factor in the raising of the prices. It had 
to be. 

Mr. Breepina. I believe in 1956 and again in 1957, that General 
Motors showed a profit of approximately $1 billion. That was the 
reason for the question. I know that there is some profit taking 
as well as demands of labor. 

Mr. McDonnett. General Motors has been a highly profitable 
business. I agree with you. 

Mr. Breepina. I take it, Mr. McDonnell, that you believe in a 
balanced economy ? 

Mr. McDonne tt. I certainly do. 

Mr. Breeprne. In the case of agriculture where income is down 
20 percent and the costs of operation are up 25 percent to 30 percent, 
this has only one ending and that is bankruptcy for many farmers. 

Do you think that the recession can be cured without restor ing agri- 
culture’s purchasing power ? 

Mr. McDonne tu. Well, of course, the agricultural problem is one 
with which we have been struggling in this country as long as I can 
remember. It is a matter of the farmer just almost being too efficient. 
One farmer with a tractor and mechanical equipment today can raise 
as much as 8, 10, 15—I don’t know what it is formerly. Certainly 
the purchasing power of the farmer is a very important factor in 
our problem. His main problem is not so much what he has been 
getting for his product on the farm as what he has had to pay for 
the things he buys, and that gets back to this wage-price spiral we 
have been ti alking about. 

Mr. Breepine. Of course, the drop of 22 cents per bushel on wheat 
this year is quite a factor in your State as well as mine. 

Mr. McDonnetu. Yes, itis. I happen to bea — nonresident 
cotton farmer and am primarily interested in cotton. I am quite 
interested in what happens to cotton. 

Mr. Breepine. I live in one of the largest wheat-producing dis- 
tricts in America. 22 cents a bushel drop 1s quite an economic fac - 
because it will cost my State approximately $250 million this yea 

Mr. McDonnell, I find your appearance on inflation quite incom- 
prehensible. Anyone should know goods are not scarce, just the 
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opposite. Sales are declining, production is falling, ees is 
still rising. In the face of all cheese things, let me ask you bluntly just 
how many millions of people would have to be unemployed before 
you would decide that governmental action is necessary 

Mr. McDonnewu. I haven’t said that governmental action is not 
necessary. I have said this, that a lot of ‘these governmental actions 
should be taken at the State level. There is no difference of opinion. 
It is a difference as to the problem and the severity of it. If we differ, 
we differ only on the manner of solution. I do not think the States 
should abdicate their sovereignty and their self-reliance entirely. 

Mr. Breepine. We are having trouble in Kansas trying to find 
enough money to operate schools and our various systems of Govern- 
ment. It seems like it would be impossible for my State at the present 
time to come up with increased unemployment compensation pay- 
ments. However, we are not seriously affected yet because we have 
a fairly good unemployment compensation law. 

I would like to go back again to car dealers since it is quite a prob- 
lem in my district. The car dealers of my area are flooded with new 

cars. Long trades are being made. In general they are having a 
hard time making a profit and the future looks dark. What can be 
done to restore the buying power of Mr. and Mrs. America so that 
these surpluses as well as other surpluses can be utilized. 

Mr. McDonne tu. The best thing that could be done is to revise 
the tax structure so that you not only give relief from that terriflic 
burden, but also bring some new incentive capital into the markets? 

Mr. Breepinc. How much of a tax reduction do you advocate? 

Mr. McDonnetu. We advocate over the long pull, the long-range 
program, we advocate that the low limit be 15 percent on personal 
income taxes and the high limit be 60 percent. We advocate that by 
gradual steps the corporation tax should be reduced to 40 percent. 

Mr. Breepinc. A few days ago the Committee on Economic De- 
velopment testified here for a 20 percent tax cut across the board for 
individual incomes. Do you agree with that? 

Mr. McDonnett. The Committee on Economic Development’s pro- 
gram, as I understand it, is 20 percent across the board with a definite 
time limit, a termination limit of March 1959. The chamber does not 
agree with that philosophy. We think that tax reduction should not 
be made simply as a stop-gap; that any tax reduction should be a part 
of a long-range revision program. 

Mr. ‘Bre EDING. Thank you, Mr. McDonnell. Thank you, Mr. 
Chairman. 

Mr. Brown. Mr. Widnall. 

Mr. Wipnaty. Thank you, Mr. Chairman. 

Mr. McDonnell, if I were to ask the type question my colleague, 
Congressman Anderson, has, if he was before me on the witness stand, 
I would ask him does he believe in what the Democratic Party of 
the South believes in? It is the same type of attack I think when 
he is asking you those questions. 

In your chart at page 7 





Mr. Motrer. Will you yield, Mr. Widnall ? 

Mr. Wipnat. I yield. 

Mr. Morrer. I think then General Anderson would ask right back, 
“Do you believe in that same policy?” 
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Mr. Wipnat. In your chart on page 7, item 14, you point out public 
schools would be made eligible for Federal loan assistance. Under 
the revision of H. R. 11474, for the community facilities program. 
You also comment further on this on page 8. 

I think you are right in emphasizing this would be quite a school 
bill. Over on the Senate side the witness for the Investment Bankers 
Association put a tabulation in the record showing that of 
$1,684,299,000 State and municipal bonds sold in January-February 
1958, that $584,444,000 were issued for educational purposes. In 
other words, over 32 percent went for school purposes. 

If we have a $2 billion loan program, we can expect some $650 
million of that would go for education. Wouldn’t you suspect that an 
educational loan program of that size might give us a little trouble 
if the bill ever got to the floor of the House ? 

Mr, McDonnewu. Well, I think if the educational people of this 
country knew there was $2 billion here to be spent, and some of it 
would be spent for education, they would certainly be in here in great 
numbers to get their share because they are very active and they 
should be, because education is a serious problem and I don’t think 
enough money is spent on education in this country at the present 
time. 

Mr. Wipnaty. Mr. McDonnell, I have been a friend of the educa- 
tional] construction program and have voted for it in the past when 
it has come before the House for action. The Education and Labor 
Committee has a school construction program before it at the present 
time. 

Don't you feel that this proposal is in conflict with the jurisdiction 
of that committee? 

Mr. McDonnetu. Well, that is the trouble with this. It covers 
everything in the whole spectrum of community facilities and it is a 
sort of a catchall thing and it would certainly interfere with specific 
proposals as they come before the Congress. 

Mr. Wipnatt. In other words, it would pattern for us for the fu- 
ture, a program where our municipalities would come to the Federal 
Government for all of their borrowing. 

Mr. McDonne tw. It could very easily lead to that, yes. 

Mr. Wipnatt. That is all, thank you. 

Mr. Brown. Mr. Multer. 

Mr. Motrer. Mr. Chairman, I understand there will be no time 
for any further questions. 

May I then simply say to Mr. McDonnell, I don’t want him to carry 
away the thought that I am against banks, banking or bankers. 

Mr. Brown. Mr. McDonnell, thank you very much for your tes- 
timony. You have had wide experience in many fields. I am glad 
to know you are a cotton farmer. Maybe we can get more acres for 
the cotton farmer next year. 

The committee now stands adjourned until 10 o’clock tomorrow 
morning. 

(Whereupon, at 12:20 p. m., the committee adjourned until 10 
a.m., Wednesday, May 7, 1958.) 
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WEDNESDAY, MAY 7, 1958 


House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met, pursuant to adjournment, at 10 a. m., the Hon. 
Paul Brown, presiding. 

Present : Mesars. Brown (presiding), Patman, Multer, Addonizio, 
Barrett, Mrs. Sullivan, Mrs. Griffiths, Messrs. Anderson, Breeding, 
Talle, Kilburn, Widnall, Mumma, Hiestand, Bass, and Seely- Brown. 

Mr. Brown. The committee will come to order. 

Have you a written statement ? 

Mr. Scunirzuer. Yes, I do, sir. 

Mr. Brown. You may identify yourself and proceed. 


STATEMENT OF WILLIAM F. SCHNITZLER, SECRETARY-TREAS- 
URER, AMERICAN FEDERATION OF LABOR AND CONGRESS OF 
INDUSTRIAL ORGANIZATIONS, ACCOMPANIED BY ANDREW J. 
BIEMILLER, DIRECTOR, DEPARTMENT OF LEGISLATION, AND 
FRANK FERNBACH, ECONOMIST 


Mr. Scunirzter. Mr. Chairman, I deeply appreciate this oppor- 
tunity to appear before your committee this morning. I would like 
to introduce two associates of mine, the director of our legislative 
department, Andrew Biemiller, and a representative of our research 
department, Frank Fernbach. 

[ am grateful for this opportunity to appear before you to present 
the viewpoint of the American Federation of Labor and Congress 
of Industrial Organizations about what must be done to meet the cur- 
rent unemployment crisis and to encourage the stability and growth of 
the American economy for the years that Tie ahead. 

It is my intention to devote most of my remarks to the specific 
bills now before this committee and about which you are deliberating. 
However, I would also like to make a few observations about the 
nature of the present economic decline and the activities we feel the 
Federal Government should now be undertaking in order to end it 
quickly. 

If the public has been encouraged to believe that the report last 
week of an unemployment dro of 78,000 from mid-March to mid- 
April means that recovery is yt ee Bie on the way, it is being deluded 
by the statistics. On the contrary, when seasonal factors are taken 
into account, unemployment actually has worsened. Normally the 
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number of jobless is expected to decline by 200,000 to 300,000 between 
March and April. 

Actually, the drop this year was hardly a third of this normally 
expected total. Asa consequence, the seasonally adjusted unemploy- 
ment rate now stands at a postwar high of 7.5 percent of the labor 
force in comparison with the 7 percent rate in March and a 4 percent 

rate in April a year ago. 

Furthermore, in addition to the wholly unemployed, another 314 
million Americans are involuntarily working less than a full work- 
week. The underemployment of these people adds the economic 
equivalent of another 1.3 million persons to the jobless total and 
raises the economic unemployment rate to the equivalent of at least 
9 percent of the labor force. 

If the job outlook continues to be bleak—and it is now worse than 
at any time since the end of World War II—this fact is simply a reflec- 
tion of the continuing weakness in all segments of the American 
economy. 

Since the recession started last summer, production and purchasing 
power as well as employment have been dropping month by month. 
Total industrial production has fallen almost 12 percent. The output 
of steel continues to hover at about 50 percent of the capacity of that 
industry to produce. Automobile output in the first 4 months of 1958 
was almost 800,000 under the level of a year ago. 

The annual rate of new housing starts continues at less than a mil 
lion units despite the recent stimulus of accelerated Federal] aid and 
the value of new construction contracts of all kinds is now about 12 
percent below the level of a year ago. 

Inevitably, personal incomes are also beginning to fall. Between 
August 1957 and March of this year, total wage and salary income 
dropped by a yearly rate of $8.7 billion, and less than one-fourth 
of this decline has been offset by unemployment insurance benefits. 
It has been estimated that the well-being of 2 out of every 5 American 
families has already been touched in one way or another by the impact 
of this recession. 

With about 30 percent of our industrial capacity now idle and in- 
vestment in new plants and equipment naturally slowing down, it is 
now generally agreed that a rise in consumer spending is essential to 
spur recovery and restore the boom. Yet, despite this need, retail 
sales are also going down. Thus, it appears that the recession is now 
beginning to feed upon itself. It is at this stage that the downturn— 
unless checked by immediate action—could sink deeper and become 
a prolonged depression. 

It is important to point out that even if the most optimistic predic- 
tions about an upturn by autumn do come true—and we fervently 
hope that action will now be taken to justify this optimism—a very 
high level of unemployment will inevitably continue throughout the 
winter of 1958-59, and perhaps beyond. We must alw ays remember 
that production rises faster than employ ment during a business upturn. 

Furthermore, our labor force is not a static thing: it grows as our 
population of working age expands. Even if within 6 or 9 months 
the economy actually returns to the production level of the summer of 
1957, the job deficit will still be most severe. 

Naturally, we of the labor movement think first of the tragedy that 
affects the lives of men, women, and children when we contemplate the 
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impact of mass unemployment. But, more than even the desperate 
physical needs of millions of persons is involved ; there is also the sense 
of hopelessness and frustration which prolonged unemployment in- 
evitably induces. There is no statistic that can ever measure in dollar 
costs the loss of self-confidence and the anguish which unemployment 
brings. 

In terms of sheer physical loss, the cost of this recession already 
adds up to billions of dollars of lost production when measured against 
the goods and services America could have produced if our normal 
rate of growth had been maintained. We are now losing output at an 
annual rate of at least $25 billion to $30 billion a year. © 

In steel alone, this recession is already robbing the Nation of over 
a million tons a week—just imagine what the prevention of this loss 
might have meant to America in terms of more schools and homes and 
vitally needed buildings and commodities of all kinds. 

However, the major cost of this recession can neither be measured 
in terms of the statistics on unemployment nor of the wealth we could 
be producing, but are not. 

To my mind, the greatest cost is its unfortunate impact upon the 
prestige of the United States around the world. Declining demand 
for raw materials here at home is already reducing the output level 
and selling price of the commodities in the underdeveloped countries 
overseas that produce and normally supply us with many of them. 

At precisely the time that the United States is seeking to strengthen 
the economies of these nations and to build their allegiance to free- 
dom’s cause, our homegrown recession is dangerously weakening the 
effectiveness of our foreign policy objectives. 

Furthermore, our recession is being pointed to by the Soviet bloc 
to support its propaganda that communism is winning the cold war 
in the economic field. While our industrial output has admittedly 
gone down by about 12 percent during the course of the year, the 
Russians boast that their output has increased by almost that amount. 

In the face of these grim facts, how is it possible that there are still 
those in Washington who argue that the odors! Government must still 
wait and see before acting vigorously to end this unnecessary re- 
cession ? 

It is clear to us, as I am sure it is to this committee, that the respon- 
sibility of the Federal Government to act decisively is even greater 
today than when the Congress recognized its responsibility to aid the 
jobless by the passage of the Employment Act of 1946. 

Yet, there are those in both the Congress and in the administration 
who still shudder at the thought of taking affirmative action to restore 
the economy lest it encourage inflation, they say. On the other hand, 
these same people did little or nothing to stop inflation during the 
years when it was building up. 

In the face of this strange behavior, perhaps you can understand why 
the thought arises that some of our more comfortably situated citizens 
may not believe that a depression is, in fact, such an evil thing. 

Concern about inflation in the future is just no valid excuse for 
failing to meet the tragedy of recession which Americans face today. 
Recently, Dr. Arthur Burns, former Chairman of the President’s 
Council of Economic Advisers, properly pointed out that: 

“Much good can come from recognizing our mistaken tolerance of 
inflation in the past. But it will come by taking resolute steps for 
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dealing with inflation in the future, not by reducing our willingness 
to curb recession today.” 

What, then, must be done to help set America on the right road once 
again ? 

“First of all, we must immediately extend unemployment compensa- 
tion benefit durations and coverage to all those who are alre: + the 
victims of unemployment. Only in this way can these unfortunate 
families—50,000 of whom are now exhausting their benefits every 
week—meet their minimum living needs. 

At the same time, a substantial and immediate cut in income tax 
levies, particularly as they affect the burden of moderate and lower 
income families, must be undertaken. This action, which more and 
more prominent Americans are now urging, would immediately stimu- 
Jate consumer buying and help send the ‘jobless back to work. 

While I am aware that action on these two measures is not within 
the purview of this committee, they are the keystone of any effective 
governmental program to end the downturn and restore prosperity. 
Your understanding and cooperation are vital to securing congres- 
sional support. 

In addition, a much greater effort to spur public works construc- 
tion is now needed. America needs a v: astly accelerated program for 
the construction of public facilities of all kinds—because of our ex- 
plosive population growth, the curtailment of building during war- 
time, and because of the special problems of our mushrooming met - 
ropolitan areas in which almost two-thirds of our population now 
live on about 7 percent of our land area. These needs, I am sure, 
are well known to all the members of this committee. 

Have not events now revealed that rejection of the Federal School 
Construction Act by the Congress just about a year ago was indeed a 
national misfortune? Think of the children who would have been 
served and of the jobs which would have been created if we had but 
enacted this enlightened legislation proposal. The only greater 
tragedy is that the administration—even in the midst of this reces- 
sion—appears to have entirely abandoned its interest in its own Fed- 
eral school construction proposal. 

Furthermore, Americans still need more hospitals, water and sewer- 
age facilities, recreational centers, slum clearance, public housing, 
and billions of dollars worth of other essential public facilities, in 
addition to more and better highways. 

Of course, projects that can be speedily initiated are particularly 
important to help alleviate unemployment quickly. Yet, it is short- 
sighted, indeed, to reject a vast extension of public works now sim- 
ply because some of these — akings cannot be fully implemented 
in less than 9 months or a year. There can be no certainty, in the 
first place, that the jobs aa will not be needed 1 year hence. 

Furthermore, these public projects are vitally needed in their own 

right—they are essential to American progress and growth. 

Our children need more schools and we must have them; Americans 
need more hospitals, and we must have them. The criteria must not 
solely be the speed with which they can be constructed, but, in addi- 
tion, the extent of our national need. 

Of course, we urge support by this committee of a strong com- 
munity facilities bill, and then, its speedy enactment. 
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Achievement of the objectives of H. R. 11474, introduced by Chair- 
man Brent Spence, and H. R. 11272, introduced by Congressman 
Albert Rains, 1s v itally important even though we feel that these bills 
alone will in no sense meet the entire need for accelerated Federal 
public works construction. 

As your committee deliberates about the varied details of these 
excellent bills, it is our hope that you will truly spur community fa- 
cilities construction by authorizing the maximum possible amount for 
Federal loans to the communities across the country that want and 
need them, and at the lowest feasible interest cost. 

While the speedy enactment of a strong community facilities bill 
will spur ples ment, we must not lose sight of its additional long- 
range value, too, in helping scores of communities that have been 
unable to obtain loans for essential public construction at reasonable 
cost, through no fault of their own. 

Because of the importance of this kind of aid, we favor the grant- 
ing of community facilities loans on the basis of need without refer- 
ence to a specific current level of local unemployment. 

Furthermore, it is our view that since Federal financial assistance 
would be provided, it is appropriate that the workers employed should 
be properly protected by application of Federal minimum labor 
standards including the usual Davis-Bacon Act provisions to safe- 
guard established wages and working standards. We urge the com- 
mittee to make the necessary amendments to bring this about. 

In addition to abe mye action on taxes, unemployment compensa- 
tion, and public works, there is much more that needs to be done to end 
this recession and to encourage the stable growth of the American 
economy. 

Almost everyone now agrees that family spending must be substan- 
tially raised in order to end the business downturn and restore the 
boom. In fact, one of the major reasons why this recession has over- 
taken us has been the growing imbalance between America’s capacity 
to produce and the : ability of our families to consume. 

While between 1955 and 1957 this Nation was investing more than 
$100 billion in new plants and equipment and thus tremendously in- 
creasing our capacity to produce, we were failing to adequately raise 
the income levels of millions of lower income families and thus in- 
crease their capacity to consume. 

According to recent statistics provided by the Department of Com- 
merce, in 1957 the 7.8 million American families with incomes under 
$2,000—14 percent of the total—shared less than $10 billion of our 
national income—hardly 3 percent of the total. On the other hand, 
the 2.2 million families with incomes exceeding $15,000—4 percent 
of the total—received $59 billion, about 18 percent of the income 
total. 

To end this recession and create the basis for sustained economic 
growth, surely the incomes of millions of Americans must be raised 
immediately. Therefore, we also support immediate improvement in 
our Federal social security system in the manner proposed by a bill 
introduced by Congressman Forand. We also support an immediate 
increase in F eder al minimum w ages and coverage. 

Furthermore, in order to raise the shoe kingly low income level of 
hundreds of thousands of our fellow citizens employed in agricul- 
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ture, the AFL-CIO has continuously supported various measures 
to aid these neglected Americans. 

Although improvement of our social security system, Federal mini- 
mum wage law, and aid to those who work in agr ‘iculture do not come 
within the purview of this committee, aid to “small-business men— 
another neglected group—is a matter upon which your deliberations 
are centering. 

There is ample evidence that the survival of the small-business man 
has been placed in jeopardy by his increasing inability to obtain ade- 
quate short-term loans and investment capital on reasonable terms. 

Furthermore, he needs more technical assistance both with respect 
to production methods and marketing procedures. Therefore, we ap- 
oe and support the effort of Congressman Patman to aid small 

usiness in H. R. 10345, of Congressman Multer in H. R. 10980, and 
of Congressman Talle in H. R. "11576. All of these proposals reflect 
broad and imaginative thinking as applied to the financial needs of 
small business concerns and about what needs to be done to facilitate 
their growth, expansion and modernization. 

It is our hope that this committee will probe this problem deeply, 
approve a measure which combines the best features of all three of 
these constructive bills, and that the resulting proposal will be speedily 
enacted into law. 

Finally, I wish to discuss one of the most important matters still 
before this committee—the immediate enactment of a comprehensive 
measure to help areas of the United States that suffer from substantial 
and chronic unemployment and underemployment in good times as 
well as in bad. 

During the course of recent years, many bills have been introduced 
in both Houses of the C ongress which have sought to deal with the 
growing cancer of chronic unemploy ment in one way or another. Both 
the Republican and Democratic Parties are publicly committed to the 
enactment of a Federal program to help these areas, and constructive 
proposals have been submitted by omubaes of both parties. 

Once again in the 85th Congress, as during the 84th, particular at- 
tention is being focused on the comprehensive legislation proposed by 
your chairman, Brent Spence, of Kentucky and by Paul Douglas, of 
Tllinois, in the Senate. 

As you well know, an Area Redevelopment Act modeled substan- 
tially around the proposals of Congressman Spence and of Senator 
Douglas was enacted with a two- thirds m: ujority by the Senate during 
the course of the 84th Congress. 

At the same time, this committee reported out an excellent bill after 
lengthy hearings and most careful deliberation. Unfortunately, the 
House of Representatives was prevented in the last days of the 84th 
Congress from expressing its own view about the important measure 
which your committee had approved. 

At the beginning of the Ist session of the 85th Congress, bills aimed 
at fulfilling the bipartisan pledge of Federal aid for our citizens in 
distressed areas were again introduced. A year ago, lengthy hearings 
were conducted by a subcommittee of the Senate Banking and Cur- 

rency Committee, and I had the privilege of testifying in support of 
the bill introduced by Senator Douglas at that time. 

Although during the course of those heari ings we were in the midst 
of an unprecedented boom, 19 of the major labor market areas in the 
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United States and 58 smaller ones were suffering from a substantial 
labor surplus. a) 

In all of these communities, unemployment was in excess of 6 per- 
cent. Furthermore, almost all of them had been on the substantial 
labor surplus list for periods of 2 years or more. They are what have 
come to be known as chronically distressed areas. 

Furthermore, there are at least as many additional areas that con- 
stantly hover on the brink of substantial unemployment. Whenever 
anv economic ill wind blows, we find them back on the substantial labor 
surplus area list once again. Even before most communities were 
affected by the unemployment rise of this recession, the jobless rate 
in these areas was rapidly mounting once again. 

While an attitude of “wait and see” about this recession has been 
rationalized by the hope that unemployment might quickly end with- 
out the need for governmental intercession, this optimistic expectation 
of self-recovery clearly does not apply to the chrosbeutts atria 
communities. If we do not act constructively now to help these areas 
help themselves, scores of industrial and rural areas throughout the 
Nation will still remain impoverished when nationwide prosperity 
returns. 

Even a national boom does not eliminate joblessness and under- 
employment in these areas, as recent events have so clearly demon- 
strated. 

It is gratifying to everyone concerned with the tragedy of blighted 
communities that the full Senate Committee on Banking and Currency 
favorably reported a constructive measure 2 weeks ago to meet the 
Federal obligation to aid areas of chronic and substantial unemploy- 
ment. This measure, S. 3863, identified as the Douglas-Payne Area 
Economic Redevelopment Act, succeeds in blending the views of both 
the original supporters of the Douglas proposal and of a bill intro- 
duced by Senator Payne of Maine and a number of his Republican 
colleagues. 

This compromise bill is truly bipartisan in spirit. It is now before 
the full Senate with 40 cosponsors, and we are most hopeful that both 
the Democratic and Republican leadership will rally to its support 
and that it will be speedily enacted. 

It is our understanding that H. R. 6215—the Area Redevelopment 
Act, introduced by Congressman Spence and now before this com- 
mittee—is substantially the same measure that was approved by this 
committee after extensive hearings and deliberations during the course 
of the 84th Congress. 

This excellent bill we heartily approve, and we also endorse the pro- 
vision of benefits for Indian reservations suffering from substantial 
unemployment which, we understand, Congressman Spence has added. 
We are also pleased to note that Congressman Reuss, of Wisconsin, 
has introduced H. R. 12296, modeled after the Douglas-Payne bill. 

As they stand today, both H. R. 6215 and H. R. 12296 are compre- 
hensive and constructive measures which agree on all basic matters 
about what must be done to aid our distressed areas. In our judg- 
ment, differences in the two bills involve only matters of detail, all 
of which are certainly susceptible to reasonable adjustment. 

For example, H. R. 6215 proposes to create an Area Redevelopment 
Administration within the executive branch of the Government. 
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While the original proposal of the administration would place this 
service in the Department of Commerce, we have viewed the indepen- 
dent agency status proposed originally by Congressman Spence and 
Senator Douglas as preferable. We are happy that this committee 
has supported our view. 

Subsequently, however, in an effort to reconcile the original Douglas- 
Spence view with the administration view, Senators Douglas and 
Payne have proposed that the area redevelopment program be admin- 
istered by a new division to be established within the Housing and 
Home Finance Agency. This proposal has now been approved by the 
Senate Banking and Currency Committee. It seems to us to be a 
reasonable and constructive compromise which now eliminates what 
had been a major source of disagreement between Democrats and 
Republicans in the Senate. 

We note that whereas H. R. 6215 calls for a 12-man national public 
advisory committee at the Federal level to counsel with the Commis- 
sioner charged with administrating this program, H. R. 12296 now 
calls for a 25-man national public advisory committee chosen from all 
walks of life. Certainly this question of size should be easily reconcil- 
able. 

We note, furthermore, that whereas both bills strongly prohibit Fed- 
eral aid to any industry or enterprise which has caused unemployment 
by moving into a distressed area, the language the two bills use in 
dealing with this question is slightly different. 

In H. R. 12296, this prohibition is referred to both in the declara- 
tion of purpose, section 2, and again in the discussion of conditions of 
participation. The issue is likewise forcefully dealt with in H. R. 
6215. Certainly this problem too can be easily reconciled. I need 
hardly tell this committee that we support the strongest possible lan- 
guage when it comes to preventing any “runaway” employer from 
securing benefits under this program. 

We also note that whereas H. R. 6215 proposes that industrial and 
public facility loans bear interest at a rate determined by the Secre- 
tary of the Treasury, taking into consideration the current average 
rate on outstanding marketable obligations of the United States on 
comparable maturities, H. R. 12296 prescribes interest at the rate paid 
by the Treasury plus one-fourth of 1 percent. Surely, these proposals 
also can be easily reconciled. 

Furthermore, the amounts to be allocated for industrial development 
loans and public facility loans and grants are practically identical in 
both the Spence and the Douglas-Payne-Reuss bills. The latter would 
additionally provide $100 million for industrial loans for rural areas 
now suffering from underemployment. 

It is our view that this additional category of aid should be viewed 
by this committee with favor. In addition, we note that H. R. 12296 
would apply the minimum labor standards provisions of the Bacon- 
Davis Act to projects receiving Federal aid. We are sure that this 
reasonable proposal will be favorably considered by this committee. 

Similarly, all other remaining differences between the two bills are 
susceptible to reasonable accommodation. 

In conclusion, it is our view that all signs point to the possibility of 
enacting a comprehensive area redevelopment act—incorporating the 
best features of H. R. 6215 and H. R. 12296—before the 85th Con- 
gress has adjourned. Aid for the distressed areas has been solemnly 
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pledged by the President of the United States. It has similarly been 
promised ‘by the congressional leaders of both parties. Now is the 
time to act. 

Already the hundreds and thousands of men, women, and children 
who live in our industrially depressed communities and in our many 
areas of rural underemployment have been forced to wait too long for 
this promise to be kept. 

A year ago, when testifying in behalf of these people, I stated : 

When the Congress passed the Employment Act of 1946, it committed the Fed- 
eral Government to the objective of maintaining maximum production and em- 
ployment throughout the United States. It is our view—and I am sure it is 
yours—that this pledge applies to the misfortune of local unemployment quite 
as fully as to unemployment which is nationwide in scope. 

It should also be recalled, in addition, that the Employment Act of 1946 com- 
mits the Federal Government to utilize “all of its plans, functions, and re- 
sources”—not just a few of them—for the purpose of creating and maintaining 
maximum employment throughout the United States. 

We seek neither charity nor a raid on the Public Treasury in behalf of Amer- 
ica’s distressed communities. On the contrary, our object is to help people help 
themselves by assisting the jobless to find work again, and by helping whole 
communities to become productive and self-reliant. And as success flows from 
this effort, many of our citizens will move off relief and on to tax rolls. The 
Public Treasury will be well recompensed for the limited investment in human 
welfare we now ask you to support. 

Nor can it be rightly charged that the Area Redevelopment Act will threaten 
in any way the legitimate aspirations and future prosperity of any community 
or section of this country. America is a dynamically expanding nation. By 
1965 our economy may reasonably be expected to be creating $525 billion worth 
of goods and services, $100 billion more than the total we already produce and 
enjoy. We merely seek to insure to communities that have fallen behind, through 
no fault of their own, a share in the American achievement that lies ahead. 

Today, even more than a year ago, our failure to aid the distressed 
areas is revealed as a tragic misfortune. While most communities can 
hope to see their jobless return to work when the business cycle again 
moves upwards, the chronically distressed areas will hope in vain. And 
the score or more of additional marginal communities that also would 
be aided by enactment of this legislation—the ones that are always 
on the fringe of chronic distress—will be the last to feel the benefits of 
returning prosperity and the first again to be struck by unemployment 
when another ill wind blows. 

When the Nation is prosperous—except for the depressed areas—it 
is perhaps not unnatur al that most of us think little about unemploy- 
ment. ‘Today, however, with the plight of the jobless so inescapably 
fastened upon our minds, we cannot ignore any aspect of this problem. 

Surely, today, the needs of our chronically distressed areas and the 
demonstrated nec essity of Federal cooperative action to alleviate their 
plight, should have touched the consciousness of every Member of 
the Congress. 

For long years now expert testimony on this matter has been ac- 
cumulated and the C ongress has deliberated at length. Now, I am 
sure you will agree, is the time to act. 

Mr. Brown. We are very glad to have you gentlemen here this 
morning. I am sorry that a number of our members are before the 
Rules Committee, including Chairman Spence, Mr. Talle, Mrs. Sulli- 
van, and others. 

I am sure that your statement will be very helpful in trying to solve 
the grave problems we have before us today. 
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We will now proceed under the 5-minute rule. Mr. Mumma, you 
are recognized for 5 minutes. i 

Mr. Mumma. I detest this comparing of our production with 
Russia’s. I don’t think the basis is the same, Russia is a country that 
needs things. As you mentioned in your statement, we have an over- 
production of a lot of items. 

Governor Harriman was here the other day and I asked him about 
what he would recommend in the steel industry. He talked about 
our capacity in all things and I asked him whether he would recom- 
mend building another transcontinental railroad. Well, you know 
we don’t need that. That is where Russia has it on us. It could prob- 
ably use another transcontinental railroad. 

In Steelton, Pa., in my district, they haven’t rolled rails there for 
2 years. They have an up-to-date rail mill which has always produced 
alot of rails. They haven’t rolled any rail for a year. 

You have mentioned self-confidence, that that is the big thing in 
America today. It is consumer spending. The talk about money— 
well, the banks have more money in by small depositors, I understand, 
than they have ever had. 

I will let you talk now. Did you have a comment to make on what 
[ was saying ? 

Mr. Scunirzter. I am glad you raised the question of Russia. Asa 
labor movement, I think we are substantially and intimately closer to 
the problems caused by things that the Russians are doing than any 
American citizens in other walks of life, including the Congress. We 
are constantly participating in our world organization, the ICFTU, 
to which substantial sums of money are paid by the AFL-CIO, to 
help the people in the underdeveloped countries to stop infiltration and 
encroachment on the part of the Communists. 

What we have noticed here, and it has been a growing American 
trend, is that we never get to do anything unless we are scared into it. 
And right now the big scare is Russia. 

I didn’t make a comparison of their production with ours. I said 
that ours was going down, theirs is going up. All we have to do is 
follow the papers and see the many offers they are making to some of 
the uncommitted nations throughout the world to quickly grasp the 
things that we are talking about. 

Now when we were considering the building of atomic reactors for 
peaceful uses, what was the whole argument’ “We are way behind. 
Weare not doing anything.” ) 

We are the ones who brought the atomic power into being and are 
letting the others run away with it now. The Russians are offering 
atomic reactors to nations throughout the world. We haven't yet got 
them in production to meet the promises that the President made, I 
think in 1953, to the United Nations. 

Why do we have to do something? Because the Russians are run- 
ning in front of us. Why are we doing all these things with defense ¢ 
Because the Russians are doing it. It is getting to be the popular way 
of getting the Americans to do something for themselves by pointing 
out that the Russians are running way ahead of us. And if the 
Americans don’t like it enough, then they will do something. Now 


there is one other point. ' 
Mr. Mumma. You have certain advantages there with us. You 
are talking about your labor movement. Can you imagine them doing 
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in this country like they did in Russia, canceling all their bonds that 
the average person had bought ¢ 

Mr. Scuntrzter. We are just wondering how long the Russian 
workers are going to keep taking it. Through the American system 
we have been able to outdo Russia in everything, in every single part 
of the entire economy, in production as a whole providing we have 
worked to do it and applied American initiative that has made us what 
we are today. 

Mr. Mumma. You know in this atomic thing you want to realize 
Russia had taken very unfair advantage of us. She had the spies that 
stole these patents and these methods of doing something. It is the 
same with this sputnik thing. We were really ahead of them but they 
grabbed all those German scientists over there and they got a running 
start on us. 

Mr. Scunirzcer. I will never agree that there are any scientists in 
the world who are greater than the American scientists. According 
to what I read in the paper, maybe somebody did steal some secrets. 
The facts are that we did not proceed with all the speed possible. 

Mr. Brown. Mr. Addonizio. 

Mr. Apponiz1o. Thank you, Mr. Chairman. 

Mr. Schnitzler, first I want to say that I am very happy to see you 
here this morning. I want to indicate for the information of the com- 
mittee that we from the State of New Jersey are very proud of you, 
particularly those of us from the city of Newark, where you and I both 
come from. I think that certainly the record should show that all the 
citizens of New Jersey appreciate the very fine efforts you are making 
in behalf of the labor movement and what I consider to be the interest 
of the people. 

Mr. Scuntrzuer. Thank you. 

Mr. Apponiz1o. Your statement here this morning is one that I can 
agree with wholeheartedly. I think it is a very valuable statement, 
one which the committee can make good use of in its deliberations. 

Now, on page 2 of that statement you say, and I quote, this is in 
the second paragraph, about midway, “It has been estimated that the 
well-being of 2 out of every 5 American families has already been 
touched in one way or another by the impact of this recession.” 

Now, this gives me a great deal of concern and I was wondering how 
you arrive at those figures and whether you can pinpoint that for us 
just a little bit more ? 

Mr. Scunirzier. That was a recent report of the Gallup poll. 

Now, I don’t know just how they approached this as you_break 
down the poll. You take the average size of the American family and 
apply the percentages to it and you quickly come to the realization that 
the statement that they have made is just about correct—that 2 out of 

American families are, or have been in some way touched by this 
unemployment problem in this recession. 

Mr. Apponizto. I assume that this Gallup pol! has gone into every 
State in the Union. 

Mr. Scunirrzter. Oh, yes, it 1s a national poll. 

Mr. Appontzio. Now, Mr. Schnitzler, over the past 5 years we have 
seen, the same as we saw in the late 1920’s, a growing proportion of 
our income going to the higher income groups who tend to save more 
of their income. For example, since 1952, while wages were rising 
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by only 27 percent, dividend income rose more sharply by 36 percent, 
and interest income soared nearly 60 percent, and, of course, while 
this is going on, farm income has actually fallen off over the same 
period. 

Now, don’t you agree that this maldistribution of income has con- 
tributed to the severity of the present recession ? 

Mr. Scunirzer. I certainly do, and the AFL-CIO, through nu- 
merous statements issued by its executive council, has been pointing 
this out over the last 5 years. 

We get impatient at times as we talk about the problem that con- 
fronts us. A lot of people you talk to will tell you, “Well, this thing 
started in September and October and November and started to get 
worse during that period.” 

A study of all of the charts, properly put together, clearly indicates 
that this started 5 years ago. This is the end result of what started 5 
years ago. We have been going steadily downhill. 

There has been an imbalance as far as incomes are concerned, as we 
have constantly pointed out, but no one paid attention. We were in 
what everybody called an unprecedented boom. Everything was 
wonderful. 

I remember appearing before the Senate committee on the area re- 
development bill that was before the committee at that time. Many 
were somewhat concerned, or were unconcerned. They felt that every- 
thing was going so well, how could it be bad? Yet there were nu- 
merous communities throughout America that were bad. There are 
numerous communities in America where you don’t have unemploy- 
ment, you have underemployment because there are no opportunities 
there for the workers in that area. 

Now, unless we bring all of this into proper balance we are going 
to find this recession constantly deepening. The popular expression 
is “Feeding upon itself.” It isn’t just feeding upon itself. Unless we 
make corrections it will constantly get worse. Whatever little we do 
at this time might make for slight improvement for 3, 4, 5, or 6 months, 
but then we will still be steadily on the way down. 

Now, I have looked at some figures here recently which show that 
there is a very conservative increase of 2 percent in our new labor 
force each year. A very conservative figure. It runs between 700,- 
000 to 800,000. Our economists tell us by 1961 or 1962, that will in- 
crease substantially. It will go from 700,000 to 1,200,000 new en- 
trants into the work force every year. We have got to find jobs for 
those people. 

Now, the figures will also show—I am using really conservative 
figures—that there has been an increased productive capacity of the 
workers in America of 2 percent per year. I see other figures that 
show 3.8 or 3.9. 

Now, while you have this increased productive capacity with an in- 
creased work force, putting them both together with an extremely con- 
servative figure of 4 percent, unless we increase our general overall 
economy and the goods of this Nation by an absolute minimum of 4 
percent, we will be constantly going downhill. We have got to re- 
verse that trend. 

Mr. Brown. Mr. Hiestand, you are recognized for 5 minutes. 

Mr. Hiestanp. Mr. Schnitzler, I think your statement deserves 
much commendation. You have made a very comprehensive state- 
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ment and it is ably expressed. There is no doubt about it and some of 
the ideals in it certainly also should be commended. 

With regard to this present situation, in Detroit where the pinch is 
probably the most severe due to the slump in the automotive industry, 
there has been quite a discussion to the effect that automobiles have 
been overpriced. Perhaps that is a merchandising mistake. We 
don’t know that one yet. 

Is it your judgment along with that of your boss, Walter Reuther, 
who testified to us the other day, that a cut in automobile prices would 
stimulate and help pull us out of this problem we face ? 

Mr. Apponiz1o. Would the gentleman yield ? 

I just want to clear up the fact that Walter Reuther is not his boss. 
I believe the witness is secretary-treasurer of the AFL-CIO. 

Mr. Hriesranp. Isn’t Walter Reuther vice president of the same or- 
ganization ¢ 

Mr. Apponizio. That might be so. 

Mr. Scunirzter. We have 27 vice presidents and with your interpre- 
tation I have 27 bosses to start with. 

I am not an expert on the problems of the automobile industry. I 
have had personal opinions like everybody else. The cut in price of 
automobiles like the cut in price of practically any commodity will 
stimulate buying. I think that you are presently finding a resistance 
to buying cars, a resistance caused by decline in general earnings. 

Mr. Hiesranp. The s savings of the people are at an alltime high. 
They are certainly not spending it. 

Mr. Scunrrzier. I was just going to get into that. Let me finish 
this. In looking at Department of Labor figures only last year the 
average workweek was somewhere around 4014 hours a week for all 
workers in manufacturing, covering probably 39 million workers. 
Their latest figures show somewhere around 39 hours. That is a 
reduction on an average of an hour and a half a week for all workers 
in manufacturing, and if we take an average wage of, let’s say, $1.80 
an hour, it means 39 million workers are losing $ 2.70 per week average 
from their take-home pay. This, of course, is the thing that scares 
people and creates resistance to those things which cost most in the life 
of an average family. 

Now, if it were not for this tailspin starting to build upon itself as 
we move along, I doubt that you would have so much resistance be- 
cause the American people have not yet shown that they want all of 
these things. They would want them. Everybody wants a better to- 
morrow. Why not? 

And when you talk about the statements on bank deposits, if the 
reports that our economists bring to us are correct, while bank deposits 
are up, the individual deposits ‘of the individual workers are ae 
The total amount is up but it has been brought up by people other than 
the workers. 

Mr. Hriesranp. I am referring particularly to savings deposits and 
savings and loan deposits because they are owned by the little people. 
They are the people who don’t have a large income, but there are many, 
many more of them. 

Mr. Scunirzier. I am talking about savings. 

Mr. Hirsranp. On this automotive price cut, if we made such a re- 
duction—I suggested that we were already doing it and Mr. Reuther 
pointed out that he wished that the cut had been swallowed by Gen- 
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eral Motors rather than the dealers—it would seem from his formula 
that that would require an average cut of about $270 per car. 

I saw in the morning paper a report on the per-car earnings, both of 
Ford and General Motors, and in 1954 the net profit per car for Ford 
was $88. In 1955, it was $143. In 1956, it was $85. And in 1957, 
$84. Whereas in General Motors in 1954 it was $153. In 1955, it was 
$209. In 1956, it was $162. And in 1957, it was $150. 

It wouldn’t seem that a $270 cut could be absorbed by the manufac- 
turer on that basis. 

Mr. Scunirzier. I don’t know where those figures came from. 

Mr. Hrestanp. These are certified figures given yesterday to the 
Senate Antitrust Committee. 

Mr. Scunirzier. Well, it was only 2 years or so ago, when aerre 
were presented to us, that General Motors was mi: aking $400 on a 
and increased the price on cars, at the same time the workers a a 
wage increase, which was way beyond the increase given to the auto 
workers. 

Mr. Brown. Mr. Barrett, you are recognized for 5 minutes. 

Mr. Barrerr. Mr. Schnitzler, it is cert: tainly nice to have you here 
and I would like to reiterate what Congressman Addonizio : said about 
you and your great city. I am sure your coming here is going to be 
a great help to us. You have submitted a very fine statement. 

"The day before yesterday we had Milton Lightner here, the presi- 
dent of the National Association of Manufacturers. He indicated to 
us that this was a State problem and wasn’t anything with which the 
national level should be concerned. 

I gather from your testimony that you do not believe it is possible 
for a depressed community to pull itself out by its own bootstraps, is 
that right? 

Mr. Scunirzier. I am very sorry, but we can’t go as far back 
our policy asthe NAM. They refuse to live in 1958. 

Now, we have tried to attack this in a practical manner. We didn’t 
want to fool ourselves and we don’t want to be placed in the position 
of trying to fool the American people. We can’t for the life of us 
see how this can be worked out as a State problem. If the Congress 
were to say “This is a State problem,” you would open up the 48 
States for the worst kind of burglarizing from each other—I think 
that word properly fits. You would start a contest within the 48 
States to outdo each other in selfish motives to take away from what 
somebody else has. 

Now, we have had that at the city level for many, many years and 
have complained about it. We all know the story of what certain 
cities do in order to attract industry—build factories for them, tax 
free; give them everything; promise them all sorts of protection. 
It seems to be a haven for the kind of people who are interested in 
exploiting other people for their own gain. 

Now, this has to be based on a national problem, because our mode 
of living, our whole entire development makes it a national problem. 
Today we can’t operate at a State level, one separate from the other. 
The welfare of one must be the welfare of the other. 

And don’t forget during all this period we always said that we would 
show impatience if only one person were une mployed. There is no 
need for unemployment in America with the productive powers and 
capacity that we have at our disposal. 
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If you want to get rid of a problem for expediency, to get is away 
from the Congress at this session, s say, “Well, it is a States rights 
problem. Let ‘the States deal with it.” You will then find that: you 
have created the worst mess this country has ever been in, with the 
States competing with each other. 

Just read some of the advertisements you find in the Wall Street 
Journal and the New York Times and Chicago Tribune put in by 
public relations men of cities, doing everything that their mind dictates 
—not operating with any ethics, not operating with any principle in 
mind, but “How best can the city that pays me as a public relations 
man steal something from your city or your city or your city?” 

This is the thing we are trying to attack as we ‘talk about. this 
whole area of redevelopment. In our opinion it has to be developed 
at the national level. 

We should have men at the national level who have all of the experi- 
ence and the knowledge of what there is in America, so that when 
employers are anxious to build new plants, they find a ready place 
to go to get recommendations. 

Now here is an opportunity in this area because you have a certain 
kind of skill in the unemployed work force that could be used by 
your industry. And in that manner give the kind of expert help and 
opinion and take the men that we need in America to build now plants 
and new production facilities, the real expert help that will result 
in good to America, rather than exploitation by a group of indi- 
viduals. 

Mr. Barrert. Fine, that is fine, thanks very much. 

We also asked Mr. Lightner his opinion on a tax cut. In his testi- 
mony he said he thought a 10 percent cut at the top should be au- 
thorized because this would allow industry to use the money for the 
benefit of those at the bottom. 

Also, Mrs. Sullivan asked him whether he agreed that an $800 ex- 
emption was justified at this time. Before the point of the question 
was reached, he disagreed. 

Is it your opinion that if we gave 10 percent at the top it would 
give something to the people at the bottom 4 

Mr. Scunirzier. It certainly would not. It is unfortunate—and 
[ want to say this quite frankly—that there are people in America 
who are interested in furthering only their personal selfish interests 
at the expense of America. 

The AFL as a single federation, the CIO as a single federation, 
and then both together when they merged, have said consistently, 
what is good for America is good for labor. Our first interest is 
America. Unless America is properly taken care of, you can never 
take care of labor. 

Now, facts will prove that there was a $100 billion business ex- 
pansion and plant development from the years 1955 to 1957. How 
can anyone talk of real plant expansion today when the substantial 
number of your plants are idle? What we need today is dollars in 

he hands of the consuming public to buy the products that the plants 
can make. 
don’t know why this is difficult to understand at times. But it 
seems as though we are constantly in a contest, supposedly, as people 
say, between one pressure group against another. We don’t consider 
ourselves to be a pressure group of any kind. We consider ourselves 
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to be humanitarians. We are working for all America. And when 
the labor movement puts its effort at a local level behind the build- 
ing of a playground, they don’t say to the city fathers, “Because we 
initiated this idea it must only be for the children of trade-union 
members.” We say for all of the children of the entire community. 
And when the trade union uses its manpower to help raise funds to 
build a hospital, they don’t say a hospital for just trade-union mem- 
bers or their families, it is for everybody in the community. 

We are interested in building a better community to live in, a bet- 
ter State to live in, and a better Nation to live in, not for ourselves; 
for everybody in America, including the employers. 

Mr. Brown. Mr. Bass, you are recognized for 5 minutes, 

Mr. Bass. No questions. 

Mr. Brown. General Anderson. 

Mr. Anperson. Mr. Schnitzler, I have certainly enjoyed your 
statement. I think it is a well-rounded consideration of the problems, 
I enjoyed particularly your strong statement on the school construc- 
tion situation and I agree that had the Congress taken strong action 
to give Federal aid to school construction a year ago we would be 
in much better shape now both with our schools and our employment 
situation. 

Although you don’t say so explicitly, I would presume then that 
you favor the inclusion in the community facilities bill of aid to 
school construction. 

Mr. Scunirzier. We certainly do. 

Mr. Anperson. And the national chamber of commerce yesterday 
objected to school construction stating that should be treated sepa- 
rately in a separate bill. Of course, it ‘would be nice if we could get a 
separate bill. My party has taken steps to get a school construction 
bill before the Congress again. If we do, it will supplement the com- 
munity facilities bill but I agree with you that we should attempt to 
get school construction out of this committee, if we can’t get it out of 
some committee. 

Your comments on the depressed area bill, too, are at considerable 
variance with some testimony we had yesterday and the day before. 
They said that the depressed area bill is not pertinent to a considera- 
tion of the present recession. 

I notice your strong statement to the effect that you regard this 
chronic depression in ‘these areas as a cancer on our economic body. 
Don’t you think that had we passed these bills a year or two ago, when 
they were first brought up, the general recession or depression would 
not have spread so much as it has ? 

Mr. Scunirzier. I surely do. Let’s have schools, by whatever 
method. This certainly opens up another method for getting the 
schools that are absolutely needed. 

As far as these depressed areas are concerned, if we had proceeded 
with this at a time when we had much less on our mind, America and 
its people would have been much better off. 

Now, you just can’t push aside these depressed areas, or these areas 
of unemployment because of the larger overall problem. We are going 
to pick thiseconomy up. America is going to get back on its feet again 
and get going. But you will still have the same cities you have been 
talking about for the last 2 or 3 years. How long can we ignore that 
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as anational problem? We have closed our eyes to the needs of people 
of America who are in absolutely no position to help themselves. Be- 
cause they are just as good Americans as any others in this country, 
they will do everything that any other American will do to help them- 
selves, but they do not have the means available to them. For that 
reason we strongly urge that it be done at the Federal level through 
the legislation before this committee. 

Mr. Anperson. Could I try to summarize one section of your speech 
and see whether this is a short summary of it: That Congress has a 
mandate under the terms of the declaration of policy contained in 
section 2 of the Full Employment Act of 1946, to take action to correct 
the present recession, and you believe also that the passage of the com- 
munity facilities bill, the depressed areas bill, and the small business 
equity bill, will all make a contribution toward carrying out this 
mandate ¢ 

Mr. Scunitzter. I surely do. 

Mr. Anperson. May I ask you about another subject that you have 
brought up and to the best of my belief it is the first time it has been 
discussed here. 

The proposal that the Davis-Bacon amendment be written into what- 
ever community facilities bill or depressed area bill we bring out. 
You say you favor such action. Would you give us a little explana- 
tion or discussion as to why you favor it and what it should do? 

Mr. Scunirzter. Well, it is our opinion that Bacon-Davis has 
gotten to be a national policy as far as national works are concerned. 
For that reason it should be included in this bill. I think it has been 
included in the Senate bill, in both the facilities bill and the re- 
development bill. It takes away the exploitation of workers that 
should not be tolerated. 

The Bacon-Davis Act sets up fair methods of determining what 
wage rates and standards should be established in a given locality. 
And anything that the Congress does with this bill should include that 
one point, that fairness be guaranteed in the application of the 
standards to be applied to the work to be performed. 

Mr. Brown. Mr. Seely-Brown, you are recognized for 5 minutes. 

Mr. Srety-Brown. Mr. Schnitzler, I certainly want to thank you 
very much for the testimony that you have presented. 

I have several questions. First on page 11 of your statement in 
the second paragraph on that page: “both bills strongly prohibit Fed- 
eral aid to any industry or enterprise which has caused unemploy- 
ment by moving into a distressed area.” 

Now, the thing that I am concerned about and the thing many who 
come from my section of the country are concerned about is whether 
or not the present bills contain sufficiently strong antipirating clauses. 
- you ialen an even stronger antipirating clause would be help- 

ul ¢ 

Mr. Scunirziter. We say that we support the strongest possible 
language to the end of that paragraph. As we analyzed the language 
of the bill, it seemed for all practical purposes to be strong enough, 
and we didn’t want to come in here and say “Go ahead and strengthen 
it.” We thought we could live with that and it covered all of the 
points that we had in mind. However, if there is something we 
missed or overlooked, we better take another look at it. 
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Mr. See.y-Brown. Is it not a fact that too strong an antipirating 
clause may make it difficult to pass the bill? Certainly those of us 
who come from highly industrialized areas I believe are going to 
make every effort we can to write as strong an antipirating clause 
in to make sure our own industries are not taken away from us, and 
I am sure you can appreciate our position on that. 

Mr. Scunirzier. I surely can, and I hope this Congress sees the 
need for eliminating any sort of loopholes that not only encourage 
pirating, but makes it possible. There are too many ‘people who 
have paid too large a price for that luxury in American life. 

Mr. Serty-Brown. And it would cert: ainly be a logical conclusion 
also possibly that as we spend billions of dollars to help other people 
throughout the world help themselves, it might be wise if we, even 
in this modest method, attempted to help our own people to help 
themselves. 

Mr. Scunirzier. I certainly agree with you. 

Mr. Srety-Brown. You have fre “quently referred to the need for 
an increased consumption or increased buying by the consumer during 
this present period, and I certainly agree with that. There may be 
a difference of opinion as to the best way to increase consumer buy- 
ing—while some may worry about overproduction, I am still con- 
cerned personally about under consumption in a good many areas. 

I have asked this question of every witness who has appeared thus 
far before our committee and that is, in an effort to do something im- 
mediately—these other programs may take a little while to get into 
action. Is it not a fair statement that if C ongress could very promptly 
eliminate the excise taxes; if our major industries could follow suit 
with a reduction in price, which obviously would have to be on a 
voluntary basis because you can’t legislate it—might not that shot in 
the arm do more good for more people more quic ely and at less ulti- 
mate cost than possibly many of the other things we are presently 
considering ? 

Mr. Scunrrzuer. Congressman, as one part of it, yes. It cont 
sufficient to pull us out of the recession we are in now ‘because we are 
in too deep. We need a whole lot more than that. As part of the 
AFL-CIO program we have asked for the elimination of these excise 
taxes mentioned by you. : 

However, it is also our belief, that there are too many people in 
America who do not have the things that they should have. An 
immediate tax cut in the lowest brackets is the thing that will bring 
about the really high value purchasing dollar. 

They are the ones who spend the dollar. I hate to talk about over- 
production in America when there are so many Americans without so 
many things that they should have. That always gets to be a bugaboo 
in talking about over production. We ought to have more production, 
but we ought to make sure we have the facilities to be able to consume 
that which we produce so we can improve the stand: ird of living of 
all of us. 

Mr. Brown. Your time has expired. 

Mr. Breeding. 

Mr. Breeprne. I want to join my colleagues in complimenting you 
on your fine statement here this morning. It is nice to have you with 
us in our committee. 
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There has been considerable discussion here in the committee in the 

ast few days with regard to taxes. I believe the Committee on Eco- 
nomic Development recommended a 20-percent tax cut across the 
board for individual incomes. Then the chamber of commerce yes 
terday I believe recommended a 15-percent tax cut for everyone. What 
is your opinion in regard to that kind of a tax cut‘ 

Mr. Scunirzier. We have constantly advocated that the cut be 
made as large as humanly possible or as large as we can allow within 
our present structure for those in the lowest income brackets. It is 
here we believe Congress should go to work first. Once we take care of 
this, and we get an opportunity to look at that load, we will be in an 
entirely different atmosphere from which we can look into the entire 
tax structure. But right now we have an emergency. That is a 
definite emergency. We are extremely fearful that we are spending 
too much time talking about the things that we should be domg and 
doing nothing in the meantime that is going to make this so bad that 
you are not going to be able to pull yourself out as quickly as you 
would like. 

In my own personal opinion, I said it took us five years to get into 
this. I think it is going to take you almost five years to get out of it. 
It will take you as long to get out as it took you to get in. That means 
we have got to give considerable thought to the places where it would 
do the most, the quickest, and the best, and then over the long pull, 
keep examining that which we have done and that which needs to be 
done to further strengthen our whole economic structure. 

Mr. Breeptne. Can you see any danger of increased or additional 
inflation by a tax cut / 

Mr. Scunirzier. No, sir, absolutely not. 

Mr. Breepinc. Going back to the automobile business, we have dis- 
cussed it to a considerable degree. I would like to ask you how much 
of the increased cost - an automobile, a tractor, or a ‘farm machine 
in the last 10 years is charged to increases and demands of labor. 

Mr. Scunirzier. I am not an expert in that field and haven’t the 
figures to be able to answer that question for you. I understand Vice 
President Reuther was here and he certainly knows all about the auto- 
mobile industry, business, production, and so forth. Tama baker by 


trade. 
Now, if you ask me something about a bakery I will tell you about 


it. We have 140 international unions in the AFL-CIO. Each 1 
has from 5 to 10 various industry jurisdictions within its own inter- 
national union. It has just been impossible to learn intimately the 
problems of each industry, but let me say this to you. I will talk about 
a bakery. The popular discussion today is the car. The car is only 
one phase of American life. There are a lot of other things that we 
use. But in your modern bakeries, today, your total labor cost. for 
making bread is 4 percent. Now, there is nothing that could happen 
to the bakery worker in the improvement of his wages and conditions 
that would seriously affect the price of bread. 

That is also true in a substantial number of commodities we use in 
everyday life. 

Mr. Breepine. I am glad you brought that up since I come from a 
wheat country. 

Mr. Scunirzuer. I know that. I know that. And I know out in 
the wheat country you always want to know what happens between 
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the price of the flour that goes into the bread and the price that the 
housewife must pay for the loaf of bread. You feel that you are get- 
ting a pretty unfair share of it and I would like to talk to you about it. 

Mr. Breepine. Thank you. 

Going back over the years of 1946, 1947 and 1948, when bread was 15 
cents a loaf, wheat was $2.25 a bushel. Today wheat is $2 and will 
be less and that same loaf of bread is 25 cents. 

Certainly the increase wasn’t all chargeable to labor, because you 
say only 4 percent of that increase is due to increased labor costs. 

Mr. Scunirzzer. No, direct labor costs. Total labor costs for the 
manufacture of a loaf of bread. 

Mr. Breeptnec. I would like to ask one more question, Mr. Chair- 
man. MayI? 

Mr. Brown. You will be recognized after we go around again. 

Mr. Patman is recognized now. 

Mr. Parman. I didn’t have the opportunity of listening to your en- 
tire statement, but I have looked it over. It is a very fine statement 
and enough to excite our curiosity and careful attention. 

I appreciate the fact that you endorsed these bills. I believe you 
endorsed the small business capital bank bill ? 

Mr. Scunirzier. We did. 

Mr. Parman. I wanted to ask you about the rate of interest on the 
loans to be made to the local communities like cities and political 
subdivisions. 

The proposed legislation which has been advanced by Mr. Rains 
and a number of us, would provide that a 2-percent rate is the rate 
to be charged. Our feeling is that we must give the people something 
to induce them to vote these bonds. If we charge the rate of in- 
terest available from the banks—and I am convinced the bankers fix 
the rates—we might as well feed them to the Wall Street bankers. 
I am, therefore, for a rate of 2 percent. 

Now, the 2 percent is on tax-exempt bonds. To a person in the 50- 
percent tax bracket, that is equal to a 4-percent return. Therefore, 
it occurs to us it is a very fair rate since it is on a nont: ixable bond. 
We hope that your organization will stay with us on a 2 2-percent rate, 
because I feel that there is eoing to be a fight in this committee and I 
feel there is going to be a fight on the floor of the House. 

As you know, the people have bonded themselves to the limit. So in 
this bill we are showing them a way around the local debt limits, where 
they vote bonds for sewage, water, and other things you can charge 
people for directly. For such things they can vote revenue bonds, 
which will not count against their debt calles. 

I feel that we ought to make them a very low rate. There are m: iny 
people in the local communities, a lot of poor people in your organiza- 
tions and like some of the rest of us, when they buy a home they buy 
it on time. They make a small payment down. Then under the 
property tax, the ad valorem tax that exists all over the country, when 
a person is assessed for taxation, he is assessed as though he owned 
the home, when he doesn’t own it; he just owes for it. When he pays 
taxes on it, he pays taxes on what he owes. 

Now, a large part of the property tax is paid that way. Since we 
know that and know it is the most burdensome form of tax on earth, 
and since we are asking these people to vote more of these burden- 
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some taxes on themselves to help the entire Nation come out of this 
depression—and, of course, the money managers are responsible for 
this man-made depression-—we certainly ought to give a very low 
interest rate. 

Are you going to stay with us on the interest rate ? 

Mr. Scunrrzter. We are going to go all the wé ay with you. I am 
extremely sorry we didn’t take more time—there is so much more we 
would have liked to have said, but Congressman, we consider the 
problems you and your distinguished colleagues have, but we can go 
into every one of these subjects. Why shouldn't there be a 2- -percent 
interest rate, or let’s say between 2 or 214 at an absolute maximum ? 
We are for the helping of the small-business man because the 

Mr. Parman. I am calling your attention to what is going to be the 
issue. You might as well forget a lot of the other things. The interest 
rate is going to be the issue, “because the mone y managers have their 
eye on that. 

Mr. Scunirzier. | am glad it is made an issue and I hope the com- 
mittee thoroughly examines that issue and studies the merits of it. 

I think if you look into the complete merits of this you will come 
to the conclusion that a 2 or 214 percent- 

Mr. Parman. I hope you will forget about that 214. That is a 5- 
percent return to an individual in the 50- percent tax bracket. Two 
percent on a tax-exempt bond is as much interest as anybody should 
have today. Especially since those who pay it pay the most burden- 
some tax on earth. 

Mr. Scunirzter. And don’t forget this, the small business of today 
is the big business of tomorrow. [ arrive at that conclusion in a ver y; 
very simple way. Every big corporation today was a very small busi- 
ness yesterday. The automobile was started in a small garage, the 
airplane—everything in American life was started in small business. 
Small business needs help in order to bring the best out of the American 
people who offer to us the things that we need for improving our own 
standards. 

Mr. Parman. A very fine statement. Thank you. 

Mr. Brown. Dr. Talle is now recognized. 

Mr. Tauue. Thank you, Mr. Chairman. 

I am sorry it was necessary for me to go before the Rules Committee 
and could not hear your statement, but I will read it. I understand 
the chairman made it clear why Mr. Spence and I were not able to be 
here, but I will read your statement and I thank you very much. 

Thank you, Mr. Chairman. 

Mr. Brown. Mrs. Griffiths. 

Mrs. Grirrirus. Thank you very much. 

I am awfully sorry I wasn’t here in time to hear your statement. 

Would you mind stating what your organization is : doing concerning 
automation? Do you have any testimony on the number of people 
who have been laid off because of automation ? 

Mr. Scunirzier. No, we haven’t gone into that yet. We are doing 
a lot of talking about it and we are doing some studyi ing at headquar- 
ters. We are extremely sensitive to this whole problem of automation. 
We don’t want anything that we do to be misunderstood. We are in 
favor of automation. We have been in favor of every technological 
improvement. There isn’t a labor movement in any ‘country in the 
world that has stood the same as this American labor movement has 


stood on this point. 
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I said earlier during your absence that our constant position has 
been that what is good for America is good for labor. We have to 
adjust ourselves to these developing improvements, which include 
automation as well. 

They will come through our free discussions with management or 
what he might refer to as industry. Surely as the productive c pac ity 
of the worker increases, he will no doubt. be looking forward to shorter 
workweeks. That has been our constant history over the years. You 
will remember, not too long ago in Newark, N. J., that the good Con 
gressman talks about—I had worked 72 hours a “week in a bakeshop 
under union contract and, when we wanted a 60-hour week, the baking 
industry was going to go bankrupt. And when we went from 60 to 54, 
54 to 48, and then from 48 to 45, and then 40—every time that hap 
pened, everybody was going bankrupt. The funny part of it is, you 
still have a baking industry, and it seems to be pretty profitable, 

Now we will be approaching this problem of automation in some 
what the same way. At the present moment, there are several indus 
tries where there has been a greater acceleration of automation than 
there are in others. It doesn’t affect the entire American economy or 
work force all at once, but, in these extremely large establishments that 
employ thousands of workers, they were the first to take the oppor 
tunity that presented itself to go into what they call automation. 

There are so many parts of our daily work life that will never, ever 
be automated. Others will. And this is going to affect a part of our 
work force, but it will not be catastropic to ‘the entire work force, 
so our adjustment to this, in my opinion, is going to be gradual, on an 
industry basis. 

Mrs. Grirrirus. Well, would you contemplate retraining in schools / 

Mr. Scunirzter. We have 140 international unions afliliated with 
the AFL-CIO, and a number of the international unions, such as the 
autoworkers, the plumbers, the rubber workers, have developed re- 
training programs. The electrical workers, the several unions in the 
electrical field, the machinists, they are all going into it. The plumbers 
have an outstanding program that is in progress at the local level all 
year long, and it finally ends up in their final tests at Purdue Uni 
versity, and that is in the field of atomic energy and the uses of atomic 
energy for peaceful use. 

Mrs. Grirrirus. Thank you very much. Thank you, Mr. Chairman. 

Mr. Brown. Mr. Seely-Brown. 

Mr. Srety-brown. | wanted to finish up the discussion we had on 
making more money more readily available to the consumers so they 
can go out and purchase the things that are piling up on our she _ 
but, as you visualize the kind of a tax cut you have outlined, and, ¢ 
tainly, I am for tax revision at all times—good times or bad my 
do you think the actual amount of money that is going to be made 
available to the very person we are all trying to help is actually going 
to give that person enough in the way of dollars and cents so that 
the housewife is going out and buy the things she needs? Is she going 
to take that money and say, “Well, with the price of things as high as 
they are, I had better just hang on to that money?” In other words, 
we have to have a reduction in prices along with these other programs 
if we are going to make that money go to work. 
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Mr. Scunirzier. Not of necessity, no, because, if this idea were 
true, we would never have gotten to the total product we now have. 
Prices are something we have always argued about. It is just like the 
weather. You will never stop talking about it. 

Mr. Sree_y-Brown. Let’s hope it is not all going to be this bad. 

Mr. Scunirzier. Not like Washington. This goes into several fields. 
First, extension of unemployment compensation. No. 2, we have to 
get into social security. No. 3, the one point that seems to be laying 
on the table now, when it shouldn’t be, is an increase in minimum 
wages. 1, for the life of me, do not know how workers in this coun- 
try are able to barely exist on the present minimum-wage level. There 
must be improvement in that. 

Now you tie into that tax exemption at the lower income brackets, to- 
vether with the elimination of existing excise taxes in a number of 
these commodities that we have talked about. That seems to be a 5- 
6-, or 7-pronged attack to this problem we now have. Once we get 
over this hurdle, we are going to have to sit down and study Americ a 
as America is. We cannot stand still. When we stand still, we are 
going backward. 

Now, our present level of workers entering the work force every year 
has been at 700,000. As I indicated earlier, that is going to increase. 
Unless we find that many new jobs every year, it means that we are 
going to start accumulating that many st ae every year, and 
that is the reason we are here where we are now, to deal with this 
problem. 

Mr. Srety-Brown. And that is why we are here, because we share 
your feeling that that is the major problem we face, and what I am 
trying to do is figure out the best way and the quickest way to start 
moving these things off the shelves into the homes where they are so 
desperately needed so that we can put our people back to work ‘making 
either more of the same item or brandnew items which we need, and 
your suggestion of the five-pronged attack is fine. I have still a ques- 
tion in my mind as to whether that alone, is the answer or whether we 
are going to have some other—if you will, another pitchfork approach 
from the other side of the picture to get this thing moving. I am just 
wondering if it can all be set in motion by just using the tools that 
vou have suggested without having some additional approaches. 

Mr. Brown. Mr. breeding, I believe you had a question. 

Mr. Brrepine. It seems to me that the administration, by its hard- 
money policy, by its reduction in defense spending in 1957 when it 
was p AL nes that we were leading into a recession, by its neglect of 
small business and the average family in favor of the big corporation 
and moneyed interests cannot escape the blame for bringing on our 
present. economic difficulties. Would you say that administration 
blunders have gotten us into the sorry state of affairs that we are 
now in? 

Mr. Scunrrzcer. I certainly will say that. I think, to a great ex- 
tent, our trouble started with the tight-money policy. The tight- 
money policy channeled money into places where it will not do any 
good for America. 

It is taking it out of the mass purchasing market. It is taking it 
from the worker who doesn’t have too many dollars, who spends all 
of his dollars and saves very few. He, too, is interested in having a 
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little better tomorrow than he had yesterday, and all of these things 
that you mention, in my opinion, are what started us downhill. 

Mr Anverson. Mr. Chairman, will the gentleman yield ? 

Mr. Breeprine. I yield. 

Mr. Anperson. Mr. Schnitzler, the question that was just asked of 
you concerned the cause of the depression or recession that we are in. 
The administration has the idea that maybe we can talk our way out 
of this depression instead of doing something about it. 

I would like to have your reaction to the results of a poll made by 
the Wall Street Journal—published in the Wall Street Journal yester- 
day. I will read just 2 or 3 short paragraphs from the start of this re- 
port on this poll and ask for your comment. The headline says: “Con- 
trary consumers. Buy-now drives don’t influence them, though their 
desires are many.” 

The first paragraph starts: 

A little more spending money and a lot nore price reductions would spur con- 
sumer spending more than all the earnest campaigning by industry and the Gov- 
ernment to get Americans to buy now. In the past few days, Wall Street Jour- 
nal reporters talked to housewives, young married folks, retired people, farmers, 
corporate executives, and factory workers in widely scattered parts of the coun- 
try. They found almost all had a hankering to buy one or more major items. 
There was a little evidence that consumer buying desires had been saturated by 
the postwar spending splurge, a theory advanced by many economists to explain 
the recession. But only a few of those interviewed were actually planning to 
purchase goods now or in the next couple of months. Most commonly given 
reasons : Too high prices, lack of ready cash, and an unwillingness despite many 
buy-now drives to dip into savings or go into debt even if their spending might 
have some beneficial effect on the Nation’s economy. 

In the light of this Wall Street Journal poll, do you think we are 
going to be able to talk our way out of this depression ? 

Mr. Scunirzier. No, we won’t talk our way out of this depression. I 
still don’t know how to get an unemployed worker who doesn’t have 
enough money to live on to go out and start buying something because 
somebody said “Well, we will have a buy-now c ampaign.” “What is 
it, “You auto buy now,” or something like that. 

This is true, however, that this constantly feeds on others, because 
if the man on the first floor is laid off, the man on the second floor 
is going to be a little more careful because he doesn’t know when he 
is going to get hit. 

Mr. Brown. Mr. Addonizio. 

Mr. Apponiz1o. I have no further questions, Mr. Chairman, but I 
ask unanimous consent to insert at this point in the record of our 
hearings an editorial from the New York Times of Tuesday, May 
6, 1958, entitled “The Consumer and Business.” This editorial has 
a number of facts in it that are important to our hearing and I think 
it is pertinent to the subject. I ask unanimous consent to insert it at 
this point. 

Mr. Brown. Without objection, that will be done. 

(The article is as follows :) 


[New York Times, May 6, 1958] 


THE CONSUMER AND BUSINESS 


The National Bureau of Economic Research undertook a survey of consumer 
buying intentions in early April, under the supervision of Dr. F. Thomas Juster, 
and it has now made public its findings. It can hardly be said that these lend 
much comfort to Washington in its wait-and-see policy. The poll, which covered 
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25,000 families representing all parts of the United States, reveals that as of 
the time they were questioned this cross section of the consuming public planned 
to buy even fewer new cars and major items of household goods now than a 
half year ago. 

Plans to buy new cars were 20 percent lower in April than they had been last 
October, though the number planning to buy used cars was sufficiently large 
to reduce the deficiency as it applied to cars of all kinds to 10 percent. Similarly, 
intentions to buy major consumer durable goods, such as ranges, refrigerators, 
TV sets, freezers, etc., dropped, on the average, by more than 10 percent. In- 
formation was also sought by those in charge of this survey on buying inten- 
tions 12 months ahead. Here, plans to buy new cars were almost 30 percent 
lower than they had been in October 1956, when the last comparable survey was 
taken. In the case of no fewer than 15 items the drop in buying intentions ran 
to 40 percent. 

The households included in this survey of the National Bureau were member 
subscribers of Consumers Union of the United States, a nonprofit organization 
that tests, rates and publishes the results of its findings on various products. 
This group was selected because the record of its buying intentions was available 
for 10 years back. Despite the fact that these 25,000 families are above the 
national average by such tests as size and stability of income and of the degree 
of formal education, their buying plans have forecast with considerable ac- 
curacy the actual changes realized by the Nation’s consumers as a whole. 

One wonders whether Washington wouldn’t be in a better position to play 
a leading role in combating the recession if it went out itself and inquired into 
the general state of the national psychology, rather than trying to persuade itself 
that the curve of business activity was showing signs that it might be getting 
ready to approach an initial stage of deceleration that could conceivably lead 
ultimately to a condition favorable to the first phase of the process of flattening 
out. 

Mr. Murer. I was detained at an executive session of another com- 
mittee and didn’t hear your testimony, but I have scanned your pre- 
pared statement. I know from the gentleman at your right and my 
left as I look at you, former Congressman Andy Biemiller, my long- 
time friend, that when he is with you, we are on the right track. 

In addition I have met you previously in the hometown of our col- 
league on my right, Mr. Addonizio, and he has told me some nice 
things about you so I could almost say “amen” to what you have said 
without even having heard it. 

I had occasion to say on the floor yesterday during a debate that 
all the statistics and all the analyses of statistics in the world will not 
put food in a single hungry mouth. Unless we do something and do 
it quickly we are going to be in worse trouble before we get out of 
this recession. Don’t you agree ? 

Mr. Scunirzuer. I surely do. 

Mr. Mutter. Tax cutting or tax revision as some prefer to put it 
instead of tax cutting, though I cannot see the difference—will not 
do any good to the mi on who i is out of work or who is not getting un- 
employment insurance because he has run out of entitlement or never 
had any entitlement. Tax cuts are no good to him. 

Mr. Scunirzutrr. That is why our problem has gotten so large, be- 

‘ause of our eo It has got to be a 5-, 6- or 7-pronged attack. 
Tax cutting, yes. I don’t like the word “revision” because when they 
start revising they start from the top down and that is not w here 
the revision is needed. The cutting is needed down on the bottom 
where the money will be spent and be put right into the market place 
just as quickly as it is there. 

Social-security improvements, the extension of unemployment bene- 
fits—all of these things are parts of an overall program that in our 
opinion is absolutely essential because we have gone too far already. 
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Now, on prices. We constantly hear the word “prices” and ther 
there i is a boycott of things because of prices. America has been built 
by prices. I can’t buy the philosophy of cheap prices. When you 
start cheapening prices, you first cheapen the industry, the establish 
ment itself, because they will never be able to maintain a decent 
establishment with decent conditions, lighting, ventilation and every- 
thing. Cheap prices will make that ‘cheap. C heap prices will make 
cheap workers. Cheap workers will bring about cheap taxes, and you 
will finally be so cheap, none of us will have anything. 

Mr. Mutter. The way I like to put it, Mr. Schnitzler, every time 
they start talking to me about inflation and how the dollar depreciated, 
I would like to remind them that back in the depression days after the 
crash in 1929, the dollar may not have been cheaper, but I didn’t have 
a dollar with which to buy anything. It is more important to have 
the dollar no matter how cheap, if it will buy something with which 
to feed your children, yourself, and clothe your family and buy shelter 
and put a little bit in the bank, too. I think that has been the history 
of the progress of this country. And this talk about it being necessary 
that we have these economic cycles and these recessions and depressionis 
periodically, I think is just theoretical economic bunk. 

Mr. Scunirzier. We have too much to allow ourselves to drift into 
those things. We do too little homework at the time we should be 
doing it. The AFL-CIO has been calling this to everybody’s attention. 

We were impatient when there was one unemployed person—I am 
not talking about the transients or those who don’t want to work 
you always have a certain number of these, and we always will—but | 
am talking about those actually unemployed. Because I have found 
over all of my life that the minute somebody starts talking about want 
ing cheap prices, then he is also the person who is inte rested in hiring 
cheap labor. And when he gets cheap labor he is hollering like the 
devil about the Government because it has high taxes, and local taxes 
everything in the world is too high except what he takes for himself. 

America has never been built on that philosophy. ‘There has been 
nothing wrong with this country until we got into several imbalances 
that need correction. 

Mr. Motrer. Thank you. 

Mr. Brown. Mr. Schnitzler, I am sure your statement will be very 
helpful to the members of the committee. I see you have our 
friend Mr. Biemiller with you today, who was a very valuable Mem 
ber of Congress for many years. 

Do you care to make any statement, Mr. Biemiller / 

Mr. Bremitier. Thank you, Mr. Chairman. I think Mr. Schnitzler 
has covered this field as thoroughly as one can in a 2-hour hearing. 
I appreciate your courtesy, but I will be see ing you around the halls. 

Mr. Brown. We have been very glad to have vou, gentlemen. You 
are excused now. 

Mr. Widnall ? 

Mr. Wipnatt. I am sorry I couldn't get here earlier, but I had 
another important committee. I heard the latter part of your answers 
to some of the questions asked. 

Who are you actually charging with inaction, now, in facing up to 
this, the administration or the Congress ? 

Mr. Scunirzier. Well, to some extent, both. We started off with 
the administration because we have been calling this situation, based 
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on the studies that we have made for the past 5 years, to their attention. 
| said earlier in my testimony that as we examined the total overall 
figures of the national product, the work force, everything that goes 
into our economy, we find we have been going downhill steadily for 5 
years. 

This recession we are in now did not hit us in September, October, 
or November. That wasn’t the start of it. This is the result of what 
has been going on for 5 years. 

Mr. Wipnatu. Mr. Schnitzler, the recommendations that you are 
making are mostly legislative recommendations; are they not? 

Mr. Scunirz_er. Yes, sir. 

Mr. Wipnat. So that what you are urging upon Congress is speed 
in acting upon the recommendations that you make ? 

Mr. Scunirzter. That is true, sir. And when we have administra- 
tion recommendations we take it directly to the administration. 

Mr. Wipnatt. So that delay by the Congress in consideration of the 
matters and acting upon them and bringing them to the House for 
action, is something that is a most serious roadblock at the present 
time, isn’t it ? 

Mr. Scunirzter. It is at this moment. We have been urging as 
much speed as possible in dealing with this problem and bringing the 
recommendations to the floor of the C ongress. We are at the point 
now where we have all gotten so much information on this problem 
of ours, that we ought to be able to proceed. 

Mr. Wipnatyt. Well, we are at a point now where we are 414 months 
into this year. We were all aware of this problem back in January 
as far as the legislature is concerned. We were aware of it before 
January. 

Depressed areas legislation has been offered in previous years. It 
seems to me Congress itself can certainly be charged with grave re- 
sponsibility in failure to measure up to its responsibilities up to this 
moment. 

Mr. Scunrrazter. Well, [ don’t want to be a whipping boy for the 
Congress. Congress definitely has its responsibilities. Right now 
everything is thrown to the Congress to undo many things ‘that the 
Congress had nothing to do with in the first instance. 

Mr. Wipnawn. But still they are the ones who have to take the 
action. 

Mr. Scuntrazter. Oh, yes. They are the ones who get blamed for 
eve mpreae and I am not ready to do that. 

Wipnatt. Mr. Schnitzler, thank you very much, and I will 
re ad with interest your complete testimony and read what has been 
put into the record up to now on behalf of the AFL-CIO. I know 
their testimony is going to be very valuable. 

I am certainly pleased to see our former colleague, Mr. Biemiller, 
here. I know he is very valuable in presenting information to the 
Members of Congress and that they respect the views that he ex- 
presses, COO. 

Mr. Barrerr. Mr. Chairman. 

Mr. Brown. Mr. Barrett 

Mr. Barrerr. On the way around I didn’t have a chance to be 
heard, 
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Mr. Schnitzler, Mr. Widnall is one of our most capable members. 
He has done a splendid job on this committee, is well liked and highly 
regarded by all of us. I am quite sure he wants to show in the 
record—and we want it in there, too—those who may be responsible 
for dragging their heels on this much-needed legislation. 

We recently passed legislation which went to the President for 
signature. I think Mr. Addonizio, the last time he was here, spoke 
of that legislation which would have given immediate employment to 
thousands in many of the States, and would have curtailed much of 
the unemployment situation. I refer to the rivers and harbors bill 
which the President vetoed. He vetoed it because he felt that Con- 
gress put in some fringes that were not authorized. 

Now, certainly we worked on this legislation. Yet the adminis- 
tration has seen fit not to sign the bill in order that people may be 
given employment. They were very worthy and much needed proj- 
ects. Part of the responsibility deeply lies right within the 
administration. 

Mr. WipnaL. Will the gentleman yield ? 

Mr. Barrett. I would like to yield. 

Mr. Wipnatt. I would like to call to your attention, Mr. Barrett, 
the fact that there was about $8 billion in fully authorized projects 
that were backlogged—rivers and harbors projects—for which money 
could be appropriated by this Congress immediately and action could 
bestarted. The bill that was vetoed by the President was an authoriza- 
tion bill and not an appropriation bill. There is quite a difference. 

Mr. Mutter. If you will yield to me, Mr. Barrett, at that point, the 
projects authorized were projects needed, they weren’t make-work 
projects, they were projects approved by the Corps of Engineers and 
other Government departments as needed and necessary projects. 

Mr. Wipnatu. Mr. Multer, the veto was made by the President be- 
cause there was 18 projects included that had not been approved 
through the proper agencies and that was his objection to the bill and 
he has said that he would sign a bill immediately if those projects were 
taken out. 

Mr. Moutrer. The answer to that, Mr. Widnall, is this: Just as he 
impounded the money appropriated for the Defense Department, just 
as he impounded the money we appropriated for slum clearance last 
year, just as he ordered stretchouts in various programs which helped 

ring about this recession, he could have signed that bill and then said 
“Don’t spend the money on those 18 projects until we get more infor- 
mation,” instead of holding up all of the other projects because he 
didn’t like those 18 projects. 

Mr. Brown. Gentlemen, we can’t expect the witness to get into this 
argument. 

Mr. Apponiz1o. Wecan’t expect it but we were hoping. 

Mr. Scunirzuer. I can say our official position is to urge the Con- 
gress to override the veto. 

Mr. Brown. Any other question, gentlemen ? 

Mr. Breeprne. fox. Mr. Chairman. I wanted to add to the debate 


that just went on, that I could see no reason and most of the farmers 
in Kansas can’t see any reason why the President also vetoed the farm 
freeze bill which definitely takes $250 million away from the taxpayers 
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of Kansas this year, by reducing the price of wheat 22 cents a bushel, 
which means we will buy less tractors and less combines and less auto- 
mobiles. I wanted to get that in there because I blame the administra- 
tion for it. 

Mr. Brown. The committee will now adjourn, to reconvene at 10 
o’clock tomorrow morning. 

(Whereupon, at 12:05 p. m., the committee adjourned until 10 a. m., 
Thursday, May 8, 1958.) 











LEGISLATION TO RELIEVE UNEMPLOYMENT 


THURSDAY, MAY 8, 1958 


Hovusr or Representatives, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met, pursuant to adjournment, at 10 a. m., Hon. 
Brent Spence, chairman, presiding. 

Present: Messrs. Spence (presiding), Brown, Patman, Multer, Ad- 
donizio, Mrs. Sullivan, Mrs. Griffiths, Messrs. Vanik, Anderson, Breed- 
ing, Talle, Kilburn, Mumma, McVey, Hiestand, Bass, Seely-Brown 
and Henderson. 

The CuHairMan. The committee will be in order. 

Our witness today is Mayor Miriani of Detroit and Mayor Tucker 
of St. Louis. Both mayors have distinguished representatives on this 
committee. In fact, I am sure the committee would agree with me 
that they are represented by all the beauty on the committee. I am 
going to call on Mrs. Sullivan to welcome her mayor and Mrs. Grif 
fiths to welcome hers. 

Mrs. Sullivan. 

Mrs. Sutuivan. Thank you, Mr. Chairman. 

It is with great honor that I present to you and to the committee, 
Hon. Raymond R. Tucker, mayor of St. Louis, who is here represent- 
ing the American Municipal Association, as well as our own city. 

Mayor ‘Tucker, would you come up to the committee table, please ? 

May I say, Mr. Chairman, before the mayor starts his testimony, 
that we in St. Louis are very, very proud indeed to have such a for- 
ward-looking, effective, energetic mayor as Raymond Tucker. Re- 
gardless of politics, he works with all groups in our city and has them 
working with him all the time to do many things for the advancement 
and progress of the great city of St. Louis. 

The Cuarrman. Mayor Miriani, will you come forward and be wel 
comed, too # 

Mrs. Grirrirus. Thank you very much, Mr. Chairman. 

I am happy to present to this committee my most distinguished con- 
stituent, Mayor Miriani of the city of Detroit. Mayor Miriani has 
had one of the most distinguished careers in public service of any man 
who has ever been mayor of Detroit. He took over after a man who 
had done a good job as mayor and he took over the city of Detroit at 
one of the most trying times in its recent history. 

I would like to say to you, Mr. Chairman and members of the com- 
mittee, that Mayor Miriani couldn’t be doing a better job. He is 
elected as a nonpartisan, he has been a true nonpartisan. His real in- 
terest is Detroit and its citizens and he is doing a wonderful job and 
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I expect him, and I am sure Mayor Tucker, to prove to you that these 
bills we have before us are very necessary. 

The Cuarrman. Mr. Dilworth, I understand, will not be here and 
I ask that his statement be inserted in the record. 


STATEMENT OF HON. RICHARDSON DILWORTH, MAYOR OF 
PHILADELPHIA, PA. 


Mr. Chairman and members of the committee, I am indeed pleased 
to be asked to testify before your committee, because it is gratifying 
to see a committee like yours take such a broad and comprehensive view 
of the economic problems of this recession. 


THE METROPOLITAN AREAS SUFFER 


The large metropolitan areas feel the impact of the depression nec- 
essarily worse than many other portions of the Nation. While the 
Nation’s percentage of unemployed is about 7 percent, the city of 
Philadelphia, for example, has around 10 percent of its resident labor 
force unemployed and we fear that this might easily continue for 
another year or 2. 

We are not suffering as much as either Detroit which relies on the 
automobile, or Scranton which is affected by the coal plight. But we 
have had serious economic problems for quite some time. 

In fact, when the recession of 1954 struck we had not yet fully re- 
covered from the 1949 recession, and the present depression very 
definitely caught us while we were still trying to get out from under 
the last recession. The reason is that while the diversity of industries 
and economic activities prevent us from falling too deep into the abyss, 
the variety of sick industries, the lack of space for economic growth, 
the problem of access and the congestion of the center of the city 
makes it hard for us to rise in line with the Nation’s prosperity—and 
the same is true in similar metropolitan areas. 


AREA REDEVELOPMENT ACT 


This splendid bill, H. R. 6215, is designed to prop up those parts of 
the country’s economic structure which have shown a long-run tend- 
ency to lag behind. Even before this depression it was counter to 
our basic principles to permit some areas to starve in a sea of abun- 
dance, just as it was in the thirties to permit one-third of our popu- 
lation to remain ill-fed. ill-clothed and ill-housed. 

But now the fear, voiced previously, that this chronic illness in some 
areas might spread its tentacles and engulf the rest of our prosperity, 
has come true. Remedying the basic maladjustment of these areas, 
whose number has grown frighteningly, and raising the income of the 
consumers there, has thus become a Jong-range necessity for the coun- 
try as a whole. 

1. Basic principles: Before going into the provisions of this bill, 
let me make a general remark about the difference of philosophy be- 
tween this bill and several bills proposed by the administration. 

The main purpose of the latter is to help industrial and financial 
interests of local communities to set up new industries if these com- 
munities are almost able to do so, but need some small additional 
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financing in order to manage it, rather than to provide more basic 
help. ‘They provide only for loans of an appallingly low percentage 
of total costs. 

At that, these loans to industry is all ‘these bills offer; no loans for 
public facilities, let alone grants, no payment to unemployed during 
retraining, and so forth—if not too late, it is certainly too little. 

The administration attitude is primarily an attempt to do business 
at the same old stand with a minor increase in authority and funds: 
the existing departments are to carry on as before, no matter how in- 
effectual, without a new approach in a new agency; the determination 
of eligible areas is to be made as it was always done; the services of the 
Commerce Department, not tuned to this problem, are to be used, and 
so forth. All this in spite of the fact that existing legal provisions are 
obviously not enough to take care of the variety of special difficulties 
encountered in these areas. 

The legislation now before you, on the other hand, recognizes clearly 
that this is a special problem which needs special remedies—different 
ones in different situations. H.R. 6215 is providing the remedies, the 
period of repayment, the amounts and the interest rate needed to do 
the job, while administration objects to longer repayment periods, to 
the Senate bill’s inclusion of machinery and equipment, and so forth. 

2. The problems being attacked: There are in essence three types 
of areas which need help: In the first place, those which rely on one 
or a few good industries and which therefore are badly hit if these 
industries are lagging. 

Mayor Miriani will tell you more about this section. 

Secondly, the chronically depressed areas, particularly because their 
main industry has moved out and no new industry has moved in, and 
finally those areas sufficiently diversified to avoid chronic depressions 
but which have enough problems to keep them from enjoying real pros- 
perity over a protrac ted period of time. 

In this last group fall many metropolitan areas and other industrial 
communities. The problem is often one of the age of cities and par- 
ticularly the core of such cities which is getting congested with people 
and vehicles as well as obsolete buildings and not suited for modern 
use. 

H. R. 6215 deals, as mentioned, with all three causes for areas being 
depressed, as well as with the problem of rural depressed areas. It is 
obvious, however, that my mandate today is to address myself pri- 

marily to the third type. 

Eligibility of areas: The real problem of these large cities is con- 
oman near their core. It isthe center of the city which affects the 
entire area, whose accessibility to everybody wanting to do business 
there is vital, and whose congestion and partial obsolescence makes the 
entire metropolitan area suffer. Yet, as you get further out from the 
center of the city toward the suburbs you may often find that the 
regions farther out may, while obviously affected, not show quite the 
high level of unemployment which the bill demands as a qualification 
for help. This is aggravated by the fact that the worst slum areas of a 
metropolis usually lie in and immediately around the center: These 
areas then have the highest number of unemployed and need the help 
most. 
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It is for this reason that I would like to suggest strongly that the 
clauses of the bill qualifying for Federal aid be liberalized. If it is 
not out of order, I would like to suggest language such as that used 
in the bill now before the Senate (S. 3683) which permits, among 
others, an area to qualify even if only 6 percent of the labor force 
have been unemployed during 18 of the last 24 months. I plead for 
this primarily because a metropolitan area consists of hard-pressed 
cities and reasonably prosperous suburbs, and it is the suburbs which 
are likely to pull the unemployment percentage down without, how- 
ever, relieving the city’s problems—on the contrary. For this reason 
I would also like to suggest that section 5 (e) of the Senate bill be 
inserted into H. R. 6215. This section provides that the redevelop- 
ment area may be so designated that it includes “one or more counties 


or one or more municipalities, or a part of a county or municipality.” 


The discretion left with the Administrator is extremely important in 
this connection. 

The American Municipal Association has expressly underwritten 
this kind of provision. The stand of the administration has been, on 
the other hand, that only standard metropolitan areas should be desig 
nated as deserving assistance. While this would make it easier to ad- 


minister such help, it seems to miss the crucial point of such help for 


metropolitan areas. The administration particularly objects to leav- 
ing discretion with a special administrator outside of the old-line de 
partments and agencies. It overlooks that the reasons for including 
some counties in a labor market area (or a standard metropolitan 
area) is for the purpose of including the entire commuting area, but 
not for the purpose of helping the peculiar problems of economically 
lagging areas—problems which often are hidden by the very fact that 
suburbs are included. 

These are invariably better off than the core city, and the remedies 
useful for the core (e. g., industrial redevelopment, training, etc.) may 
be of no importance even to metropolitan suburbs. Usually—and this 
is certainly true of my own city—the burden of une mployme nt falls, 
in addition, primarily on the central municipality which has to cope 
with the social misery, the higher crime rate, and public assistance 
The administration’s objection that such discretion could easily = 
misused can be met by ears that any area designated by the 
Administrator would have to be of some kind of economic homoge 
neity. The center city area, for example, is in most cities clearly de 
fined as to boundaries, and is generally characterized by the type of 
problems which has been described: or the area could comprise the 
old industrial loft building area which needs redevelopment and 
which usually is a clearly established ring around the core, ete. 

4. Direct Federal-local relationship: One ee general point 
H. R. 6215 provides for a great deal of influence by local committees 
as well as autonomy by the political subdivision involved, in deter- 
mining needs and working out plans and programs. The bills sup 
ported by the administration, on the other hand, provide for using the 
established State chainels to the point where the State must approve 
any application, and certify the consistenc y of the area plan with the 
State plan. 

Mr. Chairman, I would like to submit that this provision in your 
bill is almost a necessary prerequisite for quick and effective action. 
From our experience with the urban renewal program, where we deal 
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directly with the Federal Government, as against, say, the highway 
program, we would say that the nec essity to go through the State 
creates delays, bottlenecks and difficulties, This may be because the 
State administrator does not fully appreciate metropolitan problems, 
or because the State has been unable to draw up a State plan, or simply 
because the delay by going through one more agency might jeopardize 
some areas’ applici itions and favor others, depending on the efliciency 
of a particular State’s handling of it. 

As much of this bill’s help will go to urban areas, it is particularly 
important to reduce the dispersal between different agencies. The 
Redevelopment Administrator will thus be pioneering in pulling to- 
gether resources of various departments for the benefit of urban areas, 
trying to apply different measures to different problems with a mini- 
mum of bureaucratic inhibitions. The American Municipal Associa- 
tion has for this reason gone on record in favor of a unified urban 
agency, and this bill can provide the first step in that direction, if the 
administration of this bill’s provisions is teat as an independent 
agency and not, as the executive branch suggests, handed to the old- 
line departments. Placing the Administrator in the HHFA, as the 
Senate bill does, would also be a move in the right direction, reem- 
phasizing the direct relationship with municipal agencies. 

5. Help to industry: The bill before us tends to create jobs by 
attracting new industry into such areas—section 6—as well as by 
making redevelopment of obsolete industrial areas more feasible— 
section 14. A city such as ours has increasingly realized the need for 
industrial redevelopment, particularly near the center. Part of the 
need is for creating enough space to provide access and parking and 
offstreet loading. Part of it is to tear down industrial buildings which 
do not meet modern uses and would create over time—or have created— 
industrial slums. But we have found it difficult in our urban renewal 
program, with its manifold demands from housing, universities, hospi- 
tals, help to areas not yet blighted, et cetera., to find funds also for 
such badly needed industrial redevelopment. 

In addition to making this easier, section 6 provides for loans to 
industries desirous of locs ating or expanding in a distressed community 
for land and buildings. This aid properly fenced in by safeguards 
against competition w vith private financing, is of the greatest impor- 
tance to, particularly, smaller communities with few locational advan- 
tages, and I want to endorse it wholeheartedly. The only point which 
I might add is that some provision could be contained in the bill— 
such as section 6 (b) (7) of S. 3683—providing for loans at a reason- 
able interest rate, which would make the help to distressed areas more 
real, and which would make clause (2) in section 6 (a) of H. R. 6215, 
that no reasonable financing is otherwise available, more realistic. 
Some of the other precautionary provisos of section 6 of the Senate 
bill might make it even safer to include such a class. 

Finally, a comment on the “antipirating” clause of the bill, section 
6 (a) (4), may be in order. This is a difficult provision to write as 
well as to administer, but it is extremely important to insure that this 
bill does not rob Paul to help Peter. In the many bills on this subject 
different versions have been put forth. May I suggest, Mr. Chairman, 
that some reference not only to transfer of plants but also of a signifi- 
cant amount of employment from other areas be included. 
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I am sure this bill does not intend to help firms in older areas to 
gradually transfer their workers to a plant in greener pastures, but 
rather wishes to support the establishment of new and growing 
industries in redevelopment areas—provided their long-range eco- 
nomic advantage lies there. 

Unfair competition between regions by temporary benefits should be 
discouraged. For this reason I would favor a clause such as that in 
H. R. 638, 6244, or S S. 964, which reads: 

* * * 9 transferral of business operations * * * so as to effect a significant 
reduction in employment in any other areas within the United States. 

This language, I believe, is preferable to that adopted in S. 3683 
by the Senate committee, as it provides better protection for older 
eek: Sire areas. 

Training: Sections 16 and 17 of this bill provide for training 
sant retraining of workers and for payment of subsistence to them 
while they train. This is another example of a problem particularly 
besettintg industrially diversified metropolitan areas whose workers 
have to face the changing composition of employment opportunities. 
While other areas can also benefit from this provision, many cities 
have specific problems in this connection. 

Almost every northern city has for some time back experienced 
an inmigration of farmers from declining rural areas in the vicinity, 
as well as migrants coming up from the rural South. These in- 
migrants have usually settled in or near the center of the area, partly 
from choice of neighbors and partly because they have been persis- 
tently excluded from se ttling elsewhere. What is more, such move- 
ment of low-income families into the area has been going on simul- 
taneously with the outmigration of more well-to-do families into the 
suburbs, thus hitting municipalities in a double-barreled way, by add- 
ing to the need for services and lowering its tax base. 

These new families quite often have skills for farming rather than 
industrial aptitudes and often lack the basic knowledge of work in an 
industrial society. A great deal of training is necessary in order to 
prepare them for industrial jobs—jobs which at present are probably 
not available in a redevelopment area. Yet it is imperative that they 
be trained, even though no jobs are in sight. 

Aid to public facilities: H. R. 6215 provides finally for loans and 
grants to communities for public facilities. This provision is specifi- 

“ally intended for those areas coming under the eligibility of this act 
while your chairman’s other bill, H. R. 11474, provides for specific 
loans for the extension of the community facility loan provisions of 
the Housing Act, and I will address myself to that bill later. 

The main point I would like to make in this connection is first that 
the possibility of obtaining grants for such badly needed public facili- 
ties, which would not come under the strained debt limit, greatly ex- 
tends the possibility of making use of this provision. 

They are, secondly, extremely important because with the ever- 
increasing demands on cities for constructing public facilities, it is not 
always possible to give priority to those facilities which are apt to 
help industry and employment and help attract new firms. 


ee 


Fm Co Cr it 


D 


LEGISLATION TO RELIEVE UNEMPLOYMENT 737 
COMMUNITY FACILITIES ACT 


This bill only one weapon in antirecession arsenal: Your chair- 
man’s bill, H. R. 11474, intends to help in ways and in areas which 
other measures have not touched upon, and thus becomes a cornerstone 
in a comprehensive antirecession program. It will greatly assist 
smaller communities, hard put by their inability to keep pace with the 
ever-increasing demand for public facilities, due to their limited eco- 
nomic and tax base. It will also help independent authorities in most 
communities to finance special facilities (piers, parking, housing, et 
cetera) at lower cost. 

The interest rate: The most important shortcoming of this kind 
of bill, however, lies in the interest rate. This is particularly true of 
the bill in the form in which it has passed the Senate, which provides 
for 3144 percent interest rate, but it is also true, though to a lesser 
degree, of H. R. 11474. 

Congressman Rains’ bill, H. R. 11272, provides for financing at the 
rate of 2 percent. There is no question but that many small communi- 
ties could take advantage of even the higher interest rate which, 
their credit standing is low, would make this kind of financing still 
advantageous to them. The same is true of many special authorities 
within the communities. 

It so happens that the city of Philadelphia has only last week issued 
$32 million of bonds at an interest rate below the 3 percent envisaged 
in H. R. 11474, though still slightly above that of the average y ield of 
the bond buyers’ index of 20 municipal bonds. 

This indicates that the bill as it now stands would be of no advan- 
tage to us. Presumably, the same thing is true of many other large 
communities with good credit r: atings. Inasmuch as it is our polic y 
to lower the length of repayment period on municipal bonds rather 
than to raise it, the longer period permitted for repayment under this 
bill would not make its conditions more attractive. 

Mr. Chairman, I hope that I am making it clear that I believe this 
measure is of great help and importance to small communities and to 
authorities, even though large municipalities may not be able to make 
use of it in its present form. Unfortunately, most of the industrial 
unemployment is concentrated precisely in those areas. For that 
reason I would urge you to change the interest to the 2 percent pro- 
vided for in Congressman Rains’ bill. 

The debt limit: The other question remaining in the question of 
the debt limit, i. e., the question whether cities are already so close 
to their statutory debt limit that they could not take advantage of the 
bill. Here the American Municipal Association has made a very use- 
ful survey of the debt position of 129 cities. After those amounts 
which have been authorized but not yet issued have been deducted, 
more than $2 billion of money is avs ailable within the debt limit to those 
communities, so that the total amount provided for in your chairman’s 
bill—and more—could be used to advantage. In our case, we could, 
from a debt limit point of view, make use of 45 to 50 million dollars. 

The Area Redevelopment Act provides for limited amounts for 
grants for public facilities for a specific purpose. In view of the dif- 
ficulty of the interest rate, and in many communities, the debt limit, 
may I suggest that a portion of the funds provided in your bill be 
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earmarked for grants rather than loans, possibly with the proviso 
that they be used within a period of 2 years and only in those cases 
where the particular position of the community does not permit 
taking advantage of the loan provisions of the bill. This, I believe, 

would greatly ‘expand the usefulness of this measure to fight the 


recession. 
SMALL BUSINESS FINANCING 


I have been asked to comment also on several pending bills deal- 
ing with the provision of equity financing for small business. As I 
am not enough of an expert in this field to make detailed recom- 
mendations, 1 would like to confine myself to some general remarks. 

There is no question that small business badly needs equity capi- 
tal. In fact, all but the big firms have been capital-starved in the 
last few years by a disastrously tight money policy. In my own city 
I can vouch for the fact that venture funds have dried up danger- 
ously—and while the money market has loosened now, the willing- 
ness to venture has shrunk. Yet an increase in productive capacity 
and employment of many diversified smaller firms would provide 
the very stimulus for the economy of metropolitan areas so badly 
needed. 

For this reason, I welcome both H. R. 12182, which your chairman 
introduced, and Congressman Patman’s H. R. 10345. 

They go about it in different ways, but they would both provide 
the needed equity capital on a decentralized basis, giving due con- 
sideration to the variation in local situations. 

It has indeed been a privilege and a pleasure to appear before you. 


City OF PHILADELPHIA, 
May 15, 1958 
Hon. BRENT SPENCE, 
Chairman, House Banking and Currency Committee, 
House Office Building, Washington, D. ¢ 

DEAR CONGRESSMEN SPENCE: I am taking the liberty of requesting that in 
addition to the statement which I submitted on behalf of the American Munici- 
pal Association at the May 8 public hearing of your committee, the attached 
comments be included in your record. 

This additional statement refers primarily to matters in which the city of 
Philadelphia is particularly interested. Mr. Kirk Petshek of my staff has dis: 
cussed this with your Mr. John PBarriere 

Sincerely, 
RICHARDSON DILWORTH, Mayor 


STATEMENT OF Hon. RicHarRDSON DILWoRTH, MAYor, ON BEHALF OF THE 
CIty OF PHILADELPHIA 


I. ECONOMIC PROBLEMS 


The committee has addressed itself in a remarkable way to the broad economic 
problems confronting the Nation today rather than confining its deliberations 
to some isolated aspect of it. The depression is indeed in dire need of a com- 
prehensive overall approach rather than of doctoring of symptoms. We are 
badly in need of a courageous short-term attack on the problem of prices. Unless 
this is the case, most short-term measures will be of limited benefit and more will 
be needed in terms of the long-term measures under consideration today. 

The administration has been shaking a finger at business and labor and has 
admonished them to bring about lower prices. I am afraid that this will not 
solve our problem. When I was in college I was taught that decreasing demand, 
which is evident all around us, would bring about lower prices. But since that 
time more and more price agreements between producers in the various indus- 
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tries have been concluded and the general tendency is to cut down production 
and bring about more unemployment rather than letting free competition prevail, 
push prices down and bring commodities within the reach of the population whose 
income has been decreased. In the field of public utilities we are observing it in 
Philadelphia all along: Every time the Philadelphia Transportation Co. de- 
creases its rides it further decreases its service and asks for a fare increase, 
thus further reducing the number of riders. Fuller enforcement of the anti- 
trust laws than we have had in the last few years could do some good in this 
area, as could the strict avoidance of building tariff fences around depressed 
industries. 

Impressed with some salesman who visited him, the President advocated more 
salesmanship to get people to buy more. I would like to respectfully disagree 
with this viewpoint. This may be the very time to make sure that consumers 
get the best possible “buy” and can find out easily what quality they are receiving. 
If we cannot break through the solid wall of administered prices, maybe we can 
increase the amount the dollar buys and can create quality competition. I per- 
sonally think it is about time we take action to correspond to all our protesta- 
tions about the competitive system. It is up to industry to see to it that real 
quality competition is reintroduced, if they are unwilling to compete in price 
terms. 

Il. AREA REDEVELOPMENT ACT 


We are not asking for handouts by favoring this bill. Self-help is the first 
consideration. The Governor of the Commonwealth of Pennsylvania in his 
testimony has outlined the extensive program of his administration. The city 
of Philadelphia, too, has attacked these problems vigorously. We have initiated 
an extensive program of helping existing industries and attracting new ones. 
Significantly, this is going to be done by a nonprofit corporation formed jointly 
by the city administration and the Greater Philadelphia Chamber of Commerce. 
We have, secondly, recognized that the searcity of space is the main shortage 
which industry feels, so we have decided to dedicate large areas of city-owned 
land to the development of industry. From a short run point of view, I have given 
instructions to the authorities and departments under iny control to cut all red- 
tape where possible and construct at as fast a rate as possible all projects now 
contemplated. The city’s development coordinator in my office is continually 
conferring with Federal and State agencies to speed the availability of funds 
for public facilities. 

However, the tux base of any community is in dire need of being increased, as 
it would happen under the Area Redevelopment Act. We have over the last 
decade constructed a tremendous amount of public facilities but we are getting 
so close to the debt limit that we will have to slow down unless we receive some 
help. It might be of interest to this committee that in the postwar years the 
Federal debt increased by 5 percent while the State and local debt increased by 
over 400 percent. Federal cash expenditures doubled while State and local ex- 
penditures tripled with no like discrepancy in revenues. In the last 5 years munic- 
ipal borrowing rates have increased by 70 percent which is more than twice the 
Federal rate. As most of our tax dollar goes to the Federal Government and as 
much of the Federal nondefense expenditures is spent for farm products, other 
rural activities and the preservation of natural resources, it is only reasonable 
that the hard-pressed municipalities and other industrial areas economically hard 
hit ask for a portion of the share of their contribution to the Federal Government. 

I would like to add one more concrete suggestion to the provisions of section 6 
of H. R. 6215: This section does not, as do both H. R. 688 and H. R. 6244, include 
loans for machinery and equipment. This, I think, is regrettable: as the express 
purpose of this bill is to induce new and expanding industry into these areas 
rather than to cause the transfer of existing industries, the possibilities of loans 
for machinery and equipment makes their transfer to another community less 
likely. It is not true, as has been argued, that machinery is so specialized that 
if the original intent of the loan is not realized, these machines could not be sold 
again. This particularly as fast writeoff makes the remaining value after a 
few years low enough so that many pieces of equipment could be sold to dif- 
ferent industries—-and after all even many portions of buildings are designed 
for specific industries rather than for general use. Also, help on equipment is 
often more decisive than help on the building, so that the purpose of this bill 
would be better achieved by including loans for machinery. 
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While our problem is particularly visible in terms of the decline in manufac- 
turing employment, there may well be a point in extending this help not only 
to industry but also to some nonmanufacturing enterprises which might be at- 
tracted faster and increase employment by as much. This could easily be done 
by a broadening of the language of the bill to include enterprises other than 
industry. 

III. COMMUNITY FACILITIES ACT 


Bill H. R. 11474 is one of a number of aids in the public-works field, of which 
the recent sizable appropriation now before Congress for Independence National 
Park in our own city is only one. But while I can say with assurance about 
this particular appropriation that the money can start to be spent the day it is 
made available, the same is generally not true of the public works envisaged 
under the current bill. In fact, these various bills, in the process of being passed 
by Congress, insofar as they appropriate money for projects already underway, 
could help give immediate relief to the current economic difficulties. The aid 
which the bill before you would provide could, by the very nature of the public 
works process, not be used immediately. But it is the very value of the former 
types of appropriation that they can tide us over until the Community Facilities 
Act can have its full impact. Unfortunately, as I view the present depression, 
there will be ample need for many communities to make full use of the benefits 
from the Community Facilities Act even a year from now, in the second phase 
of antirecession action. 

The reason for this necessary delay lies in the nature of public-works program- 
ing. There area great many public works which communities have been contem- 
plating for a long period of time but for which they have not been able to find 
financing. Most communities, however, will engage in detailed planning only of 
those projects which seem likely to be immediately realized. Therefore, new 
public works will need a considerable lag. This time is required for planning. 
receiving bids, and other preliminaries which vary from project to project and 
city to city. In our own case, while we assume that within the next 2 years 
something like an additional $225 million could be spent, we anticipate—and I 
made a quick check of the various departments involved—that not more than 
10 percent could be spent within the first year and not more than a few million 
in the first 6 months. Let me add that this is so in spite of the fact that we have 
in the city of Philadelphia a more carefully worked out 6-year capital construction 
program than many other communities do, which makes it easier for us to push 
projects forward by a year or two if we have the money. 

Finally, let me point out that there is no danger that the money provided for 
in this bill would be preempted by communities which are already well under- 
way with proposed public-facility construction. The reason is that bottlenecks 
other than financial are likely to appear if the construction of too many com- 
munity facilities is attempted at the same time. There is only a limited amount 
of speedup and addition of new projects physically possible. Bottlenecks might 
be encountered with regard to the contractors in the area, the skilled workers, the 
heavy equipment, and the impossibility of giving special treatment to more than 
a limited number of projects. On the other hand, where the projects added due 
to the stimulus of the measure before the committee goes into projects which use 
resources which otherwise would be idle (e. g., improvement of mass transit), 
more could be spent without involving bottlenecks. Hence, this measure would 
permit diversity of use of its funds and thus the distribution of its benefits over 
a wider section of the population. This, I am sure, Mr. Chairman, is what the 
bill intends to do, particularly if help to those communities which would need 
grants rather than loans could also be included. 


IV. SMALL BUSINESS FINANCING 


It seems important that before making public funds available to local private 
investment companies the Federal Government be sure to set standards care- 
fully. Actually, such setting of standards is prescribed in section 202 of the 
bill at present pending before the Senate (S. 3651) which corresponds to your 
chairman’s bill, H. R. 12182, at present before your committee. The purpose of 
risking capital for the sake of the general needs of the economy, could thus be 
realized with less fear of abuse. 

The Government’s task in this area of small business equity capital lies 
primarily in providing a chance for new business ideas, technical and managerial, 
and helping competition where there is reason to think that it might be successful. 
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But in these cases we must be willing to risk a longer shot than private financiers 
would, if we want to preserve the social values which only independent small 
innovators can provide. 

Whatever form this legislation may eventually take—and a great deal of 
thought and wisdom has been poured into this problem, by this committee as 
well as the special committees on small business—I would like to suggest that 
here again we make sure that we avoid permitting the careful economic consid- 
erations of the cautious banker to predominate. Careful evaluation of loans is 
necessary; aS much participation of private investors as possible should be 
stimulated; public funds must be protected; but let’s be sure that the spark of 
venture and risk, which made our country great, not be lost behind too much 
cautiousness. 

The Cuarrman. I am pleased to note that while Mayor Dilworth 
does not favor my community facilities bill, he says it is the bill that 
will be most advantageous to small communities. "That is not a very 
strong argument to be presented to the chairman because he comes 
from an area composed of small communities that have been highly 
depressed and most of the greater depressed areas in the United States 
at this time are small communities. I think they ought to have some 
relief. 

I am sure the big cities need relief, but I want it to be understood 
that it is the opinion of the chairman that the depressed areas of 
eastern Kentucky, of southern Illinois, and the areas of Pennsylvania 
where there are no great cities need relief and if my bill will do that, 
I will be highly delighted. 

Now, Mayor Tucker, you may proceed. 


STATEMENT OF HON. RAYMOND R. TUCKER, MAYOR OF 
ST. LOUIS, MO. 


Mayor Tucker. Mr. Chairman, if I may be permitted to just say a 
few words about my introduction by our distinguished representative 
from St. Louis, Congresswoman Sullivan, I think the story I heard 
recently would amplify that introduction. I heard a gentleman get 
up after such an introduction and say you should treat it as a rare and 
exotic perfume. It should be inhaled but not swallowed. 

Mr. Chairman and members of the committee, I appreciate very 
much this opportunity to appear before your committee. As stated, 
I appear in behalf of the city of St. Louis and the American Municipal 
Association. 

You are in the process of making a most commendably thorough 
study of current recession problems. 

I believe that the results of our study will be beneficial in their 
relation to our immediate economic problems. Equally significant 
will be the long-range relationship of your study to the ‘effective 

carrying out of ‘the responsibility of the Federal Government under 
the Employment Act of 1946. 

That act establishes the goal of full employment in a prosperous 
economy. Its implementation under varying conditions requires a 
continuous process of study and action. 

In appearing before you, I cannot assume the guise of an expert 
economist. I can share with you some reactions to current economic 
problems from my vantage point as mayor of a large city. 

Since the city of St. Louis has not suffered chronic unemployment, 
my experience reflects the position of a city whose current economic 
difficulties are part and parcel of the general economic recession. 
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St. Louis enjoys, in addition, a wide diversification in its industrial 
base, and is not, therefore, in the more extreme position of difficulty 
faced by a city relying largely upon the continued prosperity of 1 or 2 
industries. 

Fourteen different categories of major industries account for 90 
percent of the total manufacturing employment in the St. Louis met- 
ropolitan area. No one major industry classification employed in 
1954 more than 13.6 percent of the area’s total of workers in manu- 
facturing. 

Unofficial estimates place the current unemployment in the St. Louis 
metropolitan area at 8.7 percent of the total labor force. Close to 
55 percent of the area une nploy ment is in the city of St. Louis, which, 
with 2 Missouri counties and 2 Illinois counties, composes the standard 
metropolitan area. Unemployment in the city of St. Louis can be 
estimated to be — 10 percent of the total labor force. 

As you know, by last reports, unemployment nationally was run- 
ning at about 7 percent of the total labor force. 

Nationwide unemployment in a recession focuses particular atten- 
tion on metropolitan areas because of the industrial concentrations 
which are the backbones of such areas. Central cities of metropolitan 
areas tend to bear the heavier weight of the unemployment in those 
areas. 

The recent metropolitan St. Louis survey cited the trend in the 
United States toward regional economies. For various reasons, the 
overwhelming concentration of industrial activity in one section of 
the country is expected to decline. Few industries remain primarily 
raw material oriented. An increase in the variety of products manu- 
factured reduces the advantage of centralized, large scale operation, 
and inventories and distribution favor manufacturing close to the 
market. The movement toward more uniform wages has reduced the 
labor orientation of industry. 

As regional economies grow, many W ill offer markets large enough 
to warrant regional plants. 

The development of regional economies is, I believe, a healthy pros- 
pect for the entire United States. Basic economic changes seem to 
indicate such developments. It is extremely important, however, that 
all levels of government work together in understanding these changes 
and in coping with the problems brought about by them. 

The immediate problems of the recession regarding unemployment 
are symptomatic of more deeply set difficulties of our metropolitan 
areas. 

AREA REDEVELOPMENT BILL 


Your committee currently has under consideration legislation aimed 
at furnishing correctives for aes areas which have economic 
difficulties. Your chairman’s bill, H. R. 6215, seeks the alleviation 
of conditions of excessive unemployment and underemployment in de- 
pressed areas. I believe this bill is intelligently conceived and 
deserves support. 

The area-redevelopment bill, H. R. 6215, envisages the granting of 
loans for industrial facilities and public facilities. It provides for 
direct grants of money for public facilities in areas declared to be in- 
dustrial or rural redevelopment areas. 
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Such areas shall be designated by the Administrator of the Area Re- 
development Administration upon his finding that a certain degree of 
unemployment has e *xisted over a period of time. Federal participa- 
tion in loans for industrial facilities may be up to 6624 percent. 

H. R. 6215 anticipates assisting industri: al location in such areas by 
adding to the industrial capacity of the Nation. It wisely contains 
restrictive provisions against the simple shifting of an industrial facil- 
ity from one area to another. 

Section 14 of H. R. 6215 makes it easier to redevelop decayed and 
outmoded industrial areas. Such redevelopment is sorely needed in 
central-city areas, and is difficult under the existing urban-renewal 
program. 

If the Housing and Home Finance Administrator is allowed to pro- 
vide financial assistance under urban-renewal programs for the rede- 
velopment of primarily industrial and commercial areas, a major step 
will have been taken for the expansion of city industry and the preser- 
vation and expansion of employment opportunities. 

Section 16 of the bill requires the Secretary of Labor to provide 
suitable training for unemployed individuals residing in redevelop- 
ment areas who are in need of training or retraining. Section 17 pro- 
vides compensation to such trainees who are not receiving unemploy- 
ment compe ‘nsation. 

These training provisions are well advised. Metropolitan areas are 
receiving increasing numbers of persons moving in from rural areas 
who are not possessed of vocational skills. 

Most of these persons, incidentally, tend to live in the core city. 
Without industrial skills, their employment tends to be marginal and 
is most rapidly terminated when economic reverses occur. 

In addition, technological changes in industry often displace work- 
ers who have not acquired new skills. Would it not even be wise to 
make retraining programs available to employed persons—though 
Without compensation—in jobs threatened by technological changes in 
their industry / 

The general principles behind this bill assume the need for real Fed 
eral action in redevelopment areas. The type of action has been well 
thought out. It is sensible directed to the kinds of problems likely to 
be faced on a recurring basis by metropolitan areas. There certainly 
will be continuing readjustments in the shape of our economy. 

[f regional economies are to become the pattern in the future, the 
met ropolit: in centers of those economies will need assistance in re- 
equipping themselves with the needed facilities for new industry. 
T ome will need assistance in providing development capital for the lo- 

cation of new industry. 

In making certain suggestions about this bill, may I revert to some 
of the unemployment statistics in the St. Louis area presented earlier 
in my statement ¢ 

While areawide unemployment has reached 8.7 percent of the total 
labor force, unemployment in the city of St. Louis has reached around 
10 percent of ie al labor force. 

Under H. R. 6215, an area may be designated an industrial redevel 
opment area fe unemployment of not less than 8 percent of the labor 
force exists and has existed for the major portion of each of the pre 
ceeding 2 years. Alternatively, the designation applies if unemploy 
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ment has been not less than 12 percent of the total labor force for a 6- 
month period with no prospect of improvement. 

Notice that for a central city the definition of “area” may be vital. 
Unemployment could easily drop under 8 percent for the entire 
metropolitan area in St. Louis and remain above 8 percent in the 
city proper. I would suggest a careful etter of this prob- 
fem in your consideration of the definition of “area” or in the per- 
centage of unemployment figure you choose. If : an entire metropoli- 
tan area is under consideration, I believe the percentage of unem- 
ployment should be less than 8 percent. 

I would like to state, further, my wholehearted support of provi- 
sions aimed at assisting low-income rural areas. Both humanitarian 
considerations and the enlightened self-interest of cities suggest such 
support. No metropolitan area can become fully healthy unless the 
rural areas within its broad economic region are making real economic 
progress. 

I believe, then, that your chairman’s bill, H. R. 6215, follows prin- 
ciples which will be of permanent value to offset difficulties which 
our metropolitan areas will inevitably encounter during economic 
change, even in an expanding economy. 

If the suggestions to which I have drawn attention are carefully 
considered, I believe you can construct legislation which will assist 
not only chronically ¢ depressed or single- industry metropolitan areas 
but, also, areas whose setback may be part of a general recession. 

Remember, too, that in such legislation the principle of lending 
money for sound additions to the economy is followed to a large 
degree. Further, such legislation, passed now, would be ready in 
future years, even if we were to pull out of this recession before too 
many more months. 


COMMUNITY FACILITIES AND PUBLIC-WORKS BILLS 


Your committee is also considering legislation providing for the 
lending of money by the Federal Government for community facilities 
and public works in areas of labor surplus. 

Such legislation has been introduced by your chairman (H. R. 
11474), by Congressman Rains (H. R. 11272), by Congresswoman 
Sullivan, from the city of St. Louis (H. R. 11277), and by other 
members of this committee. 

These bills encompass the same laudable purpose. They seek to 
make funds available at low rates of interest to communities having 
difficulties financing local public works. Federal money is lent, and 
would have to be reasonably secured. Not only would needed local 
public works be constructed, but the construction activity would put 
people to work in areas of labor surplus. 

The approach in H. R. 11474 would place the interest rate on such 
loans at about 3 percent. In the bills introduced by Congressman 
Rains, Congresswoman Sullivan, and others, the interest rate on the 
loans is fixed at 2 percent. I believe the Senate version of this 
legislation has a formula for computing the interest rate which would 
run at around 31% percent. 

These bills provide anywhere from $1 billion (Senate version) to 
$214 billion for loans for community facilities and public-works 
purposes. 
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Mr. Chairman, as a background to my comments on this legislation, 
may I describe our situation with respect to long-range capital im- 
provements in St. Louis? 

In 1955, the voters of St. Louis overwhelmingly aproved a 23-point, 
10-year, bond-issue program of $110 million. The first 6 years of 
work under this bond issue is carefully programed to bring about the 
expenditure of slightly over $12 million per year. Such a planned 
program can be maintained financially by a 5-cent increase per 
hundred dollars of assessed valuation in the city of St. Louis, imposed 
at the outset of the program. 

It is my opinion that the voters of St. Louis exercised a high degree 
of wisdom in authorizing this bond issue. In 1955, when the bond 
issue passed, we were not experiencing an abnormal degree of unem- 
ployment. ‘The projects voted upon were sound in themselves and 
were necessary for the progress of our city. Many of these projects 
represent the city’s own local efforts to equip itself for the challenges 
a changing economy presents to our older metropolitan areas. 

However, we are extraordinarily fortunate in St. Louis to have 
this bond issue in operation during this period of general, nation- 
wide, economic reverses. Without these programs underway, our 
employ ment situation would be far worse. 

The last sale of bonds under the 1955 authorization took place this 
past February. At that time, the city of St. Louis sold about $12,- 
200,000 worth of bonds at a rate of 2.75 percent. 

I believe this kind of experience with interest rates in the bond 
market is repeated in many of our larger metropolitan communities. 
This experience would suggest that large cities would not be likely 
to seek loans from the Federal Government if the required interest 
rate were 3'4 or even 3 percent. For such a program to affect large 
cities, I believe the interest rate in the Rains-Sullivan type bills would 
be more realistic. 

However, I should not disparage any efforts to make public con- 
struction loan funds available to those smaller communities or other 
public agencies whose private bond market standing is such that 
burdensomely high interest rates must be paid. 

Further, even large cities must pay beyond 3 percent for revenue 
bonds as opposed to general obligation bonds. Major capital im- 
provements in the St. ‘Louis w aterworks, for example, could be more 
immediately expedited with 2 percent revenue bonds, requiring less 
drastic increases in water rates paid by the people. 

In St. Louis, further, we would not seek to take advantage of the 
50-year repayment provisions. We seek to hold to repayments of 
loans within 20 years. Again, however, I believe the long period of 
repayment would be helpful to communities less capable « of rapidly 

retiring outstanding capital. 

I would be less than frank if I did not report that a significant 
time lag occurs between the authorization of a local public works 
project ‘and its actual construction planning, site location, site acqui- 
sition, and so forth are tedious, and, in some cases, frustrating proc- 
esses. Difficulties in site location have delayed some of our scheduled 

Louis projects. These types of delays confront even the best 
efforts to speed up local projects. 
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However, after a year of existence of a capital improvements pro- 
gram, a determined annual rate of expenditure can be reached. The 
parallel planning of various projects makes this possible. 

Municipalities, as you know, operate for the most part in this 
country under significant fiscal restrictions, imposed by State con- 
stitutions and legislatures. Ceilings on property tax rates and other 
forms of taxation, as well as the exclusion of many forms of taxation 
from consideration, are problems which bedevil municipal admin- 
istrators, particularly during periods of soaring costs. 

I am particularly conscious of this problem at the present period 
of budget making in St. Louis. Just recently the Missouri State Leg- 
islature refused to grant permission to the people of St. Louis to 
vote on whether they would accept an increase in the municipal 

sarnings tax. 

Under such conditions, proposals to accelerate local public works 
run into the problem that any increase in indebtedness beyond that 

carefully scheduled requires an increase in taxation to retire the 
jlaihedueen. Of course, the lower the interest rate for city bonds, the 
greater amount of outstanding bonds may be supported. 

Further, cities normally operate under a constitutionally imposed 
ceiling on their debt incurring power. The city of St. Louis has 
a present debt under the constitutional limit of $139,792,000 although 
the bulk of this authorized debt has not been issued. The city may 
incur further debt within the constitutional limit of $32,405,000. 
Revenue bonds do not come under the State debt limitation. 

Some slight acceleration of the issuance of authorized bonds would 
take place if loans were available at lower rates of interest. The is- 
suance of 2-percent revenue bonds would likewise aid hard-pressed 
city economies and hasten — major construction. 

Any participation in such a Federal loan program by the city of 
St. Louis would require the approv: al of two-thirds of those voting on 
the proposal at a citywide election. 

Thus the antirecessionary effects of this type of legislation might 
be limited in major ¢ ities in the short run. However, I recognize that 
many communities have had trouble in placing their bonds in the 
private market at supportable rates. Such communities may have 
projects ready to go but for the financing. This type of legislation 
could play a valuable role in such areas. 


OTHER ANTIRECESSION MEASURES 


The community facilities and public works legislation can only 
be considered as a part of a package of antirecession activities. 

I support wholeheartedly the position of the American Municipal 
Association as expressed by its president, Mayor George Christopher, 
of San Francisco, in his letter of March 19, 1958, to the President 
and in his testimony of March 25, 1958, to the Senate Committee on 
Banking and Currency. I am sure these documents are available to 
your committee. 

The acceleration and expansion of existing Federal grant-in-aid 
construction programs was suggested by Mayor C hristopher as a 
“most immediate and effective” answer to current unemployment 


slack. 
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He pointed out that the administrative machinery was available at 
all levels of government to effect a rapid translation of appropriations 
into going projects. 

Programs emphasized under this approach included the Federal 
airport program, the highway program, construction of sewage-treat- 
ment works, hospital construction, urban renew al, and public housing. 

These programs are soundly conc eived, and their expansion and 
acceleration would provide benefits both in the short run and in the 
long run. | 

Thave yesterday presented a statement to the House Appropriations 
Committee and will this afternoon appear before the Senate Appro- 

riations Committee concerning the St. Louis flood protection project. 

lere is a project so adv: anced in planning and site acquisition that 
men could be put to work by early fall if appropriation for construc- 
tion is made this session. 

Local funds are available. This project would make available 
industrial sites in St. Louis which would have a permanently beneficial 
effect on the city’s economy. 

[ consider this project to be a worthwhile antirecessionary measure. 
However, the administration does not feel its effect on employment 
would be immediate enough. I submit, Mr. Chairman and members 
of the committee, that 5 months is among the shorter periods at the 
end of which legislation passed in this session could take direct eco- 
nomic effect. 

Similarly the city of St. Louis will be seeking further appropriations 
for the Jefferson National Expansion Memorial. We have finally 
reached the breakthrough point on difficult local obstructions. Appro- 
priations for this long-planned project can be used this year. 

Thus the granting of additional funds for existing national pro- 
grams of direct aid, and the pursuit of local projects of sound concep- 
tion represent a significant additional part of a package of antire- 
cession activities. 

I was asked to comment on pending legislation regarding problems 
of small-business financing. I certainly feel that the provision of 
adequate sources of capital for small business is of real importance 
for the continued health of the economy. 

I have not, however, been able fully to study the pending legislation. 
Congressman Patman’s bill (H. R. 10345) calls for a Small Business 
Capital Bank System. H. R. 12182, introduced by your chairman, 
uses a different method for providing capital funds for small business. 

I am not equipped to deal with these differences in approach. I 
commend the problem and its solution to the skill and experience of 
your committee. 

Mr. Chairman, the most factual analyses predict a magnificent 
long-run expansion for our national economy. I commend your com- 
mittee for its detailed study of measures aimed at effecting a smooth 
path for all segments of the economy while that goal is being achieved. 
The sure prospect of long-run economic expansion should not obstruct 
our view of pitfalls along the way. Intelligent action by all levels of 
government can help us avoid those pitfalls. 

Thank you, Mr. Chairman and members of the committee, for this 

opportunity to appear before you. 

The CHarrmMan. We will now call Mayor Miriani, of Detroit. 
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Mr. Patman. Will we be allowed to ask Mayor Miriani questions? 

The CHarrman. We will wait until both witnesses have concluded. 
These gentlemen are here representing the same organization, the 
American Municipal Association. 

Mr. Patman. Some of us can’t be here that long. I thought the 
rules were that we would have an opportunity to question a witness 
after he had testified. 

The CuHarrman. I think we owe the courtesy to the mayors to let 
them read their statements and then the committee may interrogate 
them. 

Mr. Parman. I thought we would interrogate each one as they 
appear. It should not take long. It might deny us the privilege of 
asking any questions. 

The CuamMan. That is an unreasonable statement for you to make. 

Mr. Parman. I do not see where it is unreasonable to question 
witnesses. 

The Cuatrman. Mayor Miriani will take the stand. It is cus- 
tomary to do that when the witnesses are on the same subject and then 
you can both be interrogated. 


STATEMENT OF HON. LOUIS C. MIRIANI, MAYOR OF DETROIT, MICH. 


Mayor Mrriant. Mr. Chairman, before proceeding, may I say that 
our distinguished Member of Congress, Mrs. Martha Griffiths, is held 
in high esteem in the city of Detroit by all the citizens, and also the 
State of Mic chigan, and we in our great city and State believe that she 
is performing yeoman and commendable services not only for Detroit 
and Michigan but for our Nation and we have not only admired her, 
but we hold her in great affection and I am sure as you look at Mrs. 
Griffths, you understand why I say with great affection. 

Thank you for permitting me to say that. 

The Cuamman. I am sure the committee’s views coincide with 
yours on the subject. 

Mayor Mrrrant. Mr. Chairman and members of the committee 

realizing that the ‘welfare of our Nation and that of millions of its 
sidale depends upon the legislation now pending before your honor- 
able body, I am most grateful for this opportunity to submit for your 
consideration such information as I have at my command. 

I am appearing before you in a dual capacity: First, as a member 
of the executive committee of the American Munici ipal Association ; 
secondly, as mayor of the city of Detroit, and in behalf of the metro- 
politan Detroit area. 

Last Friday, the Detroit metropolitan area conference of mayors, 
representing 91 communities in southeastern Michigan, unanimously 
passed a resolution supporting this plea that legislative relief be given 
quickly to their stricken area. 

With more than 5 million Americans now unemployed, it has become 
obvious that the first order of business, as far as the proposed legisla- 
tive program under consideration is concerned, is for an immediate 
program to ease the shock caused by the present unemployment crisis. 

The second phase, which also will have an immediate stimulating 
effect through restoration of public confidence, is the long-range legis- 
lative program designed to strengthen the Nation’s economy by cor- 
recting inherent evils which have added to present conditions. 
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I know that this committee and other Members of Congress are 
aware that the restoration of jobs depends upon the restoration of 
consumer buying to more normal levels. 

I know, too, that you have been presented with much testimony and 
are giving thorough consideration to the numerous proposals which 
already have been included in a variety of bills. 

In speaking in behalf of the mayors of the Nation, I wish to thank 
this committee for the expeditiousness with which it is handling its 
tremendous responsibility. 

I am in entire agreement with the idea that the creation of jobs is 
of prime importance. I cannot stress too strongly the dire need for 
immediacy of action in that direction. 

The conflagration which threatens to consume us must be extin- 
guished first. The problem of repairing and rebuilding the structure 
of our economy should follow. 

I cannot understand the thinking of those who advocate a wait-and- 
see policy while debating the cause of the blaze and the relatively 
minute differences between the various available tec hniques and 
methods. Surely, it must be recognized that even a wet blanket can 
be more effective at fighting a starting fire than if directed at every 
proposal on how to put the fire out. 

There is no substitute for a steady, weekly paycheck in restoring a 
man’s confidence or his buying power. 

The hopes of the unemployed he in such important efforts as are 
being ms a by this and other congressional committees who have had 
the foresight and the public interest to delve deeply into factfinding in 
preparation for remedial action. 

Nowhere is this more appreciated than in Detroit metropolitan area, 
where 275,000 persons, 18 percent of the normal working force, are 
now out of work and thousands of others suffering under the inade- 
quate income from part-time jobs. 

I dislike statistics when discussing people. These are husbands and 
fathers who are unable to provide for their families. These include 
thousands of workers who never before have been out of work and are 
workers with 10, 20, and even more years of seniority. These are men 
who want jobs—not charity. 

Thousands are older men who have many years of productive life 
ahead of them, but for whom there are no jobs to go back to. These 
are the wage earners who have been hit by the evolution of manufac- 
turing methods, of which automation is but a small part. 

It was particularly heartwarming to learn, from the invitational 
letter from your chairman, that this er also is concerned about 
the problems facing so-called depressed are 

Detroit has been particularly hard hit by tide industrial revolution. 
But it is not a problem unique to Detroit, but one that has been ex- 
perienced by all large industrial centers where previously bustling 
plants now stand idle because of the obsolescence of multistoried 
structures, the lack of elbow room for expansion, and other factors 
caused by abnormal population growth. 

Detroit believes it has an answer to this problem, and I will discuss 
this in detail later. 

Your committee has asked me specifically for information as to the 
situation in Detroit. 
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On March 31, I reported to the House Ways and —— Committee 
that unemployment in the Detroit area numbered 2 15 percent 
of the labor force. 

Two weeks ago, that figure already had increased to upwards of 
265,000, or 1714 . percent of the labor force. Today it stands at 275,- 
000, and shana 1 out of every 5 workmen is idle. This makes the 
Detroit metropolitan area the hardest hit in the Nation. 

Of the total number of unemployed, 45 percent comprise those in 
the automotive industry ; 28 percent from other manufacturing plants, 
and 12 percent from the construction industry. 

I realize that many Members of Congress come from areas where 
the phrases, “temporary business slump” and “slight recession” are 
applicable in the present situation. I realize. too, that some areas 
are even better off than that. But none are too far removed to 
smell the smoke. 

I am bringing you a firsthand report from the section of our Nation 
where the fire is out of control. 

I’m old enough to remember back three decades when the same cries 
of “Fire” were scoffed at, fallaciously waved aside with slogans, and 
with inadequate programs, and ignored up to the very point when 
those who had sneered the most also started jumping out of windows. 

I am not talking about a slight business slump. I am not talking 
about a slight recession. I am talking about a depression. 

I am talking about long lines at the unemployment benefit windows, 
many for their last check. 

I am talking about long lines of welfare applicants now being 
processed in Detroit at the rate of 300 a day with the present backlog 
nearing 5,000 cases awaiting processing. 

1 am talking about more than 11,000 families, averaging 4 persons 
to a family, who are depending upon welfare aid for food and other 
bare necessities of life, 70 percent of them seeking welfare for the 
first time. 

I am talking about block-long lines of those still worse off—those 
who cannot even qualify for welfare aid—getting their meager meals 
in soup lines. 

I will not bore you more with statistics. What I do want to point 
out is that while individual communities have in some measure been 
able to handle the situation, the financial breaking point has been 
reached. 

Detroit has set up its budget for the fiscal year beginning July 
In it we have financed a deficit of almost $8 million borrowed to ied 
the current welfare deficit. 

In it we have included some $16 million to meet welfare costs for 
the 1958-59 period—a figure, by the way, which will be wholly in- 
adequate if present trends continue. 

We instituted drastic economies, including a savings of $2,800,000 
in the current and $6 million for 1958-59 budget. All city employees 
have been denied cost-of-living adjustments to which they are entitled. 

We have refunded a substantial portion of the debt service require- 
ments. We have bonded and taxed up to our statutory limits. 

In other words, we have reached our financial ability to cope with 
the situation. We are not alone in this plight. It is shared by count- 
less other communities. It is shared by State governmental units as 
well. 
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Some time ago our department heads prepared a public works pro- 
gram totaling $45 million and which would provide almost 13 million 
man-hours of labor. 

These are worthwhile and needed capital improvement projects: 
which have been delayed and which we would have authorized if we 
had the funds. These projects are over and above the total authorized 
capital improvement program of $134 million already financed by 
normal local and State and Federal matching funds. I have attached 
the list hereto as exhibit A. 

This program can be launched at once. This program will put men 
to work at once. 

Similar programs are available throughout Michigan as our Gov- 
ernor, G. Mennen Williams, testified recently before your committee. 
They are, no doubt, available in every hard-hit area 

You have before you several measures which would provide the 
necessary funds for the creation of jobs immediately through such 
programs. 

Federal relief offers the only available solution. Such relief must 
come as quickly as possible. It must come in a realistic form and 
tailored to the varied abilities of local governments to participate. 

Many communities will require outright grants-in-aid, not only for 
works programs but to meet welfare obligations. Others will require 
long-term loans with a few years of moratoriums on repayment 
and/or interest charges. 

{ recommend a ceiling on the interest rate st 2 percent, in order 
to avoid future crippling effects upon local manicipal economies. 

There have been several bills submitted to Congress that recognize 
the need for making available useful employment opportunities to 
all those able, willing, and desiring to work. I have had the oppor- 
tunity to review bill S. 8231 submitted on February 5 and referred to 
the Senate Public Works Committee. This type of bill, in my opin- 
ion, hits directly at the problem and provides for a program that 
could be initiated quickly and gives the administrator authority 
enough to allocate funds for worthwhile public improvements, a 
ticularly in those areas where the unemployment is recognized : 
ser ious, 

I have supported the proposal to remove the excise tax upon auto- 
mobiles, being firmly convinced that this would stimulate the sales 
of this product. 

But whatever decision is to be made by Congress in this matter, it 
should be made at once because the mere fact that such action is under 
study has caused the withdrawal of countless prospective purchasers 
from the market. 

I make this plea, not only in behalf of Detroit, but in behalf of 
communities in 19 States in hia ‘h automobile manufacturing is being 
done. Only one-third of all automobile manufacturing is being con- 
ducted in the State of Michigan and, despite the popular conception, 
only 23 percent in Detroit. 

I urge that proposed Federal projects for construction, flood con- 
trol, and so forth, scheduled for areas of labor surpluses be put into 
immediate programing. 

Tax relief measures should be evaluated as to their effectiveness in 
providing employment most quickly. 
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More effort should be given toward the channeling of defense con- 
tracts into surplus labor areas. 

These suggestions I submit as my own humble opinion. I cannot 
qualify as an expert economist. 

I am merely one of the thousands of chief executives of loca] units 
of government who seek desperately for jobs for our unfortunate 
fellowmen. 

I would like to submit for the official record of this committee a 
copy of the national municipal policy of the American Municipal 
Association for 1958 which was adopted at our last meeting. 

You will note that on page 16, section 25, on urban renewal, we 
recommend to Congress that the Housing Act be amended to recognize 
the need for a broadened approach to permit a greater share of the 
Federal programs resources to be devoted to redevelopment for com- 
mercial and industrial purposes. 

This particular recommendation is given consideration in bill H. R. 
6215, introduced by Congressman Spence, and bill H. R. 5471, intro- 
duced by Congresswoman Griffiths. 

Other suggested amendments are also proposed in this section of 
our national policy which I would like you to give consideration to. 
Section 25-9 is of particular importance to our particular area. 

Other sections of the national policy statement, which I refer to 
for your consideration, are No. 26 and No. 27 which express the feeling 
of the cities of the United Sates on mutual assistance on Federal-aid 
public-works programs, which you are considering in bills H. R. 11474 
and H. R. 11272. 

Mr. Chairman, I was most encouraged to note that your invitation 
expressed the committee’s concern, not only for the critical employ- 
ment situation caused by current business conditions, but for the 
chronic unemployment caused by physical factors in depressed areas. 

I know you are all aware of the critical problems caused by the 
current trends of shifting populations from rural to urban areas and 
particularly the problems of large core cities of metropolitan areas. 

Detroit provides a typical exe umple_ of how this choking process has 
produced slums and its resultant deterioration of a citys’ tax base. 

The fact that the assessed valuation of our downtown area declined 
by $100 million in 20 years, I cite as only one example. 

Fortunately Congress provided the means of attacking slum-housing 
conditions through a slum clearance and rehabilitation legislation. 
Detroit has gained a national reputation in its application of this type 
of legislation and is successfully meeting and combating the problems 
arising from housing blight. 

However, another problem has arisen that has had a serious effect 
upon employment and one that cannot be met entirely under existing 
legislation—and that is in the area of industrial blight. 

The rehabilitation of obsolescent industrial areas has become a vital 
issue to many of our older cities. The problem arises primarily because 
of a change from the old multistoried factory buildings to the new 
concept of structures that lend themselves to a more efficient operation. 

The need for more parking space for the automobiles owned by 
employees and for more adequate streets to handle growing truck 
traffic are two more of the phases that have made the old-style build- 
ings inefficient and too costly to maintain in this highly competitive 
age. 
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While Federal assistance is available to such projects under the 1954 
Federal Housing Act, providing that the areas can qualify under the 
slum-housing provisions of the act, aid is still needed by cities who 
desire to rehabilitate areas composed solely of blighted industrial 
buildings. 

Detroit is now in the process of tackling one such neighborhood at 
its own expense, and by so doing has demonstrated the basic soundness 
of the concept of rehabilitating older deteriorated industrial areas. 

I have attached hereto two exhibits, one an aerial view of this pilot 
site and the other, the site plan for its eventual rehabilitation as an 
industrial park offering modern facilities to meet the present-day needs 
of small industries. 

It is significant to point out that employment in this area had 
dropped off by one-third within the past 4 years and that this pilot 
area already has been assured of occupancy by firms that will pro- 
vide hundreds of additional jobs as well adding to the tax base. 

We in Detroit have employed an industrial coordinator and created 
a hard-hitting industrial coordinating committee. 

They are in the process of setting up programs for the rehabilita- 
tion of a number of industrial blighted areas. 

Detroit has completed a number of detailed studies which clearly 
have indicated the nature and magnitude of the problem of industrial 
obsolescence and blight. These studies have set the framework for 
a coordinated attack on this serious problem. 

This industrial renewal study measured the quality of industrial 
buildings and environment in each block of the city’s industrial 
corridors. 

It was found that of the 7,109 acres within the industrial corridors 
that are presently being used for industrial purposes, 840 or 11.9 
percent, had an extreme degree of obsolescence and deterioration, and 
1,700 acres or 23.8 percent hi ad a considerable degree. 

The industrial study determined that 40.6 percent of the city’s indus- 
try is in need of room for expansion or rehabilitation. A significant 
proportion of these industries are threatening to move out of Detroit 
despite the availability of skilled labor w ithin the c ity. 

The loss of these plants would mean a reduction of 60,000 manu- 
facturing jobs and the loss of the purchasing power represented by 
these jobs. 

Detroit, because of these background studies, is now in a position 
to undertake a large scale industrial renewal program which will 
have a great effect in reducing unemployment and thus help strengthen 
its economy. 

The city has analyzed the Area Redevelopment Act as set forth 

. H. R. 5471 1 and H. R. 6215 and feels that such legislation would 

‘id materially in speeding up the industrial renewal program is suf- 
ficient funds are made available to us. 

In closing, I also would like to express my views concerning the 
financial problems of small businesses. 

From our investigations in Detroit concerning the well-being of 
small business in our city, we have from time to time talked with 
officials of our banking community, our investment people, and the 
Small Business Administration. 
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We have found that it is the usual, rather than the unusual, that a 
well-managed small business has not had any difficulty in securing 
short-term operating and capital loans. We, however, do not know 
of any facility within our State which provides a long-range equity 
capital or working funds to small-business concerns. 

We believe that any added legislation which will assist in main- 
taining a good stable small-business establishment, whether it be in 
Detroit or any where else in the country, is not only good but necessary 
so that small businesses can continue to grow even dur ing times when 

available loan funds become tightened. 

In order to avoid administrative restrictions that might be of such 
nature as to be contrary to the intent of relief legislation, perhaps 
some system should be included wherein capital loans could be insured 
by the Government like those now presently in force in housing and 
farming 

This would help liberalize the necessary conservatism that is re- 
quired of our banking institutions under existing laws. There has 
been a great deal of effort made in Michigan for legislation which 
would enable the organization of a credit development corporation to 
assist small business, but it has not been formalized because the State 
is not able to finance such a plan. 

Our recently appointed 27-man industrial and commercial de 
velopment committee’s primary purpose is to maintain and expand 
our existing business establishments and to bring into Detroit new 
industries. 

We are much interested in securing diversified industries which you 
would term “small business,” those with 250 or less employees. 

We have no problem in getting businesses relocated that have large 
capital accounts, but have considerable difficulty in finding working 
or investment capital for small industries of good reputation but 
who have been in business only for the past several years. These 
businesses have not had sufficient time to establish a long credit rating, 
and as a result, are unable to secure loans for expansion or loans for 
necessary working capital in these times. 

We have had insufficient time to review the previous testimony 
given before the committee, but we do know that there certainly are 
areas where funds should be made available to small business where 
equity and long-term capital is not available from existing private 
@#ources. 

Let me again thank you for the opportunity of appearing before 
your honor able body. I hope I have been of some help. 

I have tried to stress the impact of a present crisis, particularly 
apon the industrial communities of the Nation. 

The picture, without a doubt, is a gloomy one at the moment, 
put it is not a hopeless one. This is still the strongest Nation on 
earth. Our economy is basically sound and all that is needed 1 
quick action to keep it so. 

We, the mayors of the Nation, joint in the prayers for prompt ac- 
tion on your part to keep it so. 

(The exhibits attached to Mayor Miriani’s statement are as fol 
lows :) 
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Exuisit A.—Public works projects 








Man-hours | Labor cost Other | Total 

Arts_- paces = eM tee ts 73, 840 | $147, 680 $11, 900 | $159, 580 
Assessors nis iid ale lad rte eater 19, 237 35, 002 } 35, 002 
Civic Center Commission... ---. = 4,070 | 11, 550 2, 500 | 14, 050 
Civil service. -_... ; ie ca he oe 52,000 | 83, 200 | R3, 200 
Health_- a | 104, 000 193, 500 | 193, 500 
Historical Commission. Satine tale widens 164, 240 328, 480 | 104, 000 432, 480 
Jury Commission - - > ie ene ckeiae | 480 | 800 ; 800 
Lighting - -- ood 362, 062 | 742, 228 | 192, 854 935, 082 
Parks and recreation- ac Sa _..| 2,968,600 | 5, 633, 604 | 992, 221 6, 625, 825 
Police_- os mre , 3, 520 | 7,040 | 4, 800 11, 840 
Public works--. : | 2, 784, 000 | ae 960 | 4, 367, 234 10, 359, 194 
Purch: asing --- j - ‘ | 8, 544 | , 200 | 2, 800 20, 000 
Recorder’s court-criminal _ - 4, 160 10, 000 10, 000 
Streets and traffic. - 3 | 4, 116, 400 | 8, 206,700 | 11,875, 000 20, 081, 700 
Zoological Park--.- oe 88, 000 | 169, 400 | 19, 900 | 189, 300 

Total general fund-.- Speiedeasesl 10, 753, 153 | 21, 578, 344 | 17, 573, 209 39, 151, 553 
Library fund__. : — Se ee ee 42, 160 | 89, 250 | 4, 400 93, 650 

Total tax supported _- Sees 10,795,313 | 21,667,594 | 17,577,609 39, 245, 203 
ee ae ae ino ; 3,840 | 7,200 |_. 7, 200 
Street railways- : 32, 000 65, 600 | 2, 400 68, 000 
Water.....-- etc ankbond : 2, 004, 800 4,057, 050 2, 495, 450 6, 582, 500 

| ‘itis 2, 040, 640 4, 129, 850 | 2, 497, 850 6, 627, 700 

Grand total. 12, 835, 953 25, 797, 144 20, 075, 459 45, 872, 903 


The Cuatrman. Mayor Tucker, will you return to the stand and 
you and Mayor Miriani may subject yourselves to interrogation. 

Mayor Miriani, to what extent has there been a migration into 
Detroit of people seeking jobs? 

Mayor Mirani. We don’t think at the present time we have mi- 
gration coming because of the continual amounts of publicity show- 
ing us as a depressed labor area. We think that many people have 
returned to their homes, the total number of which we cannot assess, 
but we have records, let’s say, on the unemployment compensation 
service that would indicate that 275,000 is about the sound figures 
for our metropolitan areas, and that possibly of the 275,000 not more 
than 15,000 or 20,000 have actually left. 

In other words, they are the fs amilies, the 275,000 consist of family 
men who have had long seniority in most of the plants and many 
of the plants. 

The CHairman. Before the depression took place, there was a 
migration. Have the automobile companies large inventories at the 
present time ? 

Mayor Mrrrant. They have large inventories according to the last 
reports I read in the W: all Street Journal. 

The CuatrMan. Has not the cost of producing an automobile greatly 
lessened because of technological improvements and laborsaving de- 
vices ? 

Mayor Mrirrant. I don’t quite get the question in relation to the 
price bei ing high for the man to buy. 

The Cuamman. Haven't they, under the present prices, continually 
made higher profits because of the technological improvements in 
laborsaving devices? 

Mayor Mirtant. I can’t answer that, but I can answer this, many 
of us who are consumers and purchasers would like to see the auto- 
mobiles, let’s say reduced in cost. Let me put it this way: I think 
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you can make a very fine deal now for your old car if you want to 
because the dealers are really working and the companies are and I 
noticed the other day when | traded one of my cars that I did it at a 
considerable saving over 7 or 8 months ago. 

The Cuamman. What effect do you ‘think the repeal of the excise 
taxes would have ? 

Mayor Mirrant. If the excise tax was actually removed for a period 
of time, and stipulations in the law were that it had to go to the 
consumer, I am speculating but I would say it would actually give 
an advancement In purchasing that would number anywhere from 
15 to 20 percent. 

The CuarrMan. If that is true, then a reduction in the price would 
have the same effect ? 

Mayor Miriant. That is right. That is right. I think reduction 
in the price, let’s say in the excise tax, that totaled from $200 to 
$350 would be stimulating in purchasing. 

The Cuatrrman. Now we havea paradoxic al condition where unem- 
ployment exists everywhere, production is falling off and prices are 
rising. 

Don’t you thing the automobile companies could very well afford 
to reduce their price to get rid of the inventory ? 

Mayor MrrrAnt. I don’t know. I can’t answer that. Now I can 
say this: You have touched on a very peculiar aspect of the entire 
economy. In the city of Detroit there are industries you know that 
are doing better in 1958 than they did in 1957 and as you have pointed 
out, the durable-goods industry is hard hit and as I have said, out of 
the 275,000 unemployed, better than 45 percent come from the dur- 
able industries. 

The CHarrman. And the depression in Detroit is largely the result 
of the shutdown in the snianeals industry. 

Mayor Mrrrant. That is correct, that is correct. 

The CHarrmMan. It seems to me we should find some fundamental 
way by which we could have the automobile industry go into full 
operation as soon as possible. That would relieve all your troubles, 
wouldn’t it? 

Mayor Mrrranr. It would relieve a great share. As I stated the 
other day, when someone asked me if I like being mayor, I said I 
liked it to the extent that $10 million would solve all my problems, 
presently. 

The Cuarrman. What was the primary cause of the depression in 
Detroit? Why did they shut down? 

Mayor Mirrant. I suppose if you ask them it would be the fact that 
people aren’t buying. That is my own idea. I think going back 2 
years ago when in 1956 you will remember, the automobile ‘industry 
had a bad b: wcklog in December that bogged the market in 1! 57, and 
then in 1957, in Dec ember, if you will remember, another large inven- 
tory of 800,000 to 900,000 cars bogged the inventory for 1958. 

I can’t as of now answer as to the technical problems or the reasons 
for it. All I can say as mayor looking at this, if December 1956 
had been a normal month where the inventory had been 200,000 or 
less, that we would have had a very fine 1957 and I am assuming that 
had December 1957 been a normal inventory month of several hundred 
thousand cars instead of the 900,000 cars, that 1958 would have been 
more productive. 
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Now, exactly as to the reasons for it, I am not an expert, I am not 
an economist, Tam only a politician as they like to say when we get 
talking. I try to stay in my field, but upon occasion I like to express 
my opinions and that is what I think is part of the trouble that we 
have had, not only i in Detroit, but in the entire country, because 1 out 
of 6, you know, work because we in Detroit make cars. 

The Cuarrman. What percentage of the automobile industry is 
shut down now ? 

Mayor MirrAnt. It is hard for me to say. What I know is that 
the figures of 275,000 I don’t think give us the entire answer. There 
are many working i in many of the pl ants that are only working 3 and 
4 days a week. 

Now, the total extent of the loss of, say, productivity in consumers— 
you know—purchasing power, I can’t forecast, but we do have a very 
extensive force of labor working in manufacturing plants that are not 
working 5 days a week. Those figures you can’t get because the un- 
employment compensation won’t carry them unless they apply for 
compensation. 

The CHatrman. What was the entire employment of the industry 
in normal times ¢ 

Mayor Mrirrant. I can’t answer that. I can’t answer as to the total. 
Roughly 18 percent represents 275,000 so if you took and added to that 
you would have better than 2 million people employed. 

Now you referred to the small communities. Let me say, Mr. Chair 
man, small communities—let’s say, as you have pointed out—let’s take 
a figure of 25,000 or less, they could benefit in many, many ways. Re 
cently, in Michigan we had a mayors’ exchange day, and apparently in 
exchanging they thought I would be more c ompetent to go to a city of 
about 1,500 and that is where they sent me. I went over there and 
found that that small city could actually use $50,000 for a sewage dis 
posal plant such as Mayor Tucker was describing, but the hitch is the 
interest rate when they go to apply for money. Because of the small 
ness of the community, the rates are anywhere from 4 percent to 5 per 
cent. Let’s say a 2 percent rate would actually have that community 
coming in and asking for the money—let’s say payable on a 15- or 20- 
year term—and they would have a sewage disposal plant that they 
need badly and want, and they are scrimping and saving at the rate 
of $1,000 a year in order to assure it 10 years from now. 

The CHarrMan. I represent a district of little towns. Are you sure 
that the big cities wouldn’t get all of it? 

Mayor Mirrant. I don’t think so. It happens now, Mr. Chairman, 
that where we can borrow, we are getting such good rates—the other 
day we put out a bid on our housing loans—we can borrow the money 
cheaper than the Federal Government can loan it to us. Actu: ally the 
Federal Government to us is a banker making a profit because we can 
almost borrow on short-term notes for three-quarters of 1 percent, 
against I think 2 point something. 

The Cuarrman. At that rate you don’t need much Government help. 

Mayor Mretant. We don’t need Government help in that field but we 
need Government help in the blighted areas of industry, we need public 
works and things of that kind. 

The Crarrman. I am just talking about community facilities. I 
am for all the bills. 
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Mayor Mirtant. I was simply saying your bill on small communities 
I think would bri ing an avalanche of wood projects. Thank you. 

Dr. Talle. 

Mr. Tauie. Thank you, Mr. Chairman. 

I want to say thank you to both of you mayors of large cities, and 
likewise to the mayor of Philadelphia, although he is not here. 

The rate just mentioned applies only to short-term notes; doesn’t it ? 

Mayor Mirani. Yes, that is right, i year or less. Not for long-term 
notes. Although I think both Mayor Tucker and I will say that we 
are borrowing money and funds, I suppose because of our good credit 

rating and his good credit rating. I think our last loan in Detroit was 
2.47. 

Mr. Tauir. That is an advantageous rate, I would say. 

Mayor Mirani. But we can’t bond any more at the minute because 
we have put everything in this new budget of trying to stir up our 
public works and capital improvement projects. So the difference 
between our fee today and what it would have been 20 years from 
now is that this year the cities, particularly the large cities are meet- 
ing their responsibilities and obligations and are not coming with hat 
in hand to congressional committees asking for something that they 
are not trying to do because as I have pointed out in our relief budget 
this new one beginning in July has better than 245 times the amount 
we had in last year and we also have a bigger and better capital im- 
meanest program—mostly bonded however—to try to give the 
stimulus of correcting the problems that we have, let’s say in our 
city. 

Mr. Tair. I wanted to assure you gentlemen that I share with 
you your interest in getting jobs for people who don’t have them, 
and preserving the jobs of those who do have them. 

Now, I would like to look at this in a practical way. My looking 
at it centers around a rate of 2 percent. The record shows that in 
the first 4 months of this year, nearly $3 billion—2.9, to be accurate, 
of State and municipal long-term issues, were placed in the private 
investment market. 

Not a single one of those issues was sold at a rate as low as 2 percent. 

» looking at the practical aspect of it, had there been a Federal 
“ol in effect at the time, allowing 2 percent, the financing would not 
have gone to the private market, it would have come to ‘the Federal 
Government, as a matter of simple business advantage. And so, at 
$2 billion provided in 1 bill, the funds would have lasted 8 months, 
on that basis. 

So my question is, do you have in mind any restriction in any bill 
to prevent this thing from merely working out so it is a shift from 
local lendings to Federal lendings ? 

Mayor Mrrrant. May I answer it this way: Let’s take the city of 
Detroit. The city of Detroit has one water intake. It isa good one 
but in an emergency such as we have had in defense, all you have to 
do is knock it out, and you have knocked out 22 percent of the war 
effort. 

We are now thinking to going to Lake Huron, with many com- 
munities that make up our metropolitan area. The project we are 
talking about which is another intake—better water, cleaner water; 
as a matter of fact, they tell me it is even cleaner than when the 
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Indians found it 200 and some-odd years ago in the area. It is Lake 
Huron. 

We intend trying to work it out to go there. It may cost all the 
communities together, some 90 of us, some $250 to $300 million. 
I know we can borrow at the 2-plus percent rate. 

Even our water commission through revenue bonds has been bor- 
rowing—and we go to the market to ‘get it and we have been getting 
it at less than three—this facility in my judgment is not only a good 
facility for the people of Michigan, I think this facility is a 700d 
investment for the people of America in a defense measure. 

Now, if it should happen that the engineering—and we think it is 
going to prove out that we can do it—we would like to be able to 
nail it down to about 2 percent over a period of 30 years instead of 
borrowing maybe at whatever the market may be—it could be 2.43, 
it could be 3, it could be 314, depending on the time we go to market. 

I am not suggesting we destroy or hurt the banking fraternity. I 
am suggesting that the public interest would dictate that a facility 
of this kind is good for everybody, the 48 States as well as the city of 
Detroit and the 91 neighbors. So on that basis, I am simply saying 
that a firm—I make a distinction in loans, that this could be firmed 
up and if it was firmed up at 2 percent it would certainly aid us freely 
in analyzing whether the facility is feasible. 

Mr. Tate. I think you mentioned a figure of $290 million. 

Mayor Mrrrant. I mentioned that this facility would cost us be- 
tween $200 million and $300 million. We don’t know yet. 

Mr. Tatty. That bears out the point made by our chairman, Mr. 
Spence, that the big cities would take it all and the smaller towns 
couldn’t get anything. 

Mayor Mirani. W ell, I am assuming that you are going to give 
priority to projects. Now, if we came in with a paving program of 
$20 or $30 million to borrow at 2 percent, I think you would look at us 
and say, “Look, it is average financing, and you ought to do it.’ 

I am ‘talking about financing over and above what we would nor- 
mally do. So I am trying to “dis stinguish between normal, going to 
the bank to borrow, and what you think is a capital improvement ex- 
tended over a period of years which has a tremendous public interest 
value attached to it. 

Mr. Taiz. Unfortunately the bill doesn’t contain any restriction 
of that character. Thus far I am not satisfied that this proposal would 
do more than shift money from the local market to the Federal Gov- 
ernment, and no new jobs would be created. 

Mayor Mririant. I am a firm believer that a city should not ask for 
help unless it is over and above what it normally does. It has to be 
extraordinary, let me put it that way. 

I would not come to you to borrow money simply because we are in 
the market to get money and get cheap money. I think there is a 
distinguishing feature between our continual everyday services and 
something else, any more than when we spoke about the small business. 
We have a belief that would help us in our area tremendously. We 
think there are things over and above all this that can give us a lft. 

The CuHarrMan. Mr. Patman. 

Mr. Parman. First, to the mayor of Detroit, Mr. Miriani, I would 
like to ask you if revenue bonds do not require a higher rate of interest 
than the ordinary general obligation bank bonds? 
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Mayor Miriantr. Yes. Unless you have a facility such as we have 
in our water commission which has a record 

Mr. Parman. Generally that is true; isn’t it? 

Mayor Mirrant. That is right. 

Mr. Parman. Now, I want to compliment the mayor of St. Louis, 
too, for his statement endorsing the Sullivan-Griffiths bill, setting 2 
percent interest rate on the community facilities legislation. 

Now, our distinguished Congresswomen from Detroit and St. Louis 
have each introduced bills along the lines that you discussed in your 
testimony. ‘They provide for a2 percent interest rate. I want to give 
you the information now, which I believe is the correct information 
that the issue in this committee on the pending legislation will be the 
interest rate. 

Now, you are not hurting the banks by advocating a low interest 
rate because banks should not handle these bonds anyway. If they 
do, they are going outside of the banking business. They should not 
handle this type of bond. They should handle other kinds of paper. 
So it is not an attack on the bankers to advocate a 2 percent interest 
rare on this community loan program. 

Furthermore, the people are reluctant to vote bonds now. It has 
been brought out before this committee a number of times that people 
in local communities pay taxes on what they owe, in many instances, 
rather than on what they own. For instance, many people who buy 
homes through FHA, VA, and other ways, make only a small down- 
payment, but when they render their property for taxation they are 
required to render it for taxation as though they owned it 100 percent, 
when they don’t own it; they just owe for it. 

When they pay taxes they pay taxes on what they owe, rather than 
on what they own. The ad valorem tax is the most burdensome tax 
on earth. 

Mr. Vanik. Will you yield at that point ? 

Mr. Parman. If it is urgent, I will, Mr. Vanik. 

Mr. Vanrx. I have heard you make that point before. Don’t we 
base those real-estate taxes on the basis of what services are rendered 
the property rather than the value of it ? 

Mr. Parman. Not necessarily. Service enters into it, of course, but 
the valuation is an ad valorem tax based upon valuation of the prop- 
erty. If it is a watch in your poc ‘ket and you render it for taxation, 
you pay a tax on the value of it. The same is true of your automobile, 
your home, or anything else. I just give the home as an illustration. 
But that includes all propert y—personal and real—that is rendered 
for taxation in the local communities. 

Mr. Vanik. But that pays for police protection and other things. 

Mr. Parman. The taxpayers share in the benefits of such services, 
that is true, but I am talking about people paying taxes on the property 
that they own as distinguished from property that they owe for. 

I am not saying that it should not be done. I am just saying it is 
the most burdensome tax on earth. Therefore, we should be reluctant 
to shift the burden of additional taxation which ought to be based 
upon ability to pay, upon ~— who are paying on what they owe, 

rather than what they own. That is the point that I am trying to 
make. 

So this 2 percent rate I think is justified for the reason that the loca! 
communities are not likely to take advantage of this program unless 
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the rate is low. They have to have some inducement to undertake 
additional debt and a low interest rate is the only inducement I know 
of that we could very well give them. I think it would be a good thing 
to do, to give them that inducement as advocated both by Mrs. Sullivan 
and by Mrs. Griffiths in the bills they have introduced. 

The New York Times this morning carries an article about interest 
rates, as it does every morning. Now, interest rates are going down. 
They should go down. Why should we be considering high interest 
rates in this legislation ? 

Federal funds yesterday in New York were bid at 14% and offered 
at 114. Now, the rate on Federal funds—and Federal funds are high- 
powered dollars, incidentally—is the only bank rate which is really 
made by competition. In lending and borrowing Federal funds the 
banks are lending and borrowing from one another, and here you have 
competition among the banks. This rate reflects money supply and 
demand, and when it is low, credit is easy, because there is a plentiful 
supply of free bank reserves, even if the banks haven’t yet reduced 
the rate they charge on commercial loans. 

So interest rates have been going down. I think this committee 
should certainly give careful considet ‘ation before offering to raise 
interest rates on tax-exempt bonds, rather than lowering interest rates 
on tax-exempt bonds. 

I think it is terrible for local communities to have to pay 41% and 
5 percent on bonds that are tax-exempt, and the owners of the bonds 
pay no tax on them whatever. 

| want to compliment both of you gentlemen on your testimony. I 
realize that you are looking at the prob lem from the st: indpoint of 
the entire country. Your respective cities will not benefit so much 
because you can get money at a lower interest rate even than the 2 
ee But the little towns and the small communities out over 
the Nation, thousands of them, are not so fortunate. They are just 
fed to the wolves, so to speak. They may just have to take what 
is offered them for their bonds, and sometimes this against conscience. 

I think a 4-percent rate on tax-exempt bonds is immoral. I think 
it ~ wrong. 

I have used my time. 

The Cuarreman. Mr. Mumma. 

Mr. Mumma. Honorable Mayors, I have enjoyed the testimony of 
both of you this morning. I am glad to hear most of the argument 
this morning has been on interest rates and bonds. Don’t you think 
the maturity of those different issues enters into the rate? I have a 
written statement here that would go along to this effect. 

Is it not a fact that most municipal bonds are sold with the 20-year 
or 30-year serial maturity and only occasionally does the maturity 
extend as long as 40 years? Doesn’t the interest rate get more, with 
respect to length ? 

Mayor Tucker. We have bonds reaching maturity in 5, 10, 15, or 
20 years. As a result, we get various interest rates on the different 
series. Of course, the longer the bond is in existence before maturity, 
the higher the interest rate is going to be. 

Mr. Mumma. In our municipality of Harrisburg it is even less 
than that. I think the interest rate is going to be the subject of a lot 
of discussion here. I don’t believe the Government wants to be a 
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loan shark or enter into the business of making money on it, but it is 
a question of whether we should lose on it, either. 

I notice that you people have very good programs and it makes 
me feel as if there is some solution to this thing available. 

That is my only remark, Mr. Chairman. 

Mayor Mrrrant. Well, Mr. Chairman, I hope you work that out, 
but in addition to that I hope you will remember the public works 
program and industrial blight and so on that we talk about. We 
know that this is one facet, only, of a complete program. 

Mr. Mumma. My opinion is that the community facility bill is 
going to be the big thing. It may not add up in dollars, but there 
are more communities in my district that need sewage and water 
plants than anything else. 

In the water systems, the engineering on that is lable to take 2 
years, isn't it ¢ 

Mayor Mirani. Well, a lot of it will. 

Mr. Mumma. In my district, if there is anybody who is busy, it is 
engineers. 

Mayor Mirrant. As I said, I think there is a backlog of public im- 
provements from many, many of our small communities. But in 
your complete discussion and evaluation I hope you don’t lose sight 
of the fact that some of the big cities are in distressed labor areas and 
something has to be done to work out a program which will tie in, 
let’s say, or give us a lift or a floor of movement of action, and that 
bill isn't going to help us considerably. 

Mr. Mumma. A lot of this public works money is in this rivers and 
harbors bill, which is very controversial. 

Mayor Miriani. We are not in that one. 

Mr. Mumma. The seaway isn’t so far away from you, is it? 

Mayor Mrrrani. We have a good flood control. The Rouge River 
runs all over the place and I am sure they will go in there to testify 
to help us, but that is one that will take some time, as you have pointed 
out, engineeringwise, and so forth. We are talking about specifics. 
If the committee said, “What could you do with $50 million if we 
gave it to you?” I want you to know we could begin spending it Mon- 
day morning on very solid programs and we could assure you of 13 
million man-hours of labor. 

Mr. Mumma. The engineering work is all done? 

Mayor Mrrrant. It is all done and ready to go. All we need is 
money. 


. 


The Cuarrman. Mr. Multer. 

Mr. Meurer. Thank you. 

You gentlemen, together with Mayor Dilworth, have presented very 
fine and comprehensive statements for the consideration of this com- 
mittee. I think the complete answer to this talk about. the interest 
rates is if the municipalities can borrow money from the United 
States Government at 3 percent or less, which the United States 
Government will borrow on bonds at about 2 to 3 percent interest, 
which are taxable, on which the United States Government can get. a 
return taxwise, we are a lot better off than letting the municipalities 
and the States borrow that same money at anywhere from 3 to 5 
percent, on tax-exempt bonds, from which the United States Govern- 
ment can get no revenue. I think you gentlemen will agree with that. 

Mayor Tucker. Yes. 
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Mr. Motrer. I would like to have unanimous consent to yield the 
balance of my time in equal parts to the distinguished ladies from 
Michigan and Missouri. When you get to them, may they have that 
additional time? 

The Cuarrman, Surely, we will agree to that. 

Mr. Brown. Mr. Chairman, may I ask unanimous consent that I 
also yield my time to the distinguished ladies? 

The Cuarrman. That will be done. 

Mr. Hiestand. 

Mr. Hrestanp. Mayor Tucker, I am very much impressed with 
your statement and by the obvious condition of St. Louis, a balanced 
city which is trying, and to a great degree succeeding, in pulling itself 
out of any problems. I am, as I say, very much impressed. I may 
not agree with all of the premises you have and the philosophy back 
of it, but the statement indicates good business management there and 
that make sense. 

Mayor Miriani, I shall always have an affection for Detroit. I 
lived there 6 years and I still have a very deep interest in it. I am 
much impressed, also, with your statement and I cannot help but com- 
ment that, of course, you have to be concerned, particularly in the first 
half of your statement, with the immediate problem you are facing, 
the problem of people who are in a bad way. 

I am considering, also, the fact that we are seemingly considering— 
and your statement does, also—the results of a problem we have here, 
rather than getting at the causes of it. 

I don’t blame you, you understand, because you have the job to do. 
I am taking our distinguished colleague’s opinion of you as 100 per- 
cent right, that you are a man of very large stature, and I am won- 
dering « on this matter of getting at the causes, after all the cause of 
this recession pretty much nationally stems right back to Detroit 
where the cost of manufacturing apparently has put the price of 
automobiles out of the market. I think almost everyone agrees on 
that. It is not quite a new problem. Some of us were surprised 
that we got away with these high costs in 1956 and 1957, but in 1958 
we had gotten too far. 

Now, don’t you agree that there are in these costs very many fac- 
tors, including the cumulative cost of these coerced rounds of wage 
increases as well as the cost of steel which in turn was based upon 
some rounds of wage increases in the steel industry ? 

I am wondering if we—yesterday I read into the record, a record 
of the profits per car that the car manufacturers had made for the 
last 4 years and they were astoundingly small. I am wondering if 
you as the biggest citizen in Detroit, have given thought to the possi- 
bility of getting these manufacturers and these labor monopolies to- 
gether and knocking their heads together, and let’s not be satisfied 
with $100 or $300 off on a car, but make a new car for $1,000 less. 
Wouldn’t that put Detroit on the map fast ? 

Mayor Mrirranr. Mr. Congressman, that is a new approach for me 
to bang their heads together, because the usual philosophy is for them 
to bang my head. 

What I just want to say to you is this, that wage increases in them- 
selves are not harmful. As a matter of fact, we pride ourselves in 
Detroit, I think, that our wages for city government, for city work, 
are what we consider 
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Mr. Hiestanp. We are all for that, of course. 

Mayor Mirrani. I was Chairman of the War Labor Board for 5 
years in wartime and had all these people together. We got along 
very well. I can’t speak as to what wages ought to be. All I know 
is that when I went up to Columbiaville, the small town, I was a 
butcher for a half a day—that was the village president’s position— 
my wife said she hoped I found out what meat costs and what gro- 
ceries cost, so she thinks I am probably underpaid from the way we 
handle the table. 

I assume that the average fellow who works, after the bite you take 
out of it in the Federal Government—you know you fellows get the 
first whack at everything, which always means we get the last of it— 
he feels pretty badly when he looks at that check. So I can’t speak 
for Mr. Colbert or Mr. Ford or Mr. Curtice or Mr. Reuther. 

I think that the automobile manufacturers are well able to handle 
themselves in negotiation. I think Walter Reuther as the president 
of the UAW has a responsibility that attaches to him representing a 
million and a half people, to see that they get what he considers and 
they consider is their share of this productivity, and I leave it to them, 
and I bless both of them and hope that they can work it out. 

As to car costs, I don’t know about this whole thing. Competitively 
you would think something ought to happen in this field. I don’t 
want to get involved in telling them what a car costs because they 
will tell me what government ought to cost in Detroit. 

All I know is that this year we lost better than two and a half 
million dollars in taxes because of low inventories in personal prop- 
erty, and all I know is that the unemployment created because of the 
automobile, which permeates the entire Nation, that I can’t imagine 
that everybody isn’t buying a car because the car is too costly. 

Take a look at the Chevrolet this year 

Hr. Hresranp. I bought a Chevrolet the other day. 

Mayor Mirtant. Did you buy the Impala model ? 

Mr. Hrestanp. No. 

Mayor Mrrrant. Just take a look. They are selling them there— 
at least—and this I would stand corrected if somebody can correct 
me—I watched this Impala—that is the two new models you know 
they have, they are selling those things like lightning and that is the 
highest price of the bunch. 

Now, all I am saying to you is if that is so, I can’t argue about 
cost. Apparently some people like style, such as you have on this 
committee. 

Mr. Apponiz1o. Mayor Tucker, I am sorry I did not hear all of 
your statement, but I assure you that I will read it. However, I did 
hear Mayor Miriani’s statement and I listened with a great deal of 
interest. 

It would appear to me that some individuals who will read your 
statement, Mayor, and perhaps even some who may have heard it, will 
label you as a prophet of gloom. Do you consider yourself such an 
individual ? 

Mayor Mrrrant. No. If you will notice in my statement, I tell you 
that we are spending better than $134 million in capital improvements. 
I will take the gloom and doom to this point that there is nothing 
going to happen in Detroit for 12 weeks that is going to make it any 


better. 
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Mr. Apponizio. In other words, Mayor, you don’t believe the term 
“alleged recession” which some conservatives are calling an economic 
slump, would be a convincing phrase to the 514 million people who are 
unemployed ¢ 

Mayor Mirani. You are not going to convince our 275,000 who get 
no pay check and who are running ‘out of unemployment compensa- 
tion, that we haven’t got a depression. You can’t convince 11,000 
families, 70 percent of which have never been on relief, that this isn’t a 
depression. You can’t convince the mayor of Detroit that 4,000 cases 
which is our average on welfare, it is this morning 11,800 that there 
isn’t a depression. 

Mr. Apponizio. What is your party affiliation ? 

Mayor Mrrianz. I am not partisan. The Republicans say I am a 
Democrat. The Democrats say I am a Republican, and the Socialists 

say Lam just plain no good. 

‘Mr. Murer. Do you mean nobody calls you a Socialist ? 

Mr. Apvonizio. There has been a great deal of talk by some groups 
lately about transferring funds from the Federal Government back to 
the State governments. “One of these programs they talk about is slum 
clearance. Now, how much help do large cities such as St. Louis and 
Detroit receive from their respective State governments in solving 
municipal problems such as slum clearance / 

Mayor Miriani. We don’t get any. 

Mayor Tucker. Neither do we. 

Mayor Mirianti. I am glad you brought that point up. That is an 
irritant for all of us. I say it is an irritant which is handled by the 
Federal Government. You bait us into doing it. You get us in and 
then you pull the chair out and say “It has been nice knowing you, 
and you walk out and leave us. 

Now, if you want to hand back those programs to us, hand back 
the tax money, _ we will love you for it. Asa matter of fact, I was 
going to say—I don’t know how much money we pay in taxes in 
St. Louis and Detroit. I know we pay a lot of it, and I know you 
give it back to us- 

Mr. Apponizio. I was referring to the help that you receive from 
the States. 

Mayor Mrriani. Not any. We don’t get any. We are very for- 
tunate that we have the program, and the Federal Government is to 
be complimented, only we hope the committee will not let the Govern- 
ment pull the chair out from under us because, if you do, we are in 
trouble again. It is a good partnership arrangement; we love it, and 
we love the way it is going. All we say is put in a few more dollars 
to make it effective and successful. 

And, furthermore, can I just give you this: I was talking to our 
C ongresswoman, Mrs. Griffiths, this morning. We have a program 
known as S. 111. It is 1,241 units. Mr. Cole’s office has agreed to 
$17,000 as the ceiling. It is, roughly, a $20 million program. We 
can’t get it in at $17,000 a unit. The best we can do—and many other 
cities are in the same boat—is $17,700, so we are a million off. 

Mr. Cole says, even though it is an administrative decision, he 
doesn’t want to give us the additional million dollars because he is 
limited to $17,000. I have been all the way from Detroit to Chicago 
to Washington to Chicago on to Washington to the White House. 
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We got three letters. The letters are just different in saying “No,” 
but the conclusion is the same. 

What I am saying to you is we are holding up a program of $20 
million which we can speed into for a million dollars because on the 
administrative level they say, “If we treat you differently, then all 
cities will come in and Congress will ask us why we ran out of money.” 

If we had the million dollars, we would put it in to get it going. 
We haven't got it. But for $700 we are holding up a $20 million 
project and, as I listen to all the talk about how do you speed produc- 
tion, how do you get things done—you wouldn’t hold me up for 5 
percent; that is w hat it amounts to, of the whole total. 

I think Mr. Cole should give us the million dollars and thank us 
that we are that mie and that speedy to get in there. Instead, I 
am meeting today at 3 o’clock to hear him say “No” again, I suppose. 

Mr. Apponizio. I ri he says “Yes,” because | think he should give 
it to you, too. 

Mr. Brown (presiding). Mr. Bass, you are recognized. 

Mr. Bass. No questions. 

Mr. Brown. Mrs. Sullivan, you are recognized for 9 minutes. 

Mrs. SuLLIvAN. Mayor Tucker, both you and Mayor Miriani have 
made excellent presentations on the conditions in your respective cities 
and on the steps you are taking or think should be taken to alleviate 
the unemployment problem. 

You both also mentioned some of the thoughtful planning that has 
been done in these two large cities. I am going to be brief in my 
questions, but I do want to ask you, Mayor Tucker : Do you agree that 
to continue to hesitate before boldly attacking the recession could be 
dangerous? Would we not have to expand our labor market just to 
take care of the million or so graduates who will enter the labor 
market this summer ¢ 

Mayor Tucker. I believe that hesitation along the line can result 
in nothing but greater chaos. I think one of the things at the present 
time that is creating some frustration is the lack of definite action. I 
think we must have some action. 

Mrs. Sutiivan. I think that has been brought out very clearly by 
many of our witnesses. National leade1 rship is needed. In a few 
things upon which we have been working in St. Louis all segments 
have cooperated and done everything they could do, but we must have 
action up here in Washington to lead the way, because this is not a 
local problem ; it is a national one. 

Mayor Tucker, don’t you feel that Congress has a mandate, under 
the terms of declaration of policy contained in section 2 of the Full 
Employment Act of 1946, to ts ake action to correct the present reces- 
sion, and don’t you believe that both the community-facilities bill and 
the depressed-area bill would make a contribution ? ) 

Mayor Tucxer. I think those bills would make a very definite con 
tribution. 

Mrs, Sutiivan. Just one other thing I wanted to ask you, Mayor 
Tucker: The Spence depressed-area bill sets up an independent agency 
to administer the area-redevelopment program. The administration 
wants it in the Department of Commerce, while the Douglas-Payne 
bill—that is, S. 3683, places it in the Housing and Home Finance 
Agency. Where do you believe it should be? 
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Mayor Tucker. I think it should be a separate and distinct agency, 
reporting directly to the President. I think, at the present time, some 
of the troubles we have in our municipalities result from the lack of 
knowledge that the top administrators have of our particular prob- 
lems. Your urban problems are buried in another department; you 
may have 2 or 3 administrative levels to go through before reaching 
the top. Sometimes these problems would never reach there. 

Mrs. Sutiivan. You feel it would be much more advantageous to 
have it as a separate agency ? 

Mayor Tucker. Definitely. 

Mrs. Suntivan. Just one other thing that I would like you to com- 
ment on briefly. I wonder if you could tell the committee some of the 
experiences that St. Louis has been having as a result of industry 
moving away from the city, creating the necessity for their employees 
also tomove fromthe city. Thus, we are losing revenues from both the 
industries and the people. who are leaving us. 

Mayor Tucker. That is true. Of course, I think it is not peculiar 
to St. Louis, alone. Some industries are moving out of St. Louis. 
That is due to a peculiar situation in St. Louis where we do not have 
sufficient property to permit industrial expansion. 

However, we have attacked that problem. We have 4,000 acres im 
mediately north of the city which we purchased some years ago for an 
airport. We find now that that property is in direct line with our 
instrument landing runway on Lambert Field and as a result is not 
available, for that reason and others, for de velopment of additional 
airport facilities. 

A private capital group, headed by Mr. Kenneth Cravens, president 
of the Mercantile Trust Co., has taken on the job of purchasing that 
property from the city and developing it into a planned industrial 
area. There is cooperation between the city and this particular group 
toward the development of that area 

Of course, that will result in permanent additions to area employ- 
ment. It will result in improving the economy of the area and will be 
of real material benefit. 

Mrs. Sutiivan. To me that is just one example of many of how your 
administration has been tackling our problems. You are taking over 
these areas and helping to redevelop them into industrial sites, with 
the aid of private capital, getting industry to come in. Now that is 
what we are trying to assist in this legislation the local 
community to do this very thing. 

Mayor Tucker. I would love to take credit for that, Mrs. Sullivan, 
but it was initiated by the business group downtown themselves. I 
think the city should receive credit for having a group of men who 
are willing to tackle a problem like that and bring it to reality. 

Mrs. Sutz1van. In other words, your success is due to the coopera- 
tion you have received from all of the citizens as well as the city 
administration ? 

Mayor Tucker. Yes; we have cooperated fully with them. It will 
be necessary for us to have certain ordinances passed to make it 
possible for their group to acquire this property and to obtain certain 
rights-of-way and things of that character. It is really a coopera- 
tive movement between the city and the private group for the de- 
velopment of that area. 
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Mrs. Sutivan. The reason I asked you to cite some examples of 
problems resulting from industry moving out of our city, I know that 
this problem is not only prevalent in St. Louis, but is also the case 
with most older cities, as existing plants get older and become obsolete 
because of new machinery and new types of automation, and so forth. 
The factories become obsolete to the point where they are no longer 
useful, and so new plants are built elsewhere. 

Mayor Tucker. Yes, such obsolescence is a problem. Some of our 
warehousing groups have moved because we have warehouses which 
are 5, 6, 7, or more stories high. In such warehouses the cost of 
handling material up and down is too great. 

Mrs. Sutiivan. And the lack of space to build new plants in the 
city adds to this problem. 

May or Tucker. That is true. There is a move on now for a master 
plan for the whole area, at least on the west side of the river, allo- 

cating certain segments to industry. We realize fully that a purely 
residential population ‘annot adequately support the services needed 
in a progressive ¢ ommunity. 

Mrs. Suniivan. Thank you very much, Mr. Chairman. It has 
been delightful to have you here, AVE Lyor Tucker. The members of 
the committee can now understand why St. Louis, under such an able 
mayor, is making such fine progress. 

Mr. Brown. I want to suggest that the Export-Import Bank bill is 
the first thing on the paar of the House. I hope we can get through as 
quickly as we can. I don’t want to cut anyone off, but I just make 
that comment. 

Proceed, Mr. Henderson. 

Mr. Henperson. Thank you, Mr. Chairman. 

With two witnesses here it would seem that we are reenacting a 
rather popular TV show. I am sorry that we don’t have $64,000 
checks to hand out as part of it. 

I would like to ask you, Mayor Tucker, if you believe as Mayor 
Miriani expressed, that the area facilities legislation possibly will be 
of greater benefit to smaller municipalities “than to the large # 

Mayor Tucker. That is my impression. Such community facilities 
legislation may, in some instances, be of help to the large urban cen- 
ters, but I think it will be of greater benefit to the smaller communities. 

Mr. Henverson. Do you feel that the Federal Government should 
enter into a picture of this sort and impose its will as to the debt 
limitations that the municipality may incur, in controversion of the 
constitutional limitations of the States? 

Mayor Tucker. Is that question involved? I thought we were 
definitely under the limitations of our own State constitution. 

Mr. Henperson. I am asking you. Do you think that Federal 
funds should be available over and above that constitutional limi- 
tation ¢ 

Mayor Tucker. In our particular instance, we are permitted to 
issue revenue apart from the State constitutional debt limitation. We 
cannot issue general obligation bonds above the State constitutional 
limitation. This is a very fundamental question which requires very 
considered thought. 

Mr. Henperson. I think it is a question which probably will come 
up. 
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Now, turning for a minute to your testimony at the bottom of page 
10, you mentioned that your city has a present debt under the limit 
of $139 million, and the bulk of that has not been issued and the city 
may incur further debt within the constitutional limit of $32 million. 

Now, what is your total debt under your constitutional limitation 
that you can have ? 

Mayor Tucker. That limitation is 10 percent of our assessed valua- 
tion, which results in a current limit of approximately $172 million. 
A constitutional debt of $139 million has been authorized. 

Mr. Henperson. Now, you mentioned that the bulk of this $139 
million has not been issued. What amount has been issued and is 
outstanding ? 

Mayor Tucker. We have sold in the last 3 years, since 1955, approx- 
imately $37 million worth of bonds. The total now outstanding is 
approximately $56 million. 

Mr. Henpverson. Then your constitutional debt limit is not hardly 
an issue here? 

Mayor Tucker. No; it isnot. When we passed the 1955 authoriza- 
tion of $110 million, we kept a reserve of $25 million or $30 million in 
case an emergency arrived, so that under such circumstances we could 
go to the people and ask for additional bonds. 

Mr. Brown. Mrs. Griffiths, you are recognized for 9 minutes. 

Mrs. Grirritus. Thank you, Mr. Chairman. 

I would like to say again to Mayor Miriani how happy we are to 
have you here and I would like to tell you that I feel you have been 
the best witness who has come from Michigan for these hearings. 
Thank you very much. 

Now, you know that Detroiters are perpetually being asked in this 
Congress what has happened to Detroit and I think you have given 
a wonderful answer. 

I particularly appreciate your pointing out to one of my colleagues 
that we in Detroit do not feel that government should interfere with 
free enterprise in determining the price to be paid for labor or in the 
price anybody is going to pay for a car. 

I would like to say to the mayor of St. Louis that I was reared in 
the State of Missouri, that I have the kindest views toward your 

city, Mayor, I spent lots of time in my girlhood watching the Cardi- 
nals play ball as well as enjoying many other things in St. Louis. 

Mayor Miriani, I think we should make clear, in the Urban Renewal 
Act, for which I think you have made an salina pitch, that we are 
interested in the Urban Renewal Act—in the Slum Clearance Act— 
not interfering with the type of housing established by the city 
ordinances of Detroit. The matter to which you particularly referred 
that you are going to take up with Mr. Cole this afternoon—actually 
the Administrator is asking Detroit to build the type of housing that 
we just do not generally have; isn’t that right ? 

Mayor Miriant. That iscorrect. It will be suburban housing. 

Mrs. Grirritrus. That is right. They are asking us to build addi- 
tional slums. 

We want housing of 2 or 3 stories and tehy want additional high- 
rise housing. I want to thank you for pointing out that we want 
things developed so that we can level old factories in Detroit and 
then sell the land back to private industry. That is one of our major 
problems, wouldn’t you say ¢ 
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Mayor Mrirerant. That is correct. 

Mrs. Grirritus. Let me thank you again for your testimony. 

Mayor Mrrrant. I want to thank you for being allowed to appear 
here aa tell both the young ladies that we love them, too. 

Mr. Brown. Mr. Vanik. 

Mr. VantK. I see our colleague, Congressman Diggs, is here and I 
would be pleased to have him ask any questions. 

Mayor Mirani. Congressman Diggs is one of our illustrious sons 
in Detroit representing the 13th District, a close personal friend 
of mine, and a man of integrity and character and we respect him 
very much. 

Mr. Diaes. I thank the mayor for his kind remarks and for his very 
important testimony here this morning. 

Mr. Vantk. I have one question I would like to ask the mayor. I 
am from the city of Cleveland. We are suffering tremendous deple- 
tion of our reserves for the care of relief and the social services which 
have been tremendously drained upon during the current crisis. 

Does the situation in Michigan parallel that in Ohio where the local 
communities are chargeable for considerable contributions ? 

Mayor Mrrrant. Weare ch: argeable for 70 percent. 

Mr. Vantk. As you get your local reserves, does it not affect your 
capacity to contribute to the development projects that can be made 
possibile from the facilities loan ? 

Mayor Mrriant. We put $14 million in this budget. If it was nor- 
mal it would be six. We would have had $10 million for additional 
projects. 

Mr. Vani. Now if the State or the Federal Government were to 
assume the costs of taking care of relief, the welfare charges, it would 
be more generously assumed by the other governmental agencies and 
wouldn’t it relieve to the cities the funds they need to have so urgently 
for local development ? 

Mayor Miriant. Yes; if the Government would change the aid to de- 
pendent children law and what we call the old-age relief law, so that 
your contributions were better, it would save Detroit an amount almost 
of $3 million in that category alone. 

Mr. Vanrx. And since all people throughout the country are in- 
volved, is it not a Federal or State problem rather than a local commu- 
nity problem. 

Mayor Miriani. Yes. 

Mr. Brown. General Anderson. 

Mr. Anprerson. I want to thank the mayors for their fine testimony 
today. I know it is going to be very helpful to us. I notice both 
mayors who have t testified ‘and also Mayor Dilworth, whose statement 
I have read, bring up a point which I think has not been discussed in 
this committee before, and that is the condition that may exisit in the 
metropolitan area where you have depressed areas w ithin metropolitan 
areas whose overall condition may be rather different from that of 
the core of the city and that you feel our depressed areas bill may 
be very important in portions of areas where overall statistics wouldn't 
indicate the need for such drastic action. 

Mayor Mirani. We have two such cities right in Detroit, you 
know. 
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Mr. Anperson. They must have been also in many other cities. 
Just to read one clause from Mayor Dilworth’s statement, he states 
that a metropolitan area consists of hard-pressed cities and reason- 
ably prosperous suburbs; pointing out that if we treat the metro- 
politan area as a single entity we are not getting an accurate picture 
of the situation. 

I note, Mayor Miriani, particularly on page 4 of your testimony, 
that your city already has taken almost heroic measures to meet the 
problems of recession and I judge from the testimony of Mayor 
Tucker and Mayor Dilworth that their cities have done the same. 

Would you agree with those who complain about Federal partici- 
pation, saying we are seeking to bring Federal Government into areas 
where it doesn’t belong and that we should leave these up to the 
States ¢ 

Mayor Mrrtant. We disagree with “sow point of view. We think 
you are correct when you say that it is a partnership operation be- 
tween the Federal Government and the local governments. 

Mr. Anperson. And that the local government has already gone 

1 long way, about as far as they can, toward meeting the situation 
iene help. 

Mayor Mirrant. That is correct. 

Mayor Tt cKER. That is correct. 

Mr. Anprerson. And you don’t expect the situation to ease itself 
without further Federal assistance. 

I would like also to comment on Mayor Tucker’s statement in 
which he — SO velr'y succinctly the view that what we are 
proposing in these bills is a good investment in our country’s future. 

I think both of you have e mph: isized that point. We are not seek- 
ing to set up a make-work project or anything temporary, but are 
trying to make a good investment in the future of your cities. 

I have certainly enjoyed your testimony and I thank you for 
appearing here today. I thank you, Mr. Chairman. 

Mr. Brown. Mr. Breeding, you are recog! ized for 5 minutes. 

Mr. Breeprne. Thank you, Mr. Irman. 

I wish to compliment both of the mayors here for their testimony. 
I also want to congratulate you and thank you for the kind remarks 
in behalf of Mrs. Griffiths and Mrs. Sullivan, two of my colleagues on 
this committee and because of their fine work and the value that they 
render to this committee, and the high esteem in which they are held, 
I hope that each of you take it upon yourselves to see that they are re 
turned to their high positions. 

Mayor Miriani, we have seen over the past. Dd years, as we have seen 
in the late 1920’s, a growing portion of our income going to the 
higher income groups who tend to save more of their income. 

For example, since 1952 while wages were rising by only 27 percent, 
dividend income rose more sharply by 36 percent, and interest income 
soared to nearly 60 percent, and, of course, farm income has actually 


fallen over that period. Would you say that this maldistribution of 


income has contributed to the severity of the present recession / 

favor Mrrtantr. I can’t answer that because I have no facts and 
fioures before me on that relationship. I don’t know enough about it 
and Iam not an economist In that sense. 
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Mr. Breepina. Well, actually in my area in the State of Kansas, 
income has gone down considerably and certainly we must buy some 
of the tractors and the cars and the trucks that your people manu- 
facture. That was the reason for the question. 

Mayor Mirani. I can answer this part of it. The Michigan farm- 
ers certainly have been distressed in many areas because, let us say, of 
the farm income dropping, in spite of the fact that many look upon 
us as industry. We have a big farming community particularly in 
the southern part of Michigan as well as in the upper half of what we 
call the Lower Peninsula. And many of the farmers as you suggest 
have documented and given us material that would indicate they “need 
relief. 

Mr. Breepine. Mayor Tucker, it has been said that depressions are 
farm-bred and farm-fed. Do you believe that the depression that 
agriculture has been suffering from the past 5 years 1s one of the 
major causes of our present industrial recession / 

Mayor Tucker. I am afraid IT will have to join with Mayor Miriani. 
My background and training is such that I could not answer the 
question. 

Mr. Vanix. Mr. Chairman, I have a unanimous consent request. I 
would like to move that my colleague, Congressman Diggs, of Michi- 
gan, be permitted to insert in the record of these proceedings a state- 
ment on this subject immediately following the statements by the two 
mayors in question. 

Mr. Brown. That may be done. 

(The statement of Congressman Diggs follows :) 


STATEMENT OF Hon. CHARLES C, Diaas, Jr., MEMBER OF CONGRESS, 13TH DISTRICT 
OF MICHIGAN 


Mr. Chairman and members of the committee, I am deeply gateful for the 
opportunity to submit this statement for your consideration of the types and 
extent of aid the Federal Government should provide to meet the economic 
erisis in surplus labor and depressed areas of our Nation. I particularly want, 
to implore you to give great consideration to the testimony of the Honorable 
Louis C. Miriani who appeared before your body in his capacity as a member of 
the executive committee on the American Municipal Association of Mayors and 
as the esteemed mayor of the city of Detroit, the Nation’s hardest hit area in 
surplus labor. 

Mayor Miriani has reported to you that between March 15 and April 15, the 
State of Michigan’s unemployment total shot up to 465,000, with 275,000 of those 
unemployed in the Detroit metropolitan area. This figure represents 18 percent 
of the labor force, with the Detroit area absorbing for this period 25,000 of the 
statewide increase. To add to this picture, there are also the thousands of 
Detroit workers who are critically affected by the drop in workweek hours. 
Mayor Miriani’s comments should, therefore, merit your special consideration. 

I represent the 13th Congressional District of Michigan, an area running 
through the heart of Detroit from the Detroit River at the south to the 8-mile 
road city limits at the north. It includes all of the downtown shopping area 
of Detroit, the major newspaper plants, such automobile manufacturing branches 
as the Highland Park branches of the Ford Motor Co. and Chrysler Corp., a 
myriad of small-business enterprises, and a population of all nationality groups 
running by the last census to over 345,000 persons. You know through facts 
presented to you by our great Governor of Michigan, G. Mennen Williams, in 
testimony before this committee and now through Mayor Miriani that all of 
Detroit and all of the State of Michigan has been gored to the quick by the 
present unemployment crisis, but I want to especially cite the pleas of the people 
of one of the most stricken areas of metropolitan Detroit, as well as our State, 
for prompt and effective legislative relief. In my district are counted many of 
Detroit’s thousands of plant workers who sre now unemployed after 10, 20, and 
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more years of seniority. And because they are unemployed and cannot buy 
consumers’ goods and services, the unemployed number has been increased by 
the additional numbers of sales clerks, service representatives, and all kinds 
of clerical help from small and larger businesses throughout the district which 
have been caught in the backwash of the basic stoppage of work. 

Mayor Miriani has urged that you place special emphasis upon Federal Govern- 
ment aid for capital improvement projects. These projects are ready to go ahead 
immediately that Federal funds are available for aid. I underscore his state- 
ment to you that these would provide almost 13 million man-hours of labor for 
Detroit. Then, as Governor Williams told you in his appearance before the 
committee also, in the cities and towns of Michigan more than $612 million of 
public works projects are ready for immediate start if the Federal Government 
makes funds available. But Detroit and Michigan, like countless other com- 
munties throughout our Nation, have reached the limit of financial ability to 
meet the situation. The concern which has been shown by this committee 
assures us that you are aware that not only the welfare of unemployed persons, 
but the welfare of our Nation—as a nation—depends upon immediate enact- 
ment of Federal Government legislation to halt this crisis and restore this 
country’s economic stability. 

I also urge that proposed Federal projects for construction and for flood con- 
trol be put into immediate programing. 

I want to go on record in support of the community facilities and public works 
program provided for in bills H. R. 11474, 11272, and 11279. 

I urge your favorable consideration also of bills H. R. 5471 and H. R. 6215 
which would do much to relieve the unemployment crisis by speeding up pro- 
grams to redevelop our commercial and industrial communities and facilities. 

I also urge the enactment of legislation which would provide desperately 
needed long-range working capital for small-business concerns. 

I urge a clarification of policy with regard to defense contracts so that they 
are effectively and more fully usable in crises like these to aid surplus labor 
areas. 

Although the automobile excise issue is not before this body, I also want to 
go on record as supporting this step toward the stimulation of sales. I believe, 
as well, that careful attention must be given to a tax-relief program for small- 
income families in particular to stimulate economic activity. 

Again, I am grateful for the opportunity to make this statement. I have the 
highest concern for the plight of the city of Detroit and the State of Michigan, 
but it is inseparable from my general concern for all the stricken communities in 
our Nation and the effects of this economic upheaval upon our total national 
welfare. 


Mr. Brown. Gentlemen, your testimony has been very helpful to 
the committee, and we thank you. 

The committee will meet again tomorrow morning at 10 o’clock. 

(Whereupon, at 12: 15 p. m., the committee adjourned until 10 p. m., 
Friday, May 9, 1958.) 
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FRIDAY, MAY 9, 1958 


House oF REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10 a. m., the Hon. 
Brent Spence (chairman) presiding. 

Present: Messrs. Spence, Brown, Patman, Mrs. Sullivan, Messrs. 
Reuss, Anderson, Breeding, Talle, Mumma, and Bass. 

The Cuamrman. The committee will come to order. 

Our first witness this morning is Mr. George J. Burger, vice presi- 
dent, National Federation of Independent Business. 

You may proceed, Mr. Burger. 


STATEMENT OF GEORGE J. BURGER, VICE PRESIDENT, NATIONAL 
FEDERATION OF INDEPENDENT BUSINESS 


Mr. Burcer. Mr. Chairman, I am George J. Burger, vice president, 
National Federation of Independent Business, 740 Washington Build- 
ing, Washington, D.C. 

Mr. Chairman, at this point I want to pay you a compliment. In 
my many years of contacting you in behalf of small business, you 
always have extended to me a sincere, sympathetic reception in re- 
sponse to the problems of small business, and I want to pay that 
tribute to you right now. 

The Cuarrman. I think that was due you, Mr. Burger, and it 
wasn’t done by favor. 

Mr. Burger. That was spontaneous, Mr. Chairman. 

We are the largest business organization in the Nation. Our mem- 
bership is made up exclusively of independent business and profes- 
sional people. These people who are your independent enterprise 
constituents—they alone set our stand on bills and issues by direct, 
signed votes, through our mandate polls, which they send to you. 

In that sense, when I speak here, I speak only through their col- 
lective voice, as though they were here before you to speak for them- 
selves. 

First, let me make one point clear, and that is we have not polled 
our members on recent bills introduced to make equity capital and 
long-term credit more readily available to small business. Whether 
this will be instituted by the federation will depend largely on the 
overall correspondence we receive from our nationwide membership 
on this new proposal introduced by Members of Congress. 

We want to be on record in complimenting the committee and its 
efficient staff for the splendid action being taken on the subject matter 
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relating to small-business financing. It goes without saying such 
action 1s very encouraging to small business throughout the Nation. 

We are not unmindful of the thoroughness of the committee and 
its staff in public hearings held in the 1st session of the 85th Congress 
on the expanded operation of the Small Business Administration. The 
committee took a very forward and constructive step in bringing about 
the improved, far-reaching legislation as recently voted in the House. 

It was our hope that by this time the Senate would have followed 
through with concurrent action. This, in itself, would have been 
another inspiration to small business throughout the Nation. 

Mr. Chairman, last fall, by direction of our head office at Bur- 
lingame, Calif., I personally visited and conferred with regional 
directors and top staff members of the Small Business Administration 
in Chicago, Minneapolis, Seattle, branch office at Portland, Oreg., 
San Francisco, Los Angeles, and, after my return East, with the 
regional office in New York City. 

In each instance, the regional director was not aware of the firsthand 
information we desired on the operation in the various regions. In 
each instance, the conference lasted close to 2 hours and, to be on the 
safe side, I made it mandatory that another person accompany me on 
these visits so there would be no conflict in our findings as to the opera- 
tion in these various regions. 

The information we were after was: 

1. Applications filed in the regional office from its inception to June 
30, 1957. 

2. Loans approved in that period. 

3. Loans disbursed. 

4. Timelag between filing and approval. 

5. Timelag between approval and disbursement. 

6. Average amount of application. 

7. Applications filed for certificates of small business: (a) Number 
approved; (6) Number denied. 

8. Applications filed for certificate of competency: (a) Number 
approved; (4) number denied. 

9. Number of banks participating in the regional area. 

10. Percentage of bank-participation loans. 

Mr. Chairman, I have the complete recapitulation of the results of 
this extensive survey, and I believe it should be made a part of the 
record of these hearings. In each and every instance, no attempt was 
made by the Government official to conceal any of the information 
requested. 

These are the charts, Mr. Chairman, that I would like to have intro 
duced in the record of the hearing. 

The Cuamman. That will be done, Mr. Burger. 

(The information is as follows:) 
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Averages covering SBA loan applications in area covered by sia regional offices 


PCI ROI ah netstat cin mereiner eins 5.019. 
Total applications approved______________- 2,991 or 59.6 percent. 
Total applications disbursed______________-2,612 or 52 plus percent. 
Average timelag between filing and ap- 
a a 6 weeks. 
Average timelag between approval and 
a cconeeedioneakaoes 214 months. 
Average amount of application_ 5, ~$59,547. 
Doetal banks-in area_......=_..._. ae ee 
Peracrnunr DORKS. ook ___.456 or approximately 10 percent 
Average percentage of bank participation 
0 ERS a Me 2 Ea ee __.__.438 percent. 


New York regional office of SBA answers to questionnaire would increase 
overall percentage of bank participation loans from 48 to 46 percent. Their 
figures would increase overall percentage of banks participating from approxi- 
mately 10 percent to slightly over 12 percent. 

The New York figures for time lag between time of filing application and 
approval and the timelag from time of approval to time of disbursement agrees 
in substance with the timelags given for the six other regions. 

Also the difference in number of applications approved and number disbursed 
seems to be pretty much in line with figures given for the various areas. 

However, there is one very interesting difference in the figures and that is 
as it relates to tax number of applications filed for certificates of small business 
(they have had 10 more than the Chicago area which had the next highest 
figure, So suppose this can be attributed to the locality of the business). 

The most interesting figure is the 92 applications filed for certificates of 
competency. That figure is just 9 short of the total for the other 6 areas com- 
bined, those 6 areas having a combined total of applications filed numbering 
101. 

Mr. Burcer. Shortly after the Small Business Administration was 
constituted by the Congress I had personal visits with regional di- 
rectors of SBA in San Francisco, Los Angeles, and Kansas City. A1- 
though SBA was at that time in the embryo stage I must confess it did 
not look very promising as to its help to small business. 


Shortly after those visits the entire operation of the Small Business 
Administration was changed for the better, and as I review the pres- 
ent operation of SBA is ‘shows considerable advancement and prog- 
ress—more in keeping with the intent of Congress. 

I think it is most necessary for the committee to have this first-hand 
information because such information coming from small business 
itself should be the determining factor as to whether there is any need 
for further financial assistance to small business. C 

— nationwide surveys made by us disclose some interesting action 
taken by the various regional offices. For ex: umple, in one area per- 
sonal visits were made to all towns in that area 500 or over in popula- 
tion to acquaint the banks with the operation of the Small Business 
Administration. 

he y believe such action brought ereater interest from the banks in 
the areato SBA. They believe the 5 percent interest rate provided in 
the House bill woul 1 be a deter rent. 

We found, in many instances, that regional offices of SBA were 
plagued with inquiries at the time of the announcement of the Presi- 
dent’s Conference on Small Business and the question was put to them: 
“Who selected the small business from this area ?” 

It was reported in many areas that chain banks may look more fa- 
vorable on the operation of SBA if it is made a permanent agency. 
Then again, some regional offices maintained they should have a “clos- 


LEGISLATION TO RELIEVE UNEMPLOYMENT 779 


ing” attorney which would, in a more effective way, speed the closing 
of loans. Additional help’ was needed in some of the regional offices, 
and in many instances complaints were made of the continual paper- 
work placed on the regional offices from the head office of SBA. 

It was also brought to our attention that additional work is placed 
on the regional offices through loans issued by the Fish and Wildlife 
Service of the Department of Interior, and in connection with Recon- 
struction Finance Corporation loans. 

Criticism, in some areas, was levelled at the big banks for failing to 
cooperate with SBA. 

Mr. Chairman and members of the committee, after my return to 
Washington I kept my ears to the ground to get the reaction from 
well-informed financial people as to what beneficial effects to small 
business would take place if the action of the House in the 1st session 
of the 85th Congress was finally adopted. The opinion was expressed 
that if this took place—and we hope it does—it would take away the 
dependency of small banks on the bigger banks. Now, bear in mind 
this was the opinion of well-infor med bs inking officials heretofore with 
big banking institutions. 

Mr. Chairman, we would be derelict in our obligation to small busi- 
ness if we closed our eyes to any action by the C ongress which would 
give greater financial help to efficient small business, but there is a 
wonder in our minds as to the origin of this sudden action on the need 
for equity financing for small business. I stand before you today and 
can tell you w ithout fear of contradiction that in the W ashington office 
of the federation—where we have received hundreds upon hundreds 
of Inquir ies as to the procedure on SBA loan applications from small 
business—we have yet to receive any request for long-term equity 
capital financing, except for what is provided in the present SBA act. 

We believe, from actual business e xper ience of more than a quarter 
of a century, that where term loans of 5 to 10 years are granted to small 
business, this would serve the purpose. It might be possible for 
SBA’s loan period to be extended to a 20-year period. That’s for the 
Congress to decide. But there is one thing paramount in our minds— 
and that is—if a small business institution could not qualify for : 
loan under SBA, then we ask the question: How could they qualify 
for loans under the new proposal? I think you will agree that makes 
sense. Credit standing of an applicant must be good or bad when 
it comes to loans e ‘ither through SBA or through any other financial 
institution, pr ivate or Government. 

Since congressional action has been instituted on this legislative 
proposal to make equity capital and long-term credit more readily 
available to small business we have explored every possible source to 
get factual information from competent banking authorities. By that 
we mean people who grew up in the banking field—from the ground 
floor up. 

Let me quote a communication dated as late as April 29, 1958, from 
the president of a bank in New York State. Hestates: 

First, I would be very much against the creation of another agency. Frankly, 
I think there are too damn many agencies already and they always seem to 
weaken the national effort rather than strengthen a cause. Second, I would 


definitely be interested in the consolidation of the proposed new legislation in 
the present SBA association. 
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At times I may be critical of the SBA in not pushing for more loans, but I 
do believe that concentrating all activities and creating one strong Small Business 
Administration will bring the national effort more prominently into focus. 

The most important thing, George, as I see it is to be very certuin we do get 
some legislation as it is going to become increasingly difficult for the small-business 
man in America, unless something is done by Mr. United States Government. In 
fact, I think there should be one agency that should be almost a little ezar. 

A west coast banker, prominent in his field, advised our head office 
under date of April 28 that between programs by private banks and 
the Small Business Administration, the shorter term loan problem of 
small business is pretty well in hand and he thinks it necessary to con- 
tinue the SBA lending program as it is now. He believes there is 
need for small business longer term loans. 

He is of the opinion that whatever is done should be done through 
the Small Business Administration. He further stated that there is 
uncertainty as to whether creation of another agency might, in the 
long run, undermine the Small Business Administration and its vital- 
ly needed programs. He doesn’t want anything to knock the SBA 
and its program out of the picture. He makes a very important ob- 
servation that the general feeling is it is sounder to perfect an agency 
that we already have than it is to go off and create a new one. 

Another important observation was made by a bank president—and 


it is a very important one—when he said under date of May 2: 


I would consider it very advisable to add aggressive and progressive, inde- 
pendent businessmen of experience to the Loan Policy Board: But only if their 
advice and suggestions were going to be considered. Too often the businessman 
is a front used by Government agencies without any real participation in the 
formulation of policies and his value in that case is nil. 

Mr. Chairman and members of the committee, in view of this it 
would be our belief that Congress should complete the work so ably 
instituted by the House in the Ist session of the 85th Congress, and if 
we in smal] business find that this agency of the Government is not 
serving the best interest of efficient inde ‘pendent business, we will be 
the first to be knocl king on the door of every Member of Congress 
for the necessary legislation to protect and aid efficient small business. 

Mr. Chairman, I have tried to present to you and the members of 
the Committee the facts as we evaluate the situation through daily 
living with small business throughout the Nation. 

Mr. Chairman, I would like at this point. with your permission, to 
have included in the record of these hearings some communications I] 
have had with the editor of the Wall Street Journal under date of 
April 17, then my letter to the Honorable William Martin, Chairman 
of the Federal Reserve Board under date of April 18, and his answer 
thereto, all relating to the staff report of the Federal Reserve Board, 
on the SBA. 

Mr. Martin’s letter is very emphatic as you see from the record, 
that the report was of the st: aft of the Federal Reserve Board and not 
the Federal Reserve Board, itself. 

Also, Mr. Chairman, I also ask permission to have included in the 
record a letter directed to a gentleman in North Haven, Conn., under 
date of April 25. In substance he agreed with the conclusion of the 
editorial and criticism by the Wall Street Journal of the SBA opera- 
tion and I have this morning received a copy of a letter from Mr. 
Wendell Barnes, Administrator of SBA, to that small-business man in 


ahead £4 oe 


LEGISLATION TO RELIEVE UNEMPLOYMENT 781 


North Haven, Conn., which states that at no time did that gentleman 
in North Haven, Conn., ever make any inquiry about a loan from SBA 
nor did he ever file an application for a loan. 

I ask the privilege to have that inserted in the record. 

The Cuairman. Without objection, they will be inserted. 

(The documents above referred to are as follows:) 


APRIL 25, 1958. 
Mr. Epwarp F. Erzet, 
President, North Haven Lumber Co., 
North Haven, Conn. 


DeaR Mr. Erze.: As this office is a subscriber to the Wall Street Journal, as 
likewise is our head office at Burlingame, Calif., I noted your interesting letter 
in the Journal of today’s date, “SBA Doesn’t Help.” 

The National Federation of Independent Business may be found to have the 
largest membership of any business organization in this Nation—all individual 
voting members comprising independent business and professional men, and the 
federation naturally has a vital stake in the Small Business Administration, that 
is in seeing to it that the operations of the agency carry out the will of the 
Congress. 

It might be interesting for you to note that whatever action the federation 
takes as it relates to congressional action or Government agencies, such action is 
taken only after the entire nationwide membership votes on the proposition 
which they have repeatedly done insofar as the Small Business Administration 
is concerned. 

We have kept in closest touch with the operations of SBA and only recently— 
to make certain that the agency was carrying out the will of Congress—I per- 
sonally visited and inspected the operations of SBA offices in Chicago, Minne- 
apolis, Seattle, Portland, San Francisco, Los Angeles, and New York. Why? 
sJecuuse we have an obligation to our nationwide membership on this. 

Furthermore, we are not defending any inefficiency that could exist in any and 
all Government agencies. On the other hand, where we find inefficiency we will 
speak in no uncertain terms. Our record, for example, on antitrust is a matter 
of public record here in Washington. 

Merely to keep you posted on the actual happenings when the story originally 
appeared in the Wall Street Journal, you will note the letter we directed to the 
Wall Street Journal. You will note the letter we directed to the Chairman of the 
Federal Reserve Board, and particularly note the letter in answer I received 
from the Chairman of the Federal Reserve Board, the Honorable Wm McC. 
Martin, which is self-explanatory. 

We believe after you review the enclosures you will come to the conclusion 
that the Small Business Administration should not be indicted or convicted with 
out getting the full story. 

We further believe that if yon had followed through in filing an application 
with SBA, your application, like many others, would have been carefully reviewed 
not alone at the regional office but also at the head office in Washington before 
final determination was made, and if that had been done the possibility is that 
your letter would never have been written to the Wall Street Journal. 

It would be my opinion it would be a nice gesture on the part of the Wall 
Street Journal to give the same consideration to my letter of April 17. 

Finally, our obligation is to give our best efforts to protect efficient, independent 
business of all descriptions, and I believe it will be found that the national fed- 
eration has build up a consistent splendid record on this. 

I trust you will find the enclosures of interest. 

Sincerely yours, 
Georce J. Burcer, Vice President. 
Letters to the editor 
SBA DoEsn’t HELP 


We enjoyed the article written in the April 14 issue of the Journal entitled 
“Reserve Board Says Small Business Agency, Banks Fail To Aid Growth.” 

This article hit the nail on the head as far as our experience with loans from 
banks for working capital have been concerned. We have been in business for 
10 years. Our annual sales have gone from approximately $17,000 to $140,000 
per year during this time. Each year as our business increased we made an at- 
tempt to increase our working capital, and each year we heard about the same 
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story. First it was, “Well, you haven't been in business long enough * * * not 
enough experience.” Then as time went on it changed to, “We can only make 
a loan on a short-term basis. * * * It isn’t that your credit isn’t good with us, 
we just can’t make a long loan.” A year ago the story was, “We don’t have 
money available now even for a short-term loan.” 

These were the answers we got even after we had shown them, on paper, 
that with this additional working capital we could improve our profit sub- 
stantially each year. Additional capital would naturally allow us to claim all 
discounts and even purchase in larger volume at a better price, but all this 
was in vain. 

We then turned to the SBA thinking that this might be the answer to our 
problem. However, when we analyzed all of the requirements for such a 
loan, we thought it would be easier if we just turned the business over to the 
Government. Just two of the many requirements were that they would freeze 
the officers’ salaries for 10 years, and hold all insurance policies. 

Recently I asked the president of the bank we do business with, what a small 
business such as ours should do to get the working capital we needed. His 
answer was that insurance companies would probably be interested. However, 
they wouldn’t consider anything under $100,000. We were only looking for 
$25,000. 

What to do, now that business has receded considerably makes our problem 
even more difficult. We hope that something someday soon will be done to 
help small business, such as ours, financially on a long-term basis. That is, at 
least 10 years or even 5 years, but not 6 or 8 months. I’m sure that there are 
hundreds of small businesses such as ours that are in the same category, con- 
tinually searching for the answer that doesn’t seem to be there. 

Our congratulations to the reporter who did such a fine job of writing this 
article, which is close to our hearts. 

Epwarp F. Erzet, 
President, North Haven Lumber Co., North Haven, Conn. 


SMALL BUSINESS ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 
Washington, D.C., May 8, 1958. 
Mr. Epwarp F. Erzet, 
Presidcnt, North Haven Lumber Co. 
North Haven, Conn. 

DEAR Mr. Erze.: I read with interest your letter to the editor in the April 
25 edition of the Wall Street Journal. Your letter states that you “* * * turned 
to the SBA * * *” for financial assistance, but that after analyzing all of the 
requirements for a loan you thought it would be easier if you just turned the 
business over to the Government. 

I was somewhat concerned over your statement and checked with our regional 
office to determine what contacts had been made by your firm with this agency. 
I have been advised that neither the New York regional office nor the Hartford 
branch office has any record of a loan application or a loan inquiry from you 
or your firm. 

As I am charged with the responsibility of aiding small-business concerns in 
every way possible within the scope of our enabling legislation, I should appre- 
ciate hearing from you if you care to enlighten me concerning your indicated 
unsatisfactory experience with the Small Business Administration. 

Sincerely yours, 
WENDELL B. BARNES, Administrator. 


APRIL 14, 1958. 
Hon. WinLtiAM Mc. MARTIN, 
Chairman, Federal Reserve Board, 
Washington, D.C. 

DeAaR Mr. Martin: I noted in the Wall Street Journal today: “Reserve Board 
Says Small Business Agency, Banks Fail To Aid Growth.” Of course both this 
office and our head office at Burlingame, Calif., will closely scrutinize and study 
the report issued by the Board to the Committee on Banking and Currency 
and the Select Committees on Small Business. However, we do believe there 
is some need for a clarification and proper evaluation of the operations of the 
Small Business Administration. 
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As the saying goes: “Rome wasn’t built in a day” and it goes without saying 
that in our opinion, after closely scrutinizing the operations of the agency from 
its inception, it may be found that the operation of the agency was handicapped 
from the first instance through impediments. To substantiate that statement— 
from the very first instance the National Federation of Independent Business 
vigorously opposed the establishment within the agency of the policy board, 
and we are referring to the Secretary of the Treasury or his alternate, and 
the Secretary of Commerce or his alternate, and the SBA Administrator. 

When the vote came up on this in the United States Senate in the first in- 
stance this office wired 96 Members of the Senate opposing that part of the act. 
In other words, we maintained that the administration of the act should rise 
or fall on the actions of the Administrator himself, and we have lived to see 
the day that we were correct in our findings. 

We know that when the agency was originally established and a few months 
into its operation, after a hurried nationwide visit in key regional offices of 
SBA, and upon reporting our findings back to Washington the result was that 
the whole operation of the SBA as to its lending policy was changed as it related 
to those eligible to secure SBA loans. 

The Wall Street Journal report further states: “The study criticized the SBA 
for granting loans only when small business finds it impossible to get them 
anywhere else.” What’s wrong with that? I believe it may be found in the act 
itself that small business is expected to attempt to secure loans from private 
sources, and when they are not available and the credit standing of the applicant 
is O. K., the Small Business Administration moves in. In other words the pro- 
cedure used by SBA is not in competition with private banking circles. 

The report further states: ‘The tremendous postwar increase in indebtedness 
of small businesses might raise the question of whether credit had become ‘too 
readily available’. The writer’s experience in private business for better than 
a quarter of a century or more prior to my connection with the federation leads 
me to believe that where small business goes in for financial loans from private 
banking institutions their applications are generally scrutinized very, very care- 
fully before any consideration is given to the loan. 

We believe, from reviewing the operations of the Small Business Administra- 
tion, and after having recently completed personal visits to SBA Offices in 
Chicago, Minneapolis, Seattle, Portland, San Francisco, Los Angeles, and New 
York City, that the agency is showing consistent progress more in keeping with 
the will of the Congress and the full intent of the act. 

We further believe, due to the splendid action of the House in the 1st session 
of the 85th Congress, which voted and approved improved SBA legislation ex- 
panding the powers and operations of the agency, and more important, the key 
to its operation as to financing matters—authorizing a new advisory board con- 
sisting of the Administrator, Secretary of Commerce, Secretary of the Treasury 
and not less than 3 nor more than 5 small-business men, this will go a long, 
long way in bringing long-overdue financial assistance to small business where 
such credit is not available through private banking institutions, and in closing 
we might add that the opinion we have expressed above is also the opinion held 
by some members of the banking fraternity. 

Sincerely, 
GEORGE J. BurGER, Vice President. 


RESERVE BoArpD Says SMALL BusINess AGENCY, BANKS Fart To Arp GrowTH 


WASHINGTON.—The Federal Reserve Board criticized the Small Business 
Administration as a “distress organization” which fails to “hold out any promise 
for development” of little companies. 

In a 549-page report to Congress on financing small business, the Board con- 
cluded the best help for such companies is the ‘maintenance of an expanding, 
reasonably stable economy, with personal incomes rising.” 

The report included the first 2 sections of a 3-part study undertaken last 
fall for Senate and House Banking Committees and the Senate and House Com- 
mittees on Small Business. A subsequent study on the financial structure and 
problems of small companies will be issued next year. 

The collection of papers by economists and research staff members of the 
Federal Reserve System, completed in February, made little comment on the 
current recession. In one conclusion, however, the report said small business 
“tends to have a destabilizing effect on income once a depression has begun.” 
This type of business has a mixed effect on inflationary trends, the study stated. 

Banking institutions satisfy most demands by small business for short-term 
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loans, according to the study, but as the length of term increases, inadequacies in 
financing become apparent. One of the major faults, the report said, is that 
there is no opportunity for small business to outline its plans for growth, to indi- 
cate the type of capital it requires and obtain advice on its plans. 

“Small business could think in this manner if there were a point in so doing,” 
the report commented. “As long as small business gets its capital in a haphazard 
way it will think in a haphazard way. There is no purpose in small business 
seeking capital to plan its growth if the type of capital required is unavailable.” 

Too often, according to the study, banks ask little companies only about their 
immediate needs. It termed this the “bail-out viewpoint.” The study criticized 
the SBA for granting loans only when small business finds it impossible to get 
them anywhere else. It concluded general financing facilities for small business 
are inadequate, and suggested the Government should lead and experiment in the 
field. 

Among other conclusions, the report stated : 

The tremendous postwar increase in indebtedness of small businesses might 
raise the question of whether credit had become “too readily available ;” 

Small-size firms have a higher incidence of financial difficulty than large ones; 

Measures of credit standing show a less satisfactory financial condition for 
small business than for big companies; 

Losses for 138 banks lending extensively to small business in 1955 were larger 
than for other banks; 

More vigorous antitrust trends have “improved the climate” for smaller firms ; 

Business failure falls heavily on new and small enterprises, with the lack of 
business ability and experience an important cause. Any attempt to make entry 
to business easier, the study observed, “would very likely increase failures later 
on. 


BOARD OF GOVERNORS OF THE 
FEDERAL RESERVE SYSTEM, 
Washington, April 16, 1958 
Mr. GEorcE J. BURGER, 
Vice President, National Federation of Independent Business, 
Washington, D.C. 

Deak Mr. BurGeER: Thank you for your letter of April 14. I am glad to have 
your further comments about the Small Business Administration. 

The report to which the Wall Street Journal release referred is a technical 
study of the problem of small business financing, prepared by the staff of the 
Federal Reserve System with a number of university or independent scholars also 
collaborating. The conclusions drawn in the individual studies are those of the 
authors, and do not necessarily represent the views of the Board of Governors. 
The published study was given to the press without an accompanying release 
prepared by the Board or its staff. Such comments as the press may have 
made of the study, or such points as the press may have taken out of context, 
are, therefore, the responsibility of the press and in no way the responsibility of 
the Board. 

Sincerely yours, 
Wm. McC. Martin, Jr. 


Apri 17, 1958. 
Eprror, WALL STREET JOURNAL, 
New York, N. Y. 

Dear Sir: I noted with considerable interest on the editorial page of today’s 
Wall Street Journal “Topsy-Turvy Business,” which certainly calls for our 
attention in view of the interest our nationwide membership—all independent 
business and professional men, has in the operation of the Small Business 
Administration. 

You state: “The ‘temporary’ Small Business Administration will probably 
outlive us all.” You are correct, and it will outlive us all until such time as 
banking institutions throughout the Nation are permitted to make long term 
capital loans to small business. You are well aware that under present banking 
laws the banks more or less are regulated by State and Federal law on long term 
loans. 

We are leaving no stone unturned—which after all is the majority vote of our 
membership—to have the Senate take concurrent action on the improved Small 
Business Administration legislation which was voted by practically unanimous 
action in the House in the first session of the 85th Congress—to be exact, 392 for 
and 2 against. 
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Our understanding of the recently released report of the Federal Reserve 
Board “Financing Small Business” is that it was not a report of the Board 
itself but was merely a report of the staff which was engaged to study the sit- 
uation. 

Page 19 of the report carries letter of transmittal dated March 31, 1958, di- 
rected to “The Chairman, Senate Committee on Banking and Currency, Senate 
Select Committee on Small Business, House Committee on Banking and Cur- 
rency, House Select Committee on Small Business” signed by Wm. McC. Martin, 
Jr., Chairman, in which he stated: ‘Last fall the research staffs of the Board 
of Governors and the Federal Reserve banks undertook a study of the financing 
problems of small business.” We could find nothing in Mr. Martin’s letter to the 
committees where he called the Small Business Administration a “distress or- 
ganization,” nor do we find in his letter any comments as quoted: “hold out 
any promise for development” of small businesses. 

We believe in fairness to your nationwide readers of the Journal that you 
may find it convenient to publish this letter as it goes without saying many 
thousands of small business people throughout the Nation do read the Wall 
Street Journal. 

Sincerely yours, 
GEORGE J. BURGER, Vice President, 
Vational Federation of Independent Business. 
Topsy-TURVY BUSINESS 

The “temporary” Small Business Administration, which will probably outlive 
us all, gets a searching look in a new Federal Reserve Board report. The report 
was prepared for Congress, and it would be well if Congress paid attention 
to it. 

The study bluntly calls the SBA a “distress organization” which fails to “hold 
out any promise for development” of small businesses. One of the main reasons 
for this is, ironically, one of the SBA’s main reasons for existence: The fact that 
the agency is set up to grant loans to applicants who can’t get them anywhere 
else. 

Thus sound business practice is stood on its head. The Government encourages 
people that private lenders consider poor credit risks to plunge into the com- 
plex stream of commerce, and not surprisingly difficulties sometimes ensue. The 
economy gains nothing in such cases, but apart from that it is fair to ask how 
much the Government has really helped a person it helps get into a business 
he can’t make go. 

As the report observes, the best help for small business comes from a favor- 
able climate in the economy in general. That kind of climate, it might be 
added, is not fostered by the Government's handing out aid that can prove decep- 
tive indeed. 

Mr. Burcer. It has been my contention as my very good friend, Con- 
gressman Patman, of Texas knows, that one of the main determining 
roadblocks to small business today is the failure of the Government 
and the States to vigorously enforce the antitrust laws. 

The first thing it requires upon our part and upon the part of Con- 
gress and the part of many States, is to see to it that fair and equal 
competition comes into the market place, both as to production and 
distribution. 

What do we find in our daily grind in small business—-and I am 
glad the distinguished chairman of the House Small Business Com- 
mittee is here, because that committee’s file will show for the past 17 or 
18 years that 99 percent of the correspondence coming into that com- 
mittee and its counterpart in the Senate is the charges by small busi- 
ness as to increasing monopoly and concentration in our overall 
economy. 

Right now, that same important committee has been exploring the 
operation in scrap, aluminum, milk, and some other articles. 

The situation among the milk dealers throughout the Nation is de- 
plorable, with the situation of these milk combines coming in and de- 
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moralizing business. The milk combines such as National Dairies and 
Borden. 

The same thing has happened in the Middlewestern States in the 
bread industry. Only 2 days ago representatives from the glass in- 
dustry, in Indiana, Massachusetts, New York, and Philadelphia, 
showed the increased concentration in that industry destroying the 
life of independent business. 

And the gasoline situation. I refer you to that report recently 
issued by the Montana Trade Commission. It wasn’t a question about 
financing of thousands of independent gasoline dealers in the State 
of Montana. It was complete destruction. 

And the rubber-tire industry. The latter I have been a member 
of since 1909 and I still keep an interest in this. Their problem is 
not financing, their problem is the vicious unfair competition by their 
own suppliers in the operation of retail stores. There are deals made 
by tire manufacturers with national and commercial accounts and 
right now in the highway program the aggressive attitude of the big 
manufacturers going into those road contractors’ and taking that 
business away from the efficient, responsible tire dealers. 

And the same thing is happening in meat. There is pending legis- 
lation here in the House and in the Senate to break that combine that 
is building up now between food chains and meats. What is the 
situation that we face on this bill that is pending before the Con- 
gress, the good faith bill? 

What is wrong with that bill to bring fair competition into the mar- 
ket? That is all independent business Is asking for. 

The same thing applies in the situation as it relates to appliances, 
aluminum, steel. 

Mr. Chairman, here is a letter that came to me May 7 from the 
McCargo-Baldwin Co. of Richmond, Va. 


DEAR Mr. BurGeER: John Hazen of the Washington office of the National Retail 
Merchant's Association, sent me a copy of your statement made before the House 
Committee on Interstate and Foreign Commerce on May 1 of this year. 

I want to congratulate you on the fine presentation and the clear information 
you have given this committee in behalf of independent retailing. 

It might be interesting for you to know that the Sunbeam Corp. has now 
started to sell as distributors the large chain department stores so that firms 
like Sears, Roebuck are able to offer Sunbeam products in our city at a cost 
that is lower than we pay for them, buying them at the very lowest price pos- 
sible. I have written to the Federal Trade Commission about this but so far 
have had no reply. It is this kind of thing that is doing such wholesale havoc 
to the independent retailer of our country and I congratulate you on the fine 
presentation you made before the committee. 


Now that is in substance, Mr. Chairman and members of the com- 
mittee, what small business is facing today, the failure—and I repeat, 
the failure—of the Government and the State to vigorously enforce 
the antitrust laws. It is more important than financial aid to small 
business. 

That completes my statement, Mr. Chairman. 

The Cuairman. Mr. Burger, you favor the bill already passed that 
is now in the Senate / 

Mr. Burcer. Exactly. 

The Cuarrman. There seems to have been a good amount of testi- 
mony that small business needed equity capital. Do you agree with 
that ? 
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Mr. Burcer. Mr. Chairman, I know from my own private business 
experience—my observation is just this much: I think during the 
bleak days of the depression, there was need for Congress to act. 

It was the hope, I believe, of Congress that the Reconstruction 
Finance Corporation would have a sympathetic ear to small business 
at that time. My experience in business at that time was, you couldn’t 
get to first base with RFC ona small loan. They were not interested. 

Now I think the financial position today of business, both small 
and large, up until this sudden recession, has been a very healthy 
financial condition. 

Now I cannot imagine or realize that how, under this new proposal— 
and I can be corrected—what quicker way would small business be 
able to get long-term loans through equity financing. 

I do believe, however, there must be a more human approach in the 
loan policy of the Small Business Administration. In my visits in 
the various regions with them, I asked them particularly for a holding 
to the strong credit formula that the banks had to use by State and 
Federal law, or whether they were going to be a little bit more liberal. 

Now I think this committee was very wise in setting up that policy 
board with not less than 3 and not more than 5 small-business men 
on that Loan Policy Board, and that their opinion would be listened 
to and acted upon. I think the action of this committee will have 
gone a long way to serve the necessary financial need of small business, 
both at the distribution and production level. 

That is where banks are prohibited by Federal and State law 
against these long-term loans. 

The Cuatrman. The representatives of the banks have said that 
they will not lend for equity capital. They don’t want that kind of 
loan. If small business wants that kind of loan, it must be obtained 
with some Government assistance. 

Mr. Burcer. Well, Mr. Chairman, would you tell me just what is 
defined in equity capital ? 

The Cuarrman. Equity capital and long-term loans are needed for 
the stability of the institution. Equity capital increases the assets 
permanently of the institution, the stock. 

Mr. Burcer. Do you mean stock certificates or the assets, I mean, 
of merchandise stock ¢ 

The Cuarrman. Long-term loans and equity capital can be used for 
the stability and maintenance of the institution. There is a differ- 
ence between this type of capital and the short-term loans and inter- 
mediate term loans which commercial banks and the SBA provide. 

Mr. Bureer. I would think, Mr. Chairman, that—I think I have 
a fairly good knowledge, to a degree, particularly on small business and 
a fair knowledge on big business as to financing. 

With regard to small business I would think where they could qual- 
ify under the present agency formula of the SBA for a 10-year loan, 
or it might be extended to a 20-year loan, I honestly cannot convince 
myself that there is any need to go beyond that. 

That is my experience, not as a professional trade association man, 
but from business experience. 

The Crarrman. How well do you think the present SBA has served 
the small business ¢ 

Mr. Buraer. I will answer you very truthfully. I think in recent 
months, I think during the past 12 months they have shown a more 
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progressive action, more in keeping with the will of the Congress or 
the intent of Congress than they had before. 

You will see on those charts—and I particularly call to your atten- 
tion the splendid record of the Los Angeles regional office, that 90 
percent of the loans made out of that office were direct loans by the 
agency. 

“In other words, the banks in that area were not in a receptive mood to 
cooperate and assist SBA. So I think during the past 12 months they 
have shown more in keeping with the intent of Congress than they 
had before and I think they will even do better if the Senate will fol- 
low through and set up that Policy Board, which is the key to the 
operation of a successful SBA, better than it was heretofore, where 
the Policy Board was in the hands of the Secretary of Treasury and 
the Secretary of Commerce and the SBA Administrator. 

The Cuarrman. Do youthink the Policy Board should be abolished ? 

Mr. Burcer. I think it should be as the House voted it, and putting 
on that advisory board men who will speak and act with the best inter- 
ests of small business. That will determine who those 3 to 5 men are, 
and who they represent. 

The Carman. Mr. Talle 

Mr. Tatie. Thank you, Mr. Chairman. 

I want to commend you, Mr. Burger, for your day-to-day activity 
in behalf of small business. 

Mr. Burcer. Thank you. 

Mr. Tatie. You have done and are doing very fine service for small 
business and as we know, most businesses in the United States are 
small. They represent a very significant part of our economy, to be 
sure. 

I believe you are in favor of making the SBA a permanent agency. 

Mr. Burcer. By all means. From the very first instance, Mr. Talle. 

Mr. Tauxe. I remember you favored that last year and perhaps 
earlier, too. That was the action the House took. 

Mr. Burcer. Very commendable, too. 

Mr. Tatiz. The Senate did not complete that action. 

Mr. Burcer. A very unfortunate situation. 

Mr. Tatie. There are many things in your statement I would like 
toreferto. I will refer to as many as time will permit. 

On page 3 at the bottom of the page in connection with the nation- 
wide survey, I note what you say there about the 5 percent interest 

ate as it would actu: uly behave in connection with small business. 

Mr. Burcer. That was the opinion that I picked up and it was done 
in a very gracious manner. They thought that it would happen as a 
deterrent in their local areas. 

Mr. Tati. That is right, and you continue that point, on page 4, 
too, but I won’t be specific about it inasmuch as our time is so short. 
We find it necessary to operate under the 5-minute rule. 

At page 5 of your statement, I note there, and I quote, “We have 
yet to receive any request for long term equity capiti il financing, ex- 
cept for what is provided in the present SBA Act.” 

Mr. Burcer. That is positive. That is positive. 

Mr. Tate. A very significant finding. 

Just a little farther on in your statement you point out the pro- 
found truth that after all, the borrower’s credit standing is tremen- 
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dously important and the outstanding thing in that is the character 
of the borrower. Collateral is an advantage but if character is not 
there, you have no real substance. 

Then we turn to page 6, in the middle of the page. I quote. 

“He’—the reference being to the west coast banker— 
is of the opinion that whatever is done should be done through the Small Business 
Administration— 
and then a little further down, “He”—again the west coast banker— 
makes a very important observation that the general feeling is it is sounder to 
perfect an agency that we already have than it is to go out and create a new one. 

Mr. Bureer. That is correct. 

Mr. Tautie. These are two very significant statements and I heartily 
agree with them, Mr. Burger. It seems to me that it is only fair to 
allow a Government agency, just as we do allow any new private busi- 
ness, a little time to get started. A nationwide agency such as a Gov- 
ernment agency of this kind is, should be given a fair period of trial 
to prove itself. 

Thank you very much for your statement. Thank you, Mr. Chair- 
man. 

Mr. Brown. Mr. Burger, during the days of RFC, did they make 
very many loans to small-business men 

Mr. Buraer. I believe, C ongressman Brown, as near as I can recall, 
just before the agency was eliminated or liquidated, I believe in the 
overall, they did admit that the greater number of loans was made to 
small business—I am trusting to memory—but I think the criticism 
at that time—it might be so that they were made to small business, but 
in the overall, loans that were made to small business, that amount of 
money was very small and minute, compared to the loans that were 
made to the bigger business institutions. 

Mr. Brown. You would not be in favor of reestablishing the RF 
then ? 

Mr. Burcer. No; we are satisfied, Mr. Brown, with what we have 
at present. 

Mr. Brown. I notice you say on the last page of your statement, “It 
is our belief that Congress should complete the work 50 ably insituted 
by the House in the first session of the 85th Congres,” and so on. 

Is that all you have to recommend for small business? 

Mr. Burocer. I had a very fine visit with the honorable majority 
leader this morning and we certainly believe that it is necessary for a 
tax cut that they may be able to build up the necessary reserves to tide 
them over subnormal periods. 

We are very much interested. We are looking for that relief from 
the present Congress, tax relief for small business. 

Mr. Brown. What is your definition of a small-business man ¢ 

Mr. Bureer. I will answer you: What position that producer or 
that distributor is in, in relation to the industry that is involved. 

For instance, we take a concern that might be doing $50 million a 
year, which looks like big business but that would be a small concern 
where there are people in the business doing a billion dollars a year or 
more. It is the relative position within the industry that defines small 
business as against big business. 

Mr. Brown. I believe, Mr. Burger, we ought to find some way in 
which to help little business. 
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Mr. Bureer. I think Congressman Multer of Mr. Patman’s commit- 
tee is going to hold hearings, I understand, on May 27 or 28 on the 
definition of small business as defined by the SBA. 

Mr. Brown. Thank you. 

The Cuarrman. Mr. Mumma. 

Mr. Mumma. Mr. Burger, I listened to your statement with a great 
deal of interest. I don’t know what I could say in connection with it. 
I agree with the statement you make. I happen to be a member of 
your association. Are you the one who sends out those mandate 
ballots ? 

Mr. Burcer. Yes. 

Mr. Mumma. I answer those and get out a sort of letter that covers 
the situation. I think the trouble with those ballots is, they take up a 
lot of bills that haven’t much chance of getting before the House. 

Mr. Burcer. We hear that comment every so often but that is no 
fault of the federation. We try to bring to the attention of the mem- 
bers the bills we believe are of interest to the small business economy. 

Mr. Mumma. If you say “Are you in favor of a tax cut?”, there is 
only one answer. 

Mr. Burcer. Do you read the proposition pro and con before you 
come to the vote ? 

Mr. Mumma. I read it but I happen to be in a different position than 
most of these fellows. 

You know I have a pet theory that a lot of this trouble could be 
solved by the small-business men, themselves. I know in the auto- 
mobile industry the thing that is probably deterring them is whether 
or not there is going to be an excise tax cut. The general opinion is 
around my community, “What has become of the automobile sales- 
men?” You never see them any more. 

I have written a letter endorsing the “Auto-Buy Week” and the 
first thing you know the fellow who has been selling me a car every 
year or so, he comes around and says, “How about selling you a car?” 

I said, “Well now, listen. This is the first of May. The first of 
September they are coming around with new models. You see me 
the first of September and I will buy a car from you. 

In my business I told them a couple of years ago to get the sales- 
men out and get them busy. I don’t want to give you the Horatio 
Alger treatment here, but I probably am in a business that prospers 
during bad times, the construction business. 

Mr. Burcer. Well I will only say this much. I have had business 
acquaintanceship with automobile agents, from 1909 up until about 
1941. They were my bread and butter, so I often say that if the run- 
of-the-mill automobile dealers had to face the competitive condition 
that independent tire dealers did, they would know what competition 
is. 

Mr. Mumma. You know, my experience with small business may 
be different than the average Congressman. In Harrisburg, Pa., 
which is the biggest town in my district, I have only had 2 or 3 people 
who really went the limit with the Small Business Administration to 
try to get loans. I know they have granted one loan which I did not 
know of but it was with some small business. 

He got a chance to get at big orders and he wanted to borrow the 
money from the Government to build a big plant to take care of 
this order. 
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Now, there are certain things there. That fellow was trying to 
grow too quick. I mentioned here before the committee, a man build- 
ing houses, he starts out and he builds 1 or 2 houses. Then the 
first thing you know, the high-priced automobile fellow comes around 
and tells him he is a big man in the community and he wants to buy, 
well, a high-priced car. Then lo and behold in the next couple months 
he starts to build a big house for himself. 

Now, there is just not that much money in there and he gets to the 

lace where he needs help and I don’t think it is too wise to give him 
hie too readily. I was - n in a little town in my district the other 
day, the man showed me a statement—I try to give these fellows 
attention—I went 25 miles to see him. He was an auctioneer and an 
implement dealer in a hardware store and according to figures, his 
gross net income that year was $8,000. Now, he could have made al- 
most that much auctioneering but he had all these other interests. 
He wanted to borrow $50,000 from the SBA. Well now I had to figure 
about 10 or 15 minutes to build up a good case to prove he was asking 
for a whole lot and I honestly believe that he was. 

Mr. Burcrr. I know what you say. I noticed on my desk before 
[ left the office this morning there were 2 or 3 communications that 
came in to me, I believe, from Massachusetts, and all related to their 
operations in building some kind of homes in the Massachusetts area. 
‘The loans would be available to get a sufficient ate of capital, a 
loan for a period of 5 or 10 years from the SBA. I don’t know, I 
haven’t gone through it, but I did recall this morning there were two 
letters there asking for information on the SBA and the building of 
homes. 

Now, the chairman asked me about the operation of the SBA and 

[ still will go back, and I may be wrong—maybe I am too much of 
an optimist ‘but we have nothing in common with the Small Business 
Administration. We ask no favors of them but I do believe that the 
wisdom and foresight of this committee in reporting out that bill of 
the committee last summer and the House voting to set up that policy 
board, which I think will be the key to the operation of the successful 
administration of the SBA act. 

Mr. Mumma. My experience with Mr. Barnes has been very favor- 
able. I really only made a point of one case of a young man who 
wanted to go into the automobile business and the SBA’s only require- 
ment was that the local bank take a little more participation. I went 
to bat for that man because I knew that he was basically a very good 
salesman, particularly an automobile and truck salesman and he had 
experience. I know the man is on the job all the time and I felt he 
was a businessman who would succeed because he got in it. I don’t 
know how he is doing now with this recession but I cert ainly hope 
he will do good. 

The CuarrmMan. Mr. Patman. 

Mr. Parman. Mr. Chairman, I have known Mr. Burger for more 
than 25 years. He is a good, sincere, conscientous friend of small 
business. He is always working on behalf of the small-business man. 
He was a successful operator of small businesses before he became 
associated with Independent Business Federation, and he has a gen- 
eral knowledge and understanding of the needs of small business con- 
cerns in the United States. I do not always agree with him on every- 
thing, neither does he agree with me on everything, but I give him 
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credit for being an honest, sincere, able, and effective worker for the 
small-business man. 

I agree with him, too, that in the last year the Small Business Ad- 
ministration has improved greatly; and I think we should be heart- 
ened by the work that they have done in the last year. I think it is a 
great improvement and it looks much better than it has ever looked 
in the past. I agree with what Mr. Burger said about that. 

Now, I do think it is a challenge to this committee and the Congress 
to do something about monopolies which Mr. Burger mentioned. QOne- 
half of 1 percent of the manufacturing corporations did 57 percent 
of the business last year in the United States of America. Here in 
the broad daylight we let that go on. That is too much concentration. 

A report w ill be made soon which will disclose that 8 « ‘companies did 
approximately 50 percent of the milk industry business last year, 
including distribution to homes. Four companies did 95 percent of 
the manufacturi ing of soaps and detergents. Four companies did 82 
percent of all the cigarette business in the country. Eight companies 
produced 95 percent of the flavoring sirups for soft beverages. Super 
markets and superettes have 82 percent of the retail grocery business, 
leaving only 18 percent for 265,800 other outlets in the United States. 

In 1956, the farmer’s dollar was down to 40 cents compared to 49 
cents in 1950 and 56 cents in 1945. 

We have had in this country since 1900 over 2,000 manufacturers 
of passenger automobiles. Today we have 3 manufacturers that pro 
duce 96 percent of the automobiles. That is the reason you can’t 
have a small car. The reason is you have no competition, and that is 
the reason you have no price decreases. Ordinarily in a depression 
you have price decreases: but monopoly is holding prices up. 

We have 4 large companies that produce 94 percent of the motor 
coaches in the United States. Twenty companies produce and sell 84 
percent of the gasoline and 93 percent of the unfinished oils and lubri- 
cating oil base stock. Four companies in 1954—and it has worsened 
since that time—produce 93 percent of the vulcanized fiber, 52 percent 
of the synthetic rubber 79 percent of the synthetic fiber, and 78 per 
cent of the tires and inner tubes. 

We are galloping into monopoly, and as we reach that we have a 
short step to socialism. Where one company or a few companies have 
control of business, it is truly a short step to socialism. 

People used to say in all their political platforms—in the Repubh.- 
can platform and in the Democratic platform, you will find this 
phrase: “Private monopoly is indefensible and cannot be tolerated.” 

In recent years that has not appeared in either platform. But one 
of these days the people will say, why should one concern have a 
monopoly? We will have to take over these monopolies so the public 
will get the benefit. That is bad. It shouldn’t be that way. We 
should have competitive businesses all over the United States. 

I believe you will agree, Mr. Burger, the reason we have monopoly 
now, and mergers leading to monopoly, is that the little fellow is 
unable to get financing. The big man can get financing to buy out 
the little man, but the little man cannot get financing to stay in 
business. Isn’t that correct? 

Mr. Burcer. Well, I think in all due respect, I might say it might 
be putting the cart before the horse. I want to say this much, that 
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I will go back to what you just stated to the committee, with which we 
agree 100 percent—— 

Mr. Parman. My time has nearly expired. We havea very fair rule 
in this committee which is to let each member have 5 minutes on the 
first go-around before interrogating more fully. I think that is very 
fine and I certainly want to comply with it. 

Your statement about the Small Business Administration is very 
good. Now, let me ask you—I am glad to have the information you 
have collected so far, but it includes only areas that have holding 
company banks and branch banking systems; are you going to cover 
the entire country with similar surveys : 

Mr. Burcer. That is what I intended to do. 

Mr. Parman. I wish you would, because it would be very interesting 
and revealing. 

Mr. Buraer. I intended to visit those southern places during the 
Easter holiday. 

Mr. Parman. Be sure to do it because these results are just from 
holding company banks, principally, and branch banks. I would like 
to see a report coming from areas where there are more independent 
banks. 

Mr. Burcer. That is right. 

Mr. Parman. Not for the purpose of trying to show up one group 
against the other, since it does not make any difference to me in this 
regard, as long as financing is available to small business, but I would 
like to see the report. It ‘Will be very helpful to us, and I hope you 
get it to us just as soon as you can, Mr. Burger. 

Mr. Bureer. I will, Mr. Patman. 

Mr. Parman. I want to congratulate you on the fine work you have 
always done for smal] business. Iam glad to see you in there fighting, 
as usual. 

The CuatrmMan. Mr. Bass. 

Mr. Bass. No questions. 

The CuarrMan,. I have an engagement I must meet. I will try to 
come back. 

General Anderson. 

Mr. ANpersoN. You say your survey last fall indicated the 5 percent 
limit on loans provided for in H. R. 7963 would be a deterrent. 

Mr. Burcer. That was their comment. 

Mr. Anprerson. You will remember, though, last fall the adminis- 
tration was still going pretty strong on their high interest tight-money 
policy. Don’t you think the recent relaxations from that policy may 
change the situation ¢ 

Mr. Bureer. I think you are correct. 

Mr. Anperson. Now I interpret your remarks to indicate that you 
know of no need for a new source of long-term equity capital for 
small business. 

Mr. Bureer. From the record, that is correct. 

Mr. Anprerson. Don’t you think such a source would be used if we 
in Conress set it up ¢ 

Mr. Burcer. Well, I still tried to answer the question before, Con- 
ressman Anderson. I can’t understand, if the credit is there of the 
applicant, and he has fair credit, that he should be able to get his 
relief, where he can’t get it through private banking institutions, 
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through the SBA, and if that credit standing is not acceptable to SBA, 
I can’t understand how he would ever get it ‘throug ‘+h any new Govern- 
ment agency. 

Mr. Anverson. I can point out to you that representative of the 
American Bankers Association testified before the Senate Banking 
and Currency Committee in favor of this type of legislation and 
stated that lack of equity capital is the real financing problem of 
small business. 

Mr. Buroer. I have no grievance with the American Bankers As- 
sociation but in the appearances before this committee on the SBA 
they didn’t show any indication that they favor the setting up of 
this agency, two witnesses from the American Banking Associa- 
tion. I have no reason to question their conclusions at this point 
but there is little doubt in my mind as to the sincerity of their rec- 
ommendation. 

Mr. Anperson. Mr. Burger, Chairman Martin of the Federal Re- 
serve Board made the following statement : 

Small business is a vital sector of the free competitive enterprise economy 
and the existence of a gap in financing facilities which serve it may be inhib- 
iting the prosperity and growth of the Nation. 

Therefore, the Board believes that Government should foster an experiment 
in developing new private facilities to meet the investment financing needs 
of smaller businesses. 

Mr. Burerr. Congressman Anderson, in answer to that, a good ex- 
ample would be, in the wisdom of Congress in the fall of 1941, they 
set up these small business committees in Congress. ‘There was very 
little action taken by anyone in industry or Government until the 
Congress created those selective committees eet in the fall of 
1941 and — that time on, in the past 17 or 18 years, both industry 
and other Government agencies and iva institutions have be- 
come cognizant of the problem of the small-business man. 

Finally the SBA has been created and as Mr. Patman said, and 
he agreed with me, during the past 12 scnilion they have shown a 
more progressive attitude. So therefore I think we should let well 
enough alone and conclude the action that you gentlemen so ably 
took in the first session of the 85th Congress. 

Mr. Anperson. Mr. Wendell Barnes, the Small Busines Adminis- 
trator has also stated that the SBA lending program in its present 
form is not adequate to meet all the financing needs of small business. 

Mr. Bureer. I don’t know what is in Mr. Barnes’ own private 
mind, what he might think, but after all Mr. Barnes, with no disre- 
spect, is an administration man. I would like to see Mr, Barnes alone 
in a room and I would like to find out whether he agrees with my con- 
clusions or his own on that point. 

Mr. Anperson. He favors expanding SBA’s functions to cover a 
long term equity financing program and I understand that you have 
an idea that perhaps anything we put in here might interfere with 
SBA’s present lending program. Now, if what we put in could be 
accomplished without detracting from the present SBA program, 
would you still oppose it ? 

Mr. Burcer. I would not oppose it; no. Let me clarify that. 
Congressman Mumma is a member of the federation. I am in no 
position to speak officially for the federation on any legislative move 
until the entire membership is polled on the proposition. At that 
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time if it is in the affirmative, I will be in here pitching for the 
proposition. 

Mr. Anverson. I want to thank you for your testimony. 

Mr. Brown. Mr. Breeding, om are recognized for 5 minutes. 

Mr. Breepine. ‘Thank you, Mr. C hairman. 

Mr. Burger, I get a lot of these small business ballots in my office. 
Most of them are favorable to tax relief or a tax cut. What kind of 
tax considerations should we give small business ? 

Mr. Burcer. Congressman breeding, 1 have appeared before the 
Committee on Ways and Means, I think January 8 or thereabouts, 
this year, at which time I presented to that committee an oral state- 
ment with the recommendations, 6 or 7 points, as ordered by the 
nationwide membership, as tax relief. 

I can’t give you those 7 or 8 points right now. My memory is not 
that good. 

Mr. Breepinc. Would you supply them for this hearing? 

Mr. Burcer. Yes, sir. I will send you a copy of the statement I 
made and gave before the House Ways and Means Committee in 
January, this year. 

Mr. Breepinc. May we ask that that testimony be included in these 
hearings 4 

Mr. Brown. If it is not too lengthy. 

Mr. Bureer. It is about 4 or 5 pages. 

(The data referred to above is as follows :) 


STATEMENT OF GEORGE J. BURGER, VICE PRESIDENT, NATIONAL FEDERATION OF 
INDEPENDENT BUSINESS, WASHINGTON, D. C., ON TAx RELIEF FOR SMALL 
BUSINESS 


I am George J. Burger, vice president, National Federation of Independent 
Business, 740 Washington Building, Washington, D. C. Our head office is 
located at Burlingame, Calif. with division offices in Chicago, Cincinnati, and 
New York City, and the legislative office here in Washington, D. C. 

We are the largest organization of independent business and professional 
people in the country from the standpoint of directly supporting individual 
members. There are about 100,000 voting members on our rolls. The number 
is growing daily. We are unique because our members themselves determine 
our position on every issue by their direct vote through mandate ballots. It’s 
safe to say we have our fingers on their pulse. 

First of all, Mr. Chairman, before proceeding with my statement I want to 
pay my respects to the late Hon. Jere Cooper. His untimely passing was 
shocking news, and all I can say, and pray is “God rest his soul.” 

Also, Mr. Chairman, it is our honest belief that in the person of Congressman 
Wilbur Mills we have a chairman who will be sympathetic to the just pleas 
of tax relief for small business. 

We fully realize the magnitude of the proposition before the Committee on 
Ways and Means and we do not intend to bore the committee with a lengthy 
statement as we are attaching to this statement a supplemental one which 
will give the committee the expressed vote of our entire nationwide member- 
ship, all independent business and professional men, on tax relief problems for 
small business in the corporate structure, copartnerships, and the self-employed, 
and all subsequent subject matters for the needed tax relief for small business. 

Bear in mind, Mr. Chairman, the nationwide poll of our membership is made 
to the grassroots of our Nation and I am sure that the committee will pay 
heed and give due consideration to the tax problems facing this great segment 
of our economy. 

The economic condition facing our Nation now is no different than it was in 
1956. We cite this in view of the pledges made by the respective political parties 
in their platform pledges, in which they said: 
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Democrats.—"*To tax relief for all small and independent businesses by 
fair and equitable adjustments in Federal taxation which will encourage busi- 
ness expansion and to apply to the principle of graduated taxation realistically 
to such corporate income. There should be an option to spread Federal estate 
taxes over a period of years when an estate consists principally of the equity 
capital of a closely held small business.” 

Republicans.—“Certain tax reductions as budgetary requirements permit.” 

Then again, it is well to review the recommendations made by the President’s 
Cabinet Committee on Small Business : 

1. That the taxes imposed on business corporations be modified by reducing 
the tax rate from 30 percent to 20 pecent on incomes up to $25,000. 

2. That businesses be given the right to utilize, for purchases of used property 
not exceeding $50,000 in any 1 year, the formulas of accelerated depreciation 
that were made available to purchasers of new property by the Internal Rev- 
enue Code of 1954. 

3. That corporations with, say, 10 or fewer stockholders be given the option 
of being taxed as if they were partnerships. 

4. That the taxpayer be given the option of paying the estate tax over a 
period of up to 10 years in cases where the estate consists largely of invest- 
ments in closely held business concerns. 

Mr. Chairman, it goes without saying that small businesses, during the 
recent Presidential campaign looked upon these pledges as an obligation 
and that the obligation would be carried out. Apparently others, outside the 
small-business structure felt the same way, as it was remarked to me after 
the Presidential election, right here on Capitol Hill, from some outstanding 
members of the press—‘The only one who won in the election was small busi- 
ness.”’ 

Well, of course we felt then, as we feel now, that our fight for necessary 
tax relief in behalf of small business was not in vain, and that such tax relief 
would be forthcoming. 

The many millions in the small-business structure, both at the corporate and 
unincorporated level, must be given an opportunity to build up the necessary 
reserves to tide them over during any recession period—which sooner or later 
will come in our economic structure. 

The National Federation of Independent Business is not antagonistic to the 
big-business structure so long as they operate within the confines of both State 
and National laws, and we do not believe that there would be any real dis- 
crimination or “class” legislation to give at this most important time, the 
needed tax relief—long overdue—for small business of this Nation. 

Your committee is well manned with competent staff members fully acquainted 
with the tax problems and it’s our hope that our supplemental statement will 
be carefully scrutinized and analyzed, and that the necessary recommendations 
will be forthcoming—and I repeat—for long overdue tax relief for small busi- 
ness, and at the same time, that some necessary tax relief will be given for 
the self-employed. 

During World War I the theme song was Keep the Home Fires Burning and 
we believe this theme song is very much in order today as it relates to small 
business by giving the necessary tax relief, which will “keep the home fires 
burning” in our overall nationwide economic structure. 

I request that our supplemental statement be made a part of my complete 
testimony. 


SUPPLEMENTAL STATEMENT OF GEORGE J. BURGER, VICE PRESIDENT, NATIONAL 
FEDERATION OF INDEPENDENT BUSINESS, WASHINGTON, D. C., TAx RELIEF FOR 
SMALL BUSINESS 


In our mandate No. 225 (October 1956) we asked our members, “Are you for 
or against Congress making small-business tax cuts No. 1 objective for 1957?” 
Some 78 percent of them answered in the affirmative. 

In our mandate No. 226 (December 1956) we asked them, “Are you for or 
against action by Congress to permit individuals and businessmen to spread 
payment of inheritance taxes over a period of 10 years, if desired?’ Some 80 
percent voted for this action. 

In our mandate No. 226 we asked them, also, “Are you for or against action by 
Congress to reduce tax rates from 30 percent to 20 percent on the first $25,000 
of business income?” Some 91 percent of them, incorporated firms as well as 
individual proprietorships and partnerships, shouted a resounding “Yes!” 
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And here are a few echoes: In mandate No. 227, a 71-percent vote for a pro- 
posed $50,000 maximum charge-off yearly for expansions and improvements; in 
mandate No, 229, an 84-percent vote for a bill to permit deduction from taxable 
income the first $1,000 spent for expansions or improvements; in mandate No. 229 
an &5-percent vote for a bill to permit installment payment on business estate 
taxes; in mandate No. 229, 78-percent vote for a bill to permit unincorporated 
business proprietors tax exemptions for personal pension plans; in mandate No. 
231, a 57-percent vote for a proposal to let independents decide if they want to 
pay taxes at corporation or partnership rates; in mandate No. 233, a 69-percent 
vote for a bill to permit independent businessmen to average their income for 
computation of tax payments. 

This reaction isn’t surprising. Our close contacts with independents through 
our over 100 full-time field representatives who talk with upward of 1,000 busi- 
ness and professional men daily, in all lines of endeavor and in all parts of the 
Nation, show us clearly that a wave of rebellion has been welling up against 
high tax rates. 

This isn’t strange. Our nationwide grassroots contacts show most business- 
men would agree with the federation member who wrote recently : 

“It is my opinion that the point of diminishing returns has already been 
reached, as far as taxes are concerned. High taxes have eliminated the possi- 
bility of any appreciable reward with the result that many are liquidating their 
businesses while others are trimming down their operations to get in shape so 
that they can liquidate with a minimum of loss.” 

Against this background, consider the hopes stirred up last year in tax cut 
and tax revision pledges. Then think of the sentiment which must be loose 
because these people now hear: 

That the tax-cut program can’t be followed because of needs for Government 
spending, when they have every reason to feel, sputnik notwithstanding, that 
with small exceptions the administration and Congressmen must have foreseen 
the shape of spending to come before they went down the line for tax-reduction 
promises. 

That taxes can’t be cut because this might unbalance the budget; this after 
the administration has recommended, and Congress has largely concurred in, 
multibillion dollars expenditures for farmers, veterans, foreign aid, etc., all of 
which in themselves tip the scales toward the red-ink area. 

The President, himself, made a solid point in this direction a few months ago, 
entirely without intention. Talking about a move to reduce foreign aid funds, 
he said, “To cripple our program for mutual security in the false name of 
‘economy’ can mean nothing less than weakening our Nation. To try to save 
money at the risk of such damage is neither conservative nor constructive. It 
is reckless.” 

We submit it is equally reckless for the administration and the Congress, for 
the sake of “economy,” to deny smaller firms the nickel and dime tax cuts they 
badly need, while Government continues pouring billions into programs to help 
others inside and outside our country. Talk about strengthening the free world. 
How about strengthening the independent business backbone of the country on 
which the free world is leaning? 

And that smaller corporation tax rates can’t be cut as promised because this 
would “discriminate against unincorporated firms,” when they have been told 
already that Congress may well not be able to reduce taxes on unincorporated 
firms without at the same time reducing rates for all individuals, which it is 
said could be an impossibility. 

Certainly the record will show that we have worked consistently and ener- 
getically for tax revision and reduction favoring unincorporated firms. Because 
we reflect the desires of our membership, and because a goodly share of our 
members used the unincorporated business form, we could do no less. We do 
think that they should be favored with enactment of legislation such as by 
Representatives Jenkins and Keogh and by Senator Sparkman, which would aid 
them in building their own pension and retirement programs, and by legisla- 
tion which would permit them to build badly needed “rainy day” reserves, and 
by measures that would cut through tax redtape and uncertainty. But we do 
not think that they should be used, consciously or unconsciously, as a tool to 
confuse the situation and deny tax cuts for all small-business men. 

Now in view of all this, there would seem to be every good reason for our 
members, and other independents, to suspect that at least an effort has been 
made to lead them down the primrose path. 
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But, while this evil suspicion is lurking hardly hidden, they, and we, are 
still cockeyed optimists enough to believe that shown the light forcibly enough, 
Congress will make good on its tax reduction and revision promises. 

Why? 

Because we know that you know these revisions are absolutely necessary. 
Years of study by the administrative and legislative branches show it’s neces- 
sary. There’s hardly more reason for us to explain to you the whys and where- 
fores than for us to explain to you that the sun rises in the morning and sets 
in the evening. 

For instance, the Senate Small Business Committee commented as follows 
in its seventh annual repert, published in January of last year “* * * small 
business requires immediate and meaningful assistance (in the area of tax 
reduction). All of the established barometers indicate that the smaller, inde- 
pendent firms, the hard core of our free enterprise system and our basic safe- 
guard against monopoly and concentration of economic power, are indeed in a 
most precarious position. Your committee believes that the Nation cannot 
afford not to assist small firms by lessening the impact of high business taxes.” 

And then, the chairman of that committee told the Senate Finance Committee, 
in March, “I am not being overdramatic when I say that the entire free enter- 
prise system of the United States is threatened if the Congress does not take 
prompt action to revitalize the small segments of our economy and remove 
from them the stultifying burden of present high personal and corporate tax 
rates.” 

Because we can’t believe that you would deliberately stir up such hopes for 
tax relief among those who’ve lived for years on a starvation diet for unfulfilled 
promises, with no firm intention of making good. After all, other considera- 
tions aside, the honor of our political system and of members of both parties is 
also at stake. Heaven help us if more confidence in our Congress goes down the 


drain. 
You know, we can’t afford to ignore the warning a posted in the book The 
Coming Ceasars in America, reviewed recently in U. S. News & World Report. 


Certainly anything that undermines confidence in Genexens is something that 
promotes the trend away from liberty and freedom spotlighted in that book. 
It would be too bad for those in Congress to be responsible for this themselves. 

Finally, Mr. Chairman, we’ve read and heard a lot about the alleged Cadillac 
crusade. Despite all this, we’ve seen that crusade come across on promises it 
could handle without assistance by Congress. We would suppose that those 
who criticize the Cadillac gentry, themselves drive model T’s. 

Whether this is so, or whatever kind of a crusade they mount, we would like to 
see them get into gear and produce some action on the promises which Congress 
must handle, and first among these to come across with the tax reductions and 
revisions which the parties made to independents in 1956. 

Mr. Breepine. My district is principally agricultural and small 
business, and we are having trouble with both our small business and 
agriculture. I have a letter from a lady in our town operating a 
beauty parlor. She was asking for an $8,000 loan. She owned her 
own home but the Administration, the Small Business Adminis- 
tration took this viewpoint, that because she couldn’t presently re- 
pay soon enough, they turned down her loan. She acquired a $30,000 

ome and paid for this business at one time when it was prosperous. 
Now then evar her business has fallen off, she needs this loan and 
they turn her down. Do you think they should have turned down a 
loan like that ? 

Mr. Burerr. I fully agree with you. I discuss that subject matter 
every visit, that the holding to an overall rule is wrong. I said that 
because we had a case in Trenton, N. J., a year or two ago where 
this man was in business for 25 or 30 years and he wanted to retire 
and turn that successful Se over to his career employees. Well, 
there was a rule in SBA operation, a national rule, on the making 
of such a loan available. 
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Now, I think each case in your district or anywhere else should be 
taken on its value in that community. I don’t believe that there 
should be a blanket rule. I will fully agree with you on that. 

I think, Congressman Breeding, when a policy board as so con- 
stituted in the splendid act of this committee in the first session, is 
instituted with that policy board made up of 3 or 5, it will lay down 
before that policy board, a more human approach in taking care of 
cases such as you bring out and be most sympathetic and insistent 
upon some tolerance and good judgment. ; 

Mr. Breepine. Mr. Burger, it has been said that depressions are 
farm-bred and farm-fed. Do you believe the depression agriculture 
has been suffering from for the last 5 years is one of the main causes 
of our present industrial recession ? 

Mr. Burcer. I want to be truthful. I would not say that, no. I 
would not concur in that. I think, as I told the Joint Committee on 
the Economic Report a week ago today in a panel discussion with 
NAM and the American Farm Bureau and the ADA, and the AFL, 
the automobile industry—I mean they cite that as an incident. I 
have been around that industry for 50 years. They attempted to 
force the market and it wasn’t there. As a young gentleman said to 
me the other night, the trouble with the automobile industry, in 
reality in 1955 we were buying a 1958 automobile. It will take them 
3 years to get out of debt and they are not going back in the 
market. 

I wouldn’t say that the condition in agriculture—I don’t know 
about the agricultural industry. 

Mr. Breepina. Certainly agriculture has a lot to do with the de- 
pressed condition of small business. 

Mr. Burerr. I was in one district at one time a few years back 
in Great Falls, Mont., and they tell me up there, some of my good 
friends, that agriculture was doing exceptionally well up in that dis- 
trict. I haven’t been back in Great Falls for 4 or 5 years and can’t 
tell what is going on there right now. 

Mr. Breepine. That isall Mr.Chairman. Thank you. 

Mr. Brown. Mr. Burger, we have been happy to have your state- 
ment. You may be excused now. 

Mr. Burcer. Thank you very much. 

Mr. Brown. I believe the next witness is Mr. Barkin. 

Mr. Everman. Mr. Chairman, I am John W. Edelman, Washing- 
ton representative of the Textile Workers Union of America, AFL- 
CIO. 

Our principal witness today will be Solomon Barkin, who is the 
anaeel director of the Textile Workers Union of America. He is 
also the secretary of the Area Employment Expansion Committee 
which is a citizens group which has concentrated for the past several 
years on a study of this problem of the distressed labor area. 

Mr. Prentiss Brown, former United States Senator from Michigan 
is the chairman of the Area Employment Expansion Committee. 

[ have with me here, Mr. Chairman, in addition to Mr. Barkin, Mr. 
Clyde Ware, on my right, of the city of Gadsden, Ala—and Mr. 
August Pampel, of Norwich, Conn., who will make brief supplemen- 
tary and extemporaneous statements if time permits. I think you are 
aware that Mr. Barkin is the acknowledged labor expert in this field. 
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STATEMENT OF SOLOMON BARKIN, RESEARCH DIRECTOR, TEXTILE 
WORKERS UNION OF AMERICA 


Mr. Barkin. Mr. Chairman, I have submitted two statements. One 
was designed to submit for this present purpose; the other is a reply 
to the minority views printed in Senate Report No. 1494, on the Area 
Redevelopment Act, and represents the minority views headed by 
Senator Fulbright of Arkansas. I have incorporated the statement 
which outlines my reply with that, which I shall also briefly note. 

The current recession reemphasizes the need for legislation to pro 
vide Federal assistance for the redevelopment of di stressed industrial 
areas and the economic expansion of rural, underdeveloped areas. 

The warnings sounded in former years, that the distress in these com- 
munities are harbingers of the future difficulties to be encountered by 
our entire economy “should have been heeded, as your committee did 
when it passed the bill 2 years ago. 

If the measures currently being discussed had been adopted in 
former years, economic rede velopment in the distressed urban and 
the underdeve ‘loped rural areas would have provided an offset to the 
current contraction and helped us get more quickly out of the economic 
morass in which we now find ourselves. 

Significantly, the depression is creating a new group of chronically 
depressed communities which, added to the number currently in exist 
ence, will present our Nation with a truly staggering problem. The 
productive capacity of many consumer durable and capital goods in- 
dustries was expanded during the recent investment boom, 1955-57, to 

level which will exceed the probable consumer and industrial de 
mand for the products of these industries during the next 2 or 3 years 
or even a longer period. 

Most dramatically this is the case in automobiles. 

Moreover, the change in military procurement policy from an em 
phasis on airplanes to missiles, and from standby plants, equipment, 
and mass production to production for immediate use with a minimum 
need for inventory is also creating vast industrial surpluses, ne in 
plant and equipment. Together these two trends will likely senate; 
the closing of additional plants and the continued existence of large 


} 


pools of relatively long-term une mployved nae more chronically 
distressed areas. 

It is this prospect of the exacerbation of the problem of distressed 
communities which makes legislation in this area even more imperative 
than ever before. 

Previous ly, ge sntlemen, we ~~ you of the cases of co: al, textiles, aor) 
cultural eq’ uipment and other divisions of American industry which 
were on the decline and leaving behind them the distressed communities 
and often ghost communities. These have been paraded before you. 
But our current depression and the change in military policy leaves 
behind it many new communities which will plague us for the years to 
come. 

Unless we ap ply ourselves to the problem of helping these com 
munities to economically redevelop and su eee establish new 


employment and industries, we shall be burdened by large cale un 
employment with the accompanying high costs of unemployment in- 
surance and public assistance as well as suffer from the waste of sachet 


tive human and material resources 
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The fact is, the hope for recovery will not affect these types of com- 
munities because, as we indicate in our text, these communities will 
not have available plants within their confines. 

The fact that our present depression centers in the durable goods in- 
dustries and follows upon an era of continued expansion of industrial 
capacity suggests that permanent solutions for our economic difficulties 
cannot be easily found in monetary policy. 

Private industrial productive capacity has been overextended in 
many areas. A new era of large-scale industrial and commercial need 
for new capacity is not likely to arise unless we develop many im- 
portant new products at lower prices than current products cost or 
until we provide new founts of purchasing power which will stimulate 
demand. Neither of these courses is likely to be adequately realized 
in the immediate offing. New products are not available in sufficient 
quantity and breadth of appeal to stimulate buying. A temporary tax 
cut will help protect us primarily from the de epening of the depression. 

The primary course for large-scale economic revival to the high 
levels of employment contemplated by the Employment Act of 1946 
is in public activities. ‘The proposed program for area redevelopment 
belongs in this area of projects. It can help us accelerate the rate of 
economic recovery and at the same time provide a sound basis for 
correcting the obsolete economic structures of the distressed com 
munities. 

Certainly the rural underdeveloped areas cannot find solutions for 
their own problems. They reqiure Federal assistance. The 762 coun- 
ties of the United States with very low family incomes in the rural and 
very small labor market areas have been unable to redevelop their 
areas to provide decent incomes and living standards. They have 
neither adequate nonagricultural nor sufficient farm employments. 

Their local resources have not been sufficient to plan and carry out 
a program of needed economic expansion. ‘The present rural develop- 
ment program administered by the United States Department of Agri- 
culture is too limited in scope, inadequately financed, and too dependent 
upon voluntary efforts to make a serious dent on this problem. And if 
— study, as I have over the last 2 or 3 years, the efforts within these 
individual communities under this program, which is extremely laud- 
ab le you certainly will be impressed with the limitations which are 
inherent in that program and which should be sup planted by the kind 
of program which we have proposed and which 1s cont \ined in the 
Spence and other similar bills for redevelopment. 

Chronically distressed and underdeveloped areas require Federal 
help. And, gentlemen, when you hear the two witnesses which we 
have brought with us today, one from two different parts of the 
country, one from eastern Connecticut, a chronically distressed com- 
munity for many, many years, and then the story of Gadsden, Ala., 
you will understand why these communities need Federal help and 
are unable to plan for reconstruction and rehabilitation through their 
own efforts. 

They currently shoulder the problems of a disproportionately large 
number of unemployed. Not only do they continue to carry the 
locally unemployed and underemp Jloyed but many local vada nts who 
had left to find jobs in other communities are now returning to their 
home communities as their jobs are closing out in the new communi- 
ties tow hich they had gone. 
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The current depression is further weakening the ability of these 
communities to help themselves. A careful study of the 118 labor 
market areas which would have qualified for Federal assistance if 
the Douglas-Payne bill had been in existence since July 1953 indi- 
sates that most of them have remained distressed either continuously 
or for the greater part of the period and are currently distressed or 
suffering from huge labor surpluses. 

Gentlemen, 118 communities would have enjoyed the benefits of 
this program had this act been in effect. And what do we find, most 
significantly? Sixty-four of these labor market areas have been in 
continuous uninterrupted distress as defined by these bills. And we 
have in table 1—A listed the communities and these are not all, but 
only those reported by the United States E mployment Service which 
as you know, does not have the money and facilities, nor have they 
been asked to make a survey of the entire United States. So this isa 
limited survey. The USES makes this survey monthly and reports 
it and in table 1—A, we list the continuously distressed communities; 
they are in Alabama, Connecticut, Ilinois, Indiana, Kansas, Ken- 
tucky, Maine, Maryland, Massachusetts, New Jersey, New York, Okla- 
homa, Pennsylvania, Rhode Island, Tennessee, Texas, Virginia, and 
West Virginia. The number of months of distress—and they ex- 
tend—some of them are—the maximum is 76 months. And the date 
in which they have been in labor distress. 

In other words, 64 labor market areas of the 116 have been in con- 
tinuous distress through the major part of that period. Eleven of 
these 116 labor markets did during this period, after having been in 
distress, enjoy partial revival, but were in chronic distress in March 
1958. Another 41 are areas which were formerly distressed, but now 
no longer are eligible for assistance under the Douglas-Payne-Spence 
bill. In other words, they had had sufficient recovery to be no longer 
eligible. 

Of this 41, 19 were in labor surplus in January or March, 1958, 
and 22 were not in labor surplus. I have had prepared an an: nua 
of what happened to these 41 communities, labor market areas, that 
had recovered—because this is something that is frequently discussed. 
Communities will recover. I have indicated that 64 of the 160 had 
continuous effort, and mind you, I know Congressman Mumma knows 
about this, and Congressman Brown, in all these communities there are 
local development committees trying their best to correct conditions 
and have been unable in these areas to achieve this result. 

I would like to call your attention to what made it possible for some 
of these distressed areas to recover, and you get a sense of the handi- 
caps. 

I classified the causes of recovery into four categories. This is 
finished while I was away from my office and I had no time to type it. 
Expansion of existing industry. New industry. Outmigration and 
commutation to other areas. And it is interesting, of the 41 communi- 
ties that had been lifted out of distress, 13 of them were lifted out of 
distress because of outmigration of population. And you know what 
that means. It means the] people in that community, in those communi- 
ties gave up hope and moved out of the area. The only reason then 
that this community did not have serious enough unemployment. to 
entitle them to relief is that the people had moved out. We know so 
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much about it in rural areas where the outmigration of population is 
the most outstanding chars et of your depressed community. 
But we also know that in urban areas. For example, we know that in 
Pennsylvania, we know that in New "Wasted, we know it in the min- 
ing areas that younger people are constantly trying to move out 

‘Mr. Brown “May ‘T interrupt you just one minute. 

Dr. ree I will recognize you. 

Mr. Tavte. Thank you, Mr. Chairman, and thank you, Mr. Barkin, 
for permitting this interruption. I asked for it to point out that 
we have in our audience today a distinguished gentleman from South 
America, from the largest country in South America, Brazil. 

Mr. Campos is chairman of the Appropriations Committee of the 
House of Representatives in the Republic of Brazil. In that country, 
all money bills go to the same committee—money coming in and 
money going out. They are managed by the same group, so he is also 
chairman of what we call in our country, the Ways and Means Com- 
mittee. 

We are delighted to have Mr. Campos here. We would be glad 
to have him rise and be recognized. | Applause. | 

Mr. Tatie. Thank you, Mr. Barkin, and thank you, Mr. Chairman. 

Mr. Brown. You may proceed, Mr. Barkin. 

Mr. Barkin. I think it is rather fortunate to have Mr. Compos 
here, to describe the problems with which we are wrestling in this 
country and the efforts we are making because they share so many 
common elements with the problems that Brazil is facing. Brazil 
has so many underdeveloped areas and they are borrowing from our 
experience in helping promote those areas. 

And strangely enough, even though it is a new country, it also has 
some urban distressed communities because some of their industries, 
particularly the textile industry of Brazil, has also overexpanded, 
particularly during the war period. They are faced with the prob- 
lem, how do you modernize and how do you provide alternative em- 
ployments to textile workers in these large industrial areas. Brazil 

can't find markets for some of its additional capacity for that par- 
ticular industry. 

The world over, then, gentlemen, just as we are, is in a world of 
technical change and a world of changing consumer demand, a world 
where the industries are constantly in turmoil and will continue to 
face these problems. The general plea which I am making on behalf 
not only of our union but the citizens’ group that was voluntarily 
formed, headed by Mr. Prentiss Brown, that we must have permanent 
polici ies to help local communities which need rebuilding, reconstruc- 
tion, and in which the basic economic difficulties are structural in 
character rather than of merely passing nature. 

I was describing this table to you gentlemen—13 out of the 41 
communities only solved their distress by outmigration. You know 
what that problem means. We know in Pennsylvania, people have 
been Sintec to get out of Scranton and out of other areas which have 
been overpopulated because the coal industry and textile industry 
have declined. Mr. Bass knows of the efforts of groups in New 
Hampshire to try to move out of that State, to try to find employ- 
ment in other areas. 
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Unfortunately we are finding that we are getting new crops of 
unemployment and distress. Detroit is the symbol of the new crop 
of chronically distressed communities. Because the automobile in- 
dustry has moved out in substantial numbers in proportion from 
Detroit. If you go to Detroit and visit those ghost buildings, the 
structures which are vacant, you get an insight as to the tremendous 
problem of reconstruction which is necessary there. 

And similarly in the automobile parts industry, you know what has 
happened to the many failures in that industry, because the large 
companies have absorbed that production and secondly, because we 
are now overcapacitated—able to make 10 million cars when we are 
consuming at the moment 414 million and it is unlikely that we will 
ever reach more for the foreseeable future, than 7 million or 7.5 million 
under the most optimistic estimates. 

It is the same in consumer durable goods. During the last year we 
have splurged in expansion and the result is we are leaving behind us 
an industrial structure and industrial activity which will not be used 
for some time. And that means the communities must rebuild. Nor 
can the communities do this job by their own unaided efforts. 

The other 6 communities in this 41 that have recovered are recover- 
ing because people are commuting to other areas. We know that in 
New England particularly where the cities are so close together. 
People living in their own towns keep their families there and set up 
temporary residences, personal temporary residences near their site 
of employment and commute back home over the weekend. 

So that of the 41 communities that are supposed to have enjoyed 
recovery, their recovery has been primarily due, in 13 cases, to out- 
migration, 6 cases to commutation, and 25 of these communities have 
recovered because the existing industry has expanded. 

Now these figures tell you the nature of this problem. In my state- 
ment we have a discussion of the causes of distressed communities. 

Areas which saw their unemployment levels decline below 6 percent 
generally achieved this result not through the addition of new em- 
ployment opportunities but as a result of the loss of population and 
part of the work force. People either have outmigrated from the 
area or commuted to other industrial centers. These alternatives 
have since diminished in importance. 

Local efforts at economic development have not been adequate to 
lift them from the state of chronic distress. We feel sure that a 
vigorous administration of an act such as is represented by the area 
redevelopme nt proposals will provide the Federal stimulus and assist- 
ance necessary to successful economic growth. 

We have a section here on causes of distressed communities. 

Textiles are suffering from the substitution of paper, plastics, and 
other materials. Agricultural implements are suffering from the fact 
that the equipment, itself, is becoming so productive that the industry 
doesn’t have to produce as many units. 

And so we go on in desc ribing the other forces that have created 
the problems of distress in communities. When the railroads bee ‘ome 
more efficient, it means that the railroad repair shop towns, the system’s 
headquarters become redundant and unnecessary. 

When any one of these particular industri les are affected, it means 
that an old industry, an old community will be affected. 
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We also know that the rate of industrial change, the rate of product 
change is undergoing vast increases and conséquently the turnover of 
new and old will | become much more sweeping. 

I have already commented on the fact that we now face a new series 
of distressed communities, symbolized by Detroit, South Bend, Ind., 
and other such cities which have been more rec ently distressed be- 
cause they are newer industries but their expansion has moved up 
a pac e. 

The current depression, gentlemen, has had an extraordinarily ag- 
gravating effect on older distressed communities. Those of you who 
come from rural areas knows this. The unemployed of the airplane 
factories and the automobile factories, those who have more recently 
moved to them come back to their old communities. 

Arkansas—and I am selecting Arkansas merely because Senator 
Fulbright has expressed himself, and I can’t understand why, as not 
being in favor of this legislation—Arkansas at the present time is 
becoming a magnet for the unemployed of Detroit and Texas and 
Indiana and Illinois who are coming back to that State and have 
nothing to do. The greatest majority of Arkansas counties at thd 
present time are sufferi ing from underemployment and low income. 

Arkansas is losing its trained, its educated population, because they 
are looking for more opportunities in other States and are getting 
back the people who have lost jobs in the airplane factories and the 
automot ive and consumer durable goods. 

And the same thing in Kentue ky. The same thing in those rural 
areas which have lost population during the recent few years. 

Gentlemen, you know how difficult it is for a man on his back to help 
himself. The same is true of communities. They can’t help them- 
selves when they are exhausted by unemployment and underem- 
ployment and have no financial means. And this is characteristic of 
the problem. 

Go to Kentucky and ask the great number of counties which have 
been in distress for these many years, ask them to help themselves. 
Look at their income. Look at the per capita income. It is impos- 
sible. Go to Arkansas and try to say the same thing and you are just 
talking about the impossible. No miracle of local sel f- help can achieve 
the results of rebuilding those communities. 

We have in this statement indicated why it is that a local commu- 
nity can’t help itself. It doesn’t have the resources, it doesn’t have 
the experience. It doesn’t have the persistence because they have been 
exhausted in the effort of merely existing at the most marginal level. 

We have enumerated here specifically, through several items—I 
shall read the titles, “Local indifference and opposition to expansion 
and redevelopment.” We could cite community after community 
Where the dominant economic interests are against redevelopment. 
In the Southeast this has been one of the great handicaps. It has only 
been in the last several years that there has been a community feel- 
ing that redevelopment should exist because until about 1951 and 1952, 
many of the local textile interests feared new industry would bring 
higher wages. 

One of the characteristics of local efforts is that they take on a 
realtor-broker attitude. All they want to do is bring in 1 or 2 plants. 
They are not looking for reconstruction, rebuilding, replanning, and 
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making a healthy community which will absorb the employees and 
persons who want jobs in that community. They feel it is enough 
for them to bring in 1 or 2 plants and that is enough. 

You get a feeling in many - these communities that the local 
merchants are only interested in bringing enough business to keep 
them busy, rather than aiiiioe the communities so that everybody 
has a job. 

The area covered by most development groups is too limited. 
That may not be the proper unit for economic development. One of 
the most tragic facts in many of these areas is that the political sub- 
divisions compete with one another even though their salvation 
should be built on cooperation among them. 

One further matter that I think we should stress is that economic 
redevelopment is an investment for lower tax burden. We all know 
how much relief has to be paid while there is this kind of expense. 

Area redevelopment prevents dissipation of social and private cap- 
ital and human resources. 

Redevelopment is necessary to maintain high rate of social and 
technical exchange. We have stressed in here and discussed why 
rural redevelopment is essential and the problems which we have 
encountered. In the supplementary data we have analyzed the prob- 
lems of rural redevelopment in individual States and the number of 
counties which are in submarginal conditions in the following States: 

In Mississippi, 58; Alabama, 44; Tennessee, 38; Kentucky, 35; 
Arkansas, 28; West Virginia, 17; North Carolina, 16; Georgia, 14; 
Louisiana, 11; Missouri, 11; Oklahoma, 11; Virginia, 11; South 

Carolina, 10; Texas, 5; Florida, 4 

Those of you who believe in a program of more liberal foreign 
trade must really endorse and help us through with this legislation 
because without this legislation, liberal foreign trade means primarily 
distress in many of our communities. 

We have outlined what we believe are the essentials of this kind 
of a program within our text. 

(The prepared statements of Mr. Barkin are as follows:) 
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The current recession reemphasizes the need for legislation to provide Federal 
assistance for the redevelopment of distressed industrial areas and the economic 
expansion of rural underdeveloped areas. The warnings sounded in former 
years that the distress in these communities are harbingers of the future difficul 
ties to be encountered by the entire economy should have been heeded. If the 
measures currently being discussed had been adopted in former years, economic 
redevelopment in the distressed urban and the underdeveloped rural areas would 
have provided an offset to the current contraction and helped us get more quickl) 
out of the economic morass in which we now find ourselves. 

The depression is creating a new group of chronically distressed communities 
which, added to the number currently in existence, will present our Nation with 
a truly staggering problem. The productive capacity of many consumer durable 
and capital goods industries was expanded during the recent investment boom 
1955-57 to a level which will exceed the probable consumer and industria) 
demand for the products of these industries during the next 2 or 3 years or even 
a longer period. Moreover, the change in the military procurement policy from 
an emphasis on airplanes to missiles, and from standby plants, equipment, and 
mass production to production for immediate use with a minimum need for 
inventory is also creating vast industral surpluses. Together these two trends 
will likely result in the closing of additional plants and the continued existence of 
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large pools of relatively long-term unemployed producing our chronically dis- 
tressed areas. 

It is this prospect of the exacerbation of the problem of distressed communities 
which makes legislation in this area even more imperative than ever before. 
Unless we apply ourselves to the problem of helping these communities economi- 
cally redevelop and successfully establish new employments and industries, we 
shall be burdened by large-scale unemployment with the accompanying high costs 
of unemployment insurance and public assistance as well as suffer from the waste 
of productive human and material resources. 

The fact that our present depression centers in the durable goods industries 
and follows upon an era of continued expansion of industrial capacity suggests 
that permanent solutions for our economic difficulties cannot be easily found in 
monetary policy. Private industrial productive capacity has been overextended 
in Many areas. A new era of large scale personal, industrial, and commercial 
need for new capacity is not likely to arise unless we develop many important 
new products at lower prices than current products cost or until we provide new 
founts of purchasing power which will stimulate demand. Neither of these 
courses is likely to be adequately realized in the immediate offing. New products 
are not available in sufficient quantity and breadth of appeal to stimulate buying. 
A temporary tax cut will help protect us primarily from the deepening of the 
depression. 

The primary course for large-scale economie revival to the high levels of em- 
ployment contemplated by the Employment Act of 1946 is public activities. The 
proposed program for area redevelopment belongs in this area of projects. It 
can help us accelerate the rate of economic recovery and at the same time provide 
a sound basis for correcting the obsolete economic structures of the distressed 
communities. 

Certainly the rural underdeveloped areas cannot find solutions for their own 
problems. They require Federal assistance. The 762 counties of the United 
States with very low family incomes in the rural and very small labor market 
areas have been unable to redevelop their areas to provide decent incomes and 
living standards. They have neither adequate nonagricultural nor sufficient 
farm employments. Their local resources have not been sufficient to plan and 
carry out a program of needed economic expansion. The present rural develop- 
ment program administered by the United States Department of Agriculture is 
too limited in scope, inadequately financed, and too dependent upon voluntary 
efforts to make a serious dent on this problem. 

Chronically distressed and underdeveloped areas require Federal help. They 
currently shoulder the problems of a disproportionately large number of unem- 
ployed. Not only do they continue to carry the locally unemployed and under- 
employed but many local residents who had left to find jobs in other communities 
are how returning to their home communities as their jobs are closing out in 
the new communities to which they had gone. 

The current depression is further weakening the ability of these communities 
to help themselves. A careful study of the 118 labor market areas which would 
have qualified for Federal assistance if the Douglas-Payne bill had been in 
existence since July 1953 indicates that most of them have remained distressed 
either continuously or for the greater part of the period and are currently dis- 
tressed or suffering from huge labor surpluses. 

Areas which saw their unemployment levels decline below 6 percent generally 
achieved this result not through the addition of new employment opportunities 
but as a result of the loss of population and part of the work force. People 
either have outmigrated from the area or commuted to other industrial centers. 
These alternatives have since diminished in importance. 

Local efforts at economic development have not been adequate to lift them 
from the state of chronic distress. We feel sure that a vigorous administration 
of an act such as is represented by the area redevelopment proposals will provide 
the Federal stimulus and assistance necessary to successful economic growth. 


CAUSES OF DISTRESSED COMMUNITIES 


There is a great similarity between the life cycle of these distressed com- 
munities and our current depression. The former are areas which have passed 
their economic prime. They have begun to contract. Their historic productive 
capacity is not fully needed or in fact may not be required at all. They have 
lost, their critical economic functions. Their basic core industries which served 
the American economy have lost all or part of the market. In most instances 
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this decline has not occurred because of a loss to another part of the country, 
though that competitive shift has been frequently observed. Rather, the most 
significant cause has been the drop in the volume of demand for particular goods 
or services. As a result, capacity exceeded demand. With the creation of a 
long-term surplus, local industry had to shrink. The result was widespread 
distress in the community. 

The economic reverse has often resulted from changes in consumer demand. 
As oil and gas assumed importance in space heating, coal suffered. Demand 
dropped and mines were closed. When nylon and rayon supplanted silk, the mills 
which processed the natural fibers made an effort to handle the new fibers, but 
the specialized processor finally took over. The silk mills of Rhode Island, Con- 
necticut, New Jersey, and Pennsylvania, finally succumbed. As Dacron, Orlon, 
Acrilan, and other synthetic fibers have proven their worth, the traditional woolen 
and worsted mill finally went under and liquidated, leaving widespread distress 
in many New England, New York, New Jersey, Pennsylvania, Middle West, and 
southern communities. The reduction in per capita bread consumption has ad- 
versely affected the wheatgrowers with their attendant chronic difficulties and 
the creation of farm problems and, ultimately, community difficulties. The con- 
sumer preference for plastic chinaware, together with foreign competition, is 
closing pottery mills throughout the country. European small cars are currently 
the rage; foreign producers and European subsidiaries of American companies 
as well as the one American producer of these types of cars are prospering while 
the domestic automobile industry is languishing. The tufted carpet put on the 
market immediately after the Korean war has since taken over a growing pro- 
portion of the soft floor-covering market with the consequence that the woven 
carpet mills have never recovered their total volume of sales. This develop- 
ment, together with foreign competition and the construction of low-wage, modern 
mills in the South, has produced an unending stream of woven-carpet mill closings 
in Connecticut, New York, Pennsylvania, and North Carolina. The vagaries of 
consumer tastes bring their economic toll and spell disaster to the communities 
which depend upon companies making the disfavored products. 

The same superfluity of capacity is created by new technology and currently 
by automation. These are resulting in the closing of older industries and plants 
and the creation of new distressed areas. The introduction of automation in the 
production of radios and television sets have made hand assembly plants obsolete 
and resulted in their closing. Electronic computers are helping to centralize 
accounting and statistical operations, causing the elimination of many local 
offices. Dial systems for telephoning mean the elimination of local exchanges 
and the loss of jobs in this division of the communication industry. The im- 
provement of locomotives and roadbeds, and finally the dieselization of the rail- 
road locomotive meant the shutting of railroad repair shops, the consolidation 
of divisions, and the merger of operations. Communities like Altoona, Pa., which 
have been dependent upon these activities are suffering from these reverses. 

Improved technology has enabled the large automobile assembly companies 
to assume the responsibilities for producing more and more parts with the con- 
sequence that independent parts manufacturers have lost their business. The 
towns in which these parts companies were located were left stranded 

Changes in technology not only make older processes, machines, and products 
obsolete, but frequently reduce the need for plant capacity. This fact has been 
graphically illustrated in the textile industry. While we have maintained a 
relatively constant volume of woven fabric productions, ranging from 12 to 13 
billion yards a year, the equipment and the plants in the industry have been 
reduced drastically. The modern textile machine is both labor and capital 
saving; it requires less workers, machines, and plant space to produce the same 
volume of output. Because total sales are not increasing, despite a rising popu- 
lation, a tremendous redundancy has been created which has caused the liquida- 
tion of hundreds of mills, explaining in part the large number of textile areas 
to be counted among the distressed communities. 

New industries have sprung up in many newer areas. They have been located 
closer to newer raw materials as in the case of the aluminum plants built on 
the Ohio River, the chemical plants in West Virginia, or the mining and process- 
ing plants for the newer metals. The development of new markets in the South 
and the Southwest has attracted many branch plants of the larger companies in 
these areas. The more scientifically oriented industries dependent upon the 
employment of large numbers of technicians, professionals, and scientists have 
to be situated near places where these men are located or where they prefer to 
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live. The great institutions of scientific learning and research are themselves 
becoming nuclei of economic growth. They not only attract industries but also 
spawn new ones initiated by men who had studied there. This development is 
observable throughout the country. -articularly noteworthy is the economic 
renascence of the New England area which is being built around the stimulus 
created by the presence of the scientific research facilities at Harvard and the 
Massachusetts Institute of Technology. Realizing the importance of such re- 
search facilities for attracting young scientists and providing the base for future 
industrial growth, the State of North Carolina has encouraged the construction 
of a reactor research center. 

Newer industries often tend to be a threat to older ones. The modern chemical 
industry produces synthetic fibers which are steadily encroaching on the rela- 
tive position of cotton, and causing a shrinkage in the absolute consumption of 
raw wool and other natural fibers. Should the current battle between nylon and 
high tenacity rayon yarn for the tire cord market result in a victory for the 
former, it will spell the demise of a substantial section of the rayon industry. 
Already plastics, newly developed paper, and nonwoven fabrics have taken over 
substantial portions of the textile markets, thereby causing the appearance of 
new surpluses of textile facilities. 

The endless competitive struggle among industries and products causes the 
ascendancy of new products plants and products and the decline of older ones. 
New sources of fuel ultimately mean the relocation of industry. The reduction 
in the cost of atomic power to become competitive with present fuels will no 
doubt result in a recasting of the geography of American industry and popula- 
tion. New highways, as weil as airways and waterways, affect the distribution 
of economic operatious. The crowding of the core cities has favored decentral- 
ization in the suburbs. When manufacturers have sought real estate suitable 
for their spacious one-floor factories they have looked to undeveloped industrial 
plots because construction would be cheaper. Congested roadways have been 
avoided. New industries have sought areas with good community facilities and 
services. 

Currently the influence of these inherently dynamic forces in American so- 
ciety which have spelt doom for some industries and communities and offered 
vast new opportunities for others has been intensified by the vast changes in 
military procurement policy and products. We have changed our emphasis 
from airplanes to missiles. Our procurement program no longer requires tre- 
mendous stockpiles of war material. Missile logistics calls for direct point-to- 
point reflex response. Items for any special weapon system move directly from 
source to user, from the contractor to launching site, wherever practical. Stor- 
age, warehousing, standby capacity, and supplies are yielding to a direct pro- 
duction line. As a result military standby plants and equipment are being 
offered for sale. The machine-tool manufacturers are fully aware of the im- 
plications of these changes in procurement policy for the probable future de- 
mand for their products. Communities dependent upon airplane manufacture 
and standby plants or companies which supply these manufacturers or are af- 
fected by the release of surpluses are also among those threatened with ad- 
versity. 

Migration of plants is also a well-documented story. Many older plants have 
been abandoned because employers could get closer to markets, new materials, 
or could find cheaper and more accomodating labor in other areas or could find 
local protection from trade unions in these new areas. 

Whatever the cause, the rate of industrial, economic, and social change is so 
high that it portends vast moves in the American economy. Communities which 
have prospered will find themselves stranded without their traditional economic 
base. The decline of an established industry or service will spell economic re- 
verses for the employees of local businesses and public services. Economic ex- 
pansion often means overexpansion and with it the creation of redundancy and 
the subsequent painful process of attrition and human suffering. Growth in 
some areas is usually accompanied by decline in others. 


CURRENT DEPRESSION CREATES A NEW GROUP OF CHRONICALLY DISTRESSED 
COMMUNITIES 


The problem of distressed areas is intimately tied in with the present depres- 
sion. Prior to the current recession, in the midst of our boom, we were beset 
by numerous distressed areas. As a matter of fact, as of September 1957 there 
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were 25 major and 63 smaller labor-surplus markets and, of these, 18 major and 
52 smaller labor markets were chronically distressed. 

The current depression will probably create an additional number of dis- 
tressed communities which will probably linger among those currently beset by 
permanent problems of economic adjustment. In fact it is probable that we 
are faced by long-term structural maladjustments in many communities which 
makes many proposals for the correction of the present depression appear more 
like short-term palliatives than real solutions. 

The special characteristic of the present recession is that it corresponds 
to the completion of the process of the postwar expansion for many of the 
newer industries. What we have witnessed during the last few years was a 
consumer and industrial investment boom which favored the expansion of con 
sumer durable and capital goods industries. They continued to prosper despite 
the tight money policy which forced contraction in the home and public con 
struction fields. Asa result they created a productive capacity which definitely 
exceeds current and likely future consumer and industrial demand for many 
products. As a result, the respective industries are likely to face the contra 
tion, with consequent plant closings and reverses for many communities which 
had depended upon them. As these closings occur more communities will be 
come chronically depressed. 

While it may be cogently argued that the economy as a whole may not be 
suffering from overcapacity, it cannot be denied overexpansion has occurred in 
many areas and in particular in some fields of consumer durable, transportation, 
and capital goods. It is the process of economic attrition in these specific areas 
which will produce the new group of chronically distressed communities. Sym- 
bolic of this new trend is of course the position in which Detroit finds itself. 
Added to the group of distressed communities created by the textile, mining, 
and other declining industries we are confronted with a vast array of challenging 
new local problems which must be tackled by the National Government. Full 
economic recovery cannot be realized until these communities begin to substan 
tially share in the process of economic growth. The existence of this large 
number of distressed communities does not bode well for our chances of getting 
out of the high level of unemployment with which we are now faced. 

We have much impressive evidence of the overexpansion in many industries 
which provided us with the stimulus for economic expansion during the last 
several years. The automobile industry which sold 8 million cars in 1955, con 
tinued to expand its capacity during the following 2 years thereby creating a 
plan structure capable of producing 10 million cars. Incidently, this determina- 
tion to create this relatively unneeded capacity fed the inflation from which we 
suffered. Current production in this industry is closer to the 4.5 million mark. 
No optimistic estimate will bring total demand for any of the immediate years 
ahead of us beyond the 7 million mark. Already Ford has closed several older 
plants. Will others be closed? Will some companies be eliminated in the proc 
ess of adjusting the industry to the lower demand? How will the surviving 
companies adjust their capacity to the lower demands? 

We have heard a similar story from C. J. Witting, vice president of the con 
sumer products group of the Westinghouse Electric Corp. He declared on March 
27 that “we must consider today’s market is normal.’”” Which in effect means 
that with capacity having been built up far in excess of probable demand, some 
plant liquidations are in the offing. The farm machinery industry reports the 
same problem. It too has “more capacity than it needs,” according to an anal 
ysis of the Journal of Commerce. Similar surveys of other divisions of Ameri 
can industry indicate clearly that the investment boom had created a superfluity 
of productive capacity. 

The effect of this surplus will become evident in different ways in different 
areas. The paper industry had built up a new capacity which it will not need 
for several years but it feels confident that the “growth in customers’ needs” 
will eventually make it necessary. Plans for new construction are not likely to 
be announced for years in these industries. But in the preceding group includ 
ing the textile industries in which capacity far exceeds probable future demand, 
the alternative is not to wait for consumption to reach current levels of capac 
ity. Rather the course which is likely to be followed is the cutting back of 
capacity through liquidation. This trend is being exacerbated by the military 
cutbacks in standby equipment and the sale of surplus equipment and the shift 
from airplane to missile production. 

What makes the plight of these communities even more serious in the current 
depression and in the immediate future is the likely decline in the rate of new 
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private plant construction. The information already available shows a con- 
tinuing drop in new plant and equipment expenditures through the first quarter 
of 1959 with most of the drop occurring in new industrial and commercial con- 
struction. The ability of these communities to rebuild on the basis of the in- 
herent trends in the private economy will, therefore, be limited. These must be 
helped through special governmental efforts. 


CURRENT DEPRESSION AGGRAVATES THE PLIGHT OF OLDER DISTRESSED AND UNDER- 
DEVELOPED AREAS 


The current depression is having another most unfortunate effect. It is ag- 
gravating the plight of the communities which had been chronically distressed. 
Many of these communities had their problems relieved by the fact that some 
of the displaced persons as well as the younger individuals migrated to other 
communities in search of jobs. In the New England textile communities many 
younger people and skilled workers moved to Hartford and the machinery in- 
dustries of western Massachusetts. The depressed communities in Pennsylvania 
sent many workers to the steel mills. The southern underdeveloped areas sent 
worker northward and westward to the airplane and automobile factories. The 
mining communities of West Virginia, Virginia, and Kentucky sent them to auto- 
mobiles and electronic industries. Now all of these industries are suffering from 
widespread unemployment as a result workers, particularly those who had not 
pulled up all of their roots in their older communities, are returning in large 
numbers. This return of the unemployed is graphically reflected in the growing 
numbers of outstate checks being paid to the unemployed. The plight of the 
older depressed areas is becoming even more aggravated than it was before. 
This is another justification to provide the assistance these communities need 
because they are now absorbing the group displaced from other areas. 


LOCAL EFFORTS USUALLY INSUFFICIENT TO REDEVELOP CHRONICALLY DISTRESSED AREAS 


The need for Federal legislation such as is being considered in area-redevelop- 
ment bill is underscored by the persistence of the distress in most of the com- 
munities in this category. Despite the fact that we have had a prolonged period 
of general high employment during the last several years, and the fact that most 
of the urban communities with which we are currently concerned have and are 
making efforts at attracting new industries, they have generally been unable to 
raise themselves to the level of a limited labor surplus rather than chronic dis- 
tress. The setbacks from the loss of the key industries have been so serious that 
their best efforts have been unavailing. 

One basic reason for this lack of success is that most of the communities have 
approached the problem of redevelopment in the spirit of a real estate broker. 
They have reasoned that all that was necessary for economic improvement was 
to build a factory and then seek an industrial tenant. This is not the path to 
economic rehabilitation of communities faced with chronic unemployment. The 
road is through diligent redevelopment of the entire area seeking to create new 
locational advantage which would make them better adapted to the current in- 
dustrial and economic society in which we live. Such an ambitious undertaking 
requires the vision, direction, technical advice and diligent cooperation as well 
as financial aid of many outside groups, particularly the Federal Government and 
from people who have this broader perspective. 

The evidence that Federal efforts must be made because local and State moves 
have been inadequate comes from the record of experience of these communities. 
For the purpose of obtaining the data for this analysis, the experience of the 
chronically distressed industrial areas was studied. All communities classified 
by the Bureau of Employment Security since January 1952 according to labor 
market conditions, were analyzed. <A total of 116 labor markets in the United 
States have qualified as chronically distressed during some time in the past 5 years 
by fulfilling at least one of the 4 criteria specified by the Douglas-Payne bill for 
eligibility for assistance (table 1). 

According to these criteria, we find that 64 areas have had 6 percent or more un- 
employed continuously from the date of their first classification as surplus 
(table 1A). The distribution of the periods of distress in these areas is as 
follows: under 2 years, 2; between 2 and 3 years, 2; between 3 and 4 years, 14; 
between 4 and 5 years, 20; between 5 and 6 years, 11; 6 years or more, 15. 

An additional group of 11 labor-market areas fulfilled the requirements for 
assistance under the Douglas-Payne bill as of March 1958 but had not suffered 
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unemployment rates of 6 percent or more continuously since their first classifica- 
tion as surplus (table 1B). Four of these areas had met the criteria of chronic 
distress during one period and, after experiencing a partial recovery during which 
unemployment dropped below 6 percent, had suffered further setbacks and been 
restored to the chronic-distress category. The remaining seven areas in this 
group had suffered from high unemployment rates for too short a period to 
qualify as chronically distressed, then enjoyed a partial revival and subsequent 
deterioration resulted in the classification of chronic distress as of March 1958. 
Together with the prior 64 continuously distressed communities, the present 11 
make a total of 75 areas currently suffering from chronic distress. They com- 
prise 65 percent of all the areas which suffered from chronic distress during any 
period in the past 5 years. 

A third group consists of 41 labor markets which were formely classified as 
chronically distressed but were not as of March 1958 eligible for Federal assist- 
ance. Of this number, 19 were currently classified as having a labor surplus and 
the remaining 22 had no current labor surplus (table 1C). 

Only 22 labor markets, or 19 percent of the labor markets that at one time 
or another would have qualified for Federal assistance if the Douglas-Payne bill 
had been in existence since July 1953, were not now on the labor-surplus list. 
All of the remaining 94 labor-market areas were currently classified as labor 
surplus and 75 were qualified for the Douglas-Payne type of Federal assistance. 
The best efforts of these communities had not sufficed to raise them from the 
condition of chronic distress. 

A further analysis of the 41 labor areas no longer eligible for Douglas-Payne 
bill aid indicates several significant facts about the trends which advanced them 
out of the distressed condition. The largest single cause for recovery was the 
expansion of local industries sufficiently to offset the loss of major industries 
which had caused the distress. These developments are the dominant or one of 
the major reasons for economic revival in 25 areas. The second most significant 
reason for recovery was the establishment of new industries, which was helpful 
to 13 labor markets, and was the exclusive cause for redevelopment in 6 labor 
markets. In another group of 10 labor markets, outmigration was the principal 
reason for the alleviation of the situation and in 3 labor markets was the exclu- 
sive reason. In these areas economic revival depended upon the shrinkage of 
the work foree. Finally, continuing commutation to other labor markets was 
responsible for alleviation of the chronic distress in 6 labor markets. Interest- 
ingly enough, commutation was primarily available as the means for siphoning 
off surplus labor in the States of Georgia, Massachusetts, New York, and Penn- 
sylvania. 

This study indicates that employment expansion, either through growth of 
existing industries or the establishment of new industries, was the primary 
reason for advancement out of the chronic distress category in the case of 30 
communities or 73 percent of the 41. 

An analysis of the labor markets which have been classified as having sub- 
stantial labor surpluses for a period of 6 months or more reveals that, where 
economic distress persisted for extended periods, local efforts have been insuffi- 
cient to correct these difficulties. The significant fact is that, of the 191 major 
and smaller areas classified as labor surplus for 6 months or more, 144, or 75 
percent, were still so classified in March 1958. Most of the remaining areas (27 
out of the 47) had been so classified for less than 18 months and only 9 had been 
in the labor surplus category for 24 months or more (table II). Among the 
major labor markets, 47, or 80 percent of the 59 major labor markets with labor 
surpluses for 6 or more months, were still so classified in March 1958. Half of 
the remaining 12 areas had been classified as labor surplus areas for less than 
12 months, indicating that their condition had not become a chronic one. Only 
2 of the 21 areas not on the list in March 1958 had been so classified for a total 
of 24 months or more in the period since January 1952. 

Among the major areas still classified as surplus in March 1958, 28 (or 60 
percent) have been classified as surplus for a total of 24 months or more and 
30 (or 64 percent) had been so classified for 18 months or more. 

Among the 132 smaller areas classified as labor surplus for 6 or more months, 
97 (or 73 percent) were still so classified in March 1958. More than half the 
areas no longer classified as surplus (19 out of the 25) had been classified as 
surplus for less than 18 months and only 7 had been so classified for 24 months. 
The bulk of the 97 smaller areas classified as surplus in March 1958 have been 
suffering from distress for 24 months or more. 
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The communities with labor surpluses for more than 6 months tend to develop 
a condition of chronic labor surplus which they find difficult to remove. The 
reasons for the difficulties are usually structural in character and require major 
redevelopment efforts. The local communities are often reluctant to admit the 
nature of the malady and the size of the problem which cenfronts them. Their 
local efforts seldom are equal to the magnitude of the job they need to perform. 
It requires a Federal Government agency to help them see their own problems 
and guide them and provide financial assistance in mapping out the solutions and 
then trying to take the necessary steps for correcting the structural difficulties. 
The communities generally have not been able to do it themselves. 


LOCAL GROUPS ARE INADEQUATE TO OPERATE WITHOUT FEDERAL GUIDANCE, 
ASSISTANCE AND FINANCIAL RESOURCES 


Local and State groups have been able, in many places, to attract individual 
plants. But in the vast number of urban distressed areas, these additions have 
been inadequate. The groups have been unable to stimulate enough new plants 
to offset the loss in employment in closed plants. The local efforts are indis- 
pensable to the rehabilitation of the local economy. Without their earnest appli- 
cation and dedication, outside groups would be completely helpless and their 
efforts would probaly be wasted. No matter what projects are undertaken, they 
must ultimately be based upon local administration and responsibility. But, in 
posting this basic proposition, we want to add that these very groups usually 
are not ably organized, adequately primed for the task, conversant with the 
alternative courses or ready for the task. They need outside, trained guidance 
and assistance. They must be helped to analyze their problems, assisted in pre- 
paring the essential information on human and material resources, facilities, 
and locational problems ; and, finally, in plotting the future. To execute the latter, 
they often need outside financial assistance. 

Certainly, local economic development is a problem in which local groups should 
be preeminently interested. But there is no necessary assurance that local groups 
are, or will be, created to handle these problems. Despite the tremendous popu- 
larization of the idea of local planning, some distressed areas are without such 
groups. Some have been created only after funds have been provided by the 
Federal Government for such purposes as urban renewal, flood control, agricul- 
tural planning, and other specific purposes. The existence of a need does not 
necessarily assure the appearance of the body to deal with it. The function of 
the Federal agency is to help create local groups where none are now in existence. 

Local groups, even where formed, are often handicapped in many other respects. 

1. Local indifference and opposition to expansion and redevelopment.—In many 
areas, inertia has set in as a result of the depressed conditions. People often lose 
ambition and hope and yield to pessimism and frustration. Dominant political 
and economic interests have, in other areas, impeded or suppressed programs 
for economic development, for they have reasoned that it is not in their own 
interest. Businesses which have been built on low wages have been particularly 
shortsighted and have feared new industry lest it result in raising wages. In 
many underdeveloped areas, the dominant economic interests have preferred to 
maintain one industry or company towns. 

2. Many plans are excessively modest and inadequate.—Most of the develop- 
ment groups have very modest and limited objectives. Their goals are not full 
employment and job opportunities for all residents who want to work, but merely 
an increase in employment within the community. They are overwhelmed and 
satisfied with bringing in 1 or 2 plants, hoping that it will resuscitate the com- 
munity to the point of providing a satisfactory volume of business to existing 
commercial and professional interests. They are not interested in complete 
growth, but only in the correction of economic prostration. 

3. The area covered by most development groups is too limited.—One common 
failing of the local development groups is that they usually correspond to a 
specifie political subdivision. This limitation, of course, runs afoul of every 
measure of distress spelt out in the area-redevelopment bill. In it, distress is 
defined in terms of the volume of unemployment in an entire labor market, which 
usually extends beyond a political subdivision including more than one county 
and embracing part of several subdivisions. The rivalry among the political 
units often makes its impossible to get them to cooperate. Economic develop- 
ment will be frustrated by such political bickering. In older areas, the best 
areas to develop, it has been discovered, are often those found in the developed 
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areas outside of the core cities. An outside agency, such as a Federal one, can 
help coalesce these groups into a unit which more appropriately fits the needs. 

Recent congressional investigations have highlighted the fact that local groups 
are more responsive to suggestions from competent professional Federal agencies, 
dedicated to their assistance, than to a State body in the same field; they often 
suspect the latter of having definite, local political objectives. 

4. Their objectives are most often limited.—The local bodies characteristically 
have limited objectives. As indicated above, they most often seek only to secure 
a new plant or a single employer. Their goals are satisfied when a general- 
purpose manufacturing structure has been erected. The vision of their objectives 
is limited to that of being a real estate broker seeking a tenant. 

In the first place, they are often glad to take on any manufacturing unit, irre- 
spective of reliability and future. They have often been willing to accept fly-by- 
night operators who, after a short period of time, leave them holding the bag. 

In the second place, they often act out of desperation. Even if they attract 
a relatively reliable operator, they are not selective. Instead of seeking a plant 
which can become the nucleus of new growth spawning a large number of subsidi- 
ary industries and promising continuing expansion, they are quite happy to 
accept any employer who will provide current jobs. 

In the third place, they fail to analyze their long-term problems and develop 
plans for their long-term development. Being impressed with problems of 
immediate distress and the emergency, they fail to build for the future. This 
effort requires long-term programing. In order to build securely, programs 
must be preceded by study followed by imaginative planning. Communities 
which have lost old resources, industries, and locational advantages must build 
new ones. The area which depended upon coal cannot rely on it now for new 
industries. The New England distressed communities which lost their textile 
mills can no longer rely upon waterpower and history to attract new industry. 
The Pennsylvania coal towns became a haven for female-employing industries 
such as textiles and apparel. But, with the continuance of chronic unemploy- 
ment, areas cannot rely merely on their abundance of female labor. Knoxville 
must find new attractions. Detroit must find a new nexus for its rejuvenation. 
Communities which relied upon the pottery, clock, brass, and other declining 
industries must find completely new attractions for making themselves pre- 
ferred economic areas. 

In planning the economic development of a distressed area, attention must 
first be given to handicaps, deterrents and disadvantages. These must first be 
corrected. The New England textile communities often must be rebuilt. Land- 
use surveys must be made to determine the availability of industrial, com- 
mercial, and residential areas. Urban renewal programs must often precede 
efforts at attracting new industry. Unsightly local communities must be cleaned 
up. Public facilities must often be improved. The slag and waste hills of the 
Pennsylvania coal areas must be reclaimed. The educational institutions often 
must be improved. Recreational opportunities are essential to attract new 
industry. Workers must be retained and their skills upgraded to enable the 
community to attract modern industry. These and many other steps may be 
preliminary to a program for rehabilitation and redevelopment. jut current 
local programs have much more limited functions. They must be guided to 
these broader objectives. 

5. Local programs tend to create self-defeating and costly competition among 
political subdivisions——Local groups have taken on the character of bargain 
basements. Instead of unfolding their benefits and permitting industry to 
choose the spot which best fits it, the local groups try to pull in their customers 
through competitive bidding. It is not only unseemly, but it is destructive and 
eostly. The competition is on the basis of which community can offer the 
greatest subsidies or protection. Tax exemptions, free buildings, low wages 
and protection against unions are frequent lures to new industries. The em- 
phasis is not necessarily on attracting new business but on enticing companies 
to move from existing sites. Unnecessary migration is induced. The project 
often means the gain for one community and the loss for another, without any 
true addition to national well-being. The communities seek out the businesses 
and thereafter fall easy prey to intimidation by strong outside business groups. 

6. Local leaders are not discriminating as to the plants they attract.—Many 
local groups are not able to define their own self-interest. They are ready to 
take on fly-by-nighters and only later find themselves in the hole. Others are 
ready, in desperation, to accept low-wage employers who pay less than the 
going wage in the industry. They turn to the distressed area for such low 
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wages. Such plants exploit the community and, usually, soon disappear when 
plants in other areas offer even lower wages. Such companies do not provide 
the buying power for real economic development. They maintain the pall of 
despair on workers, and the community continues oppressed by low living 
standards and the repressive labor policies found in such plants. They are not 
nuclei for real growth. 


CHRONICALLY DISTRESSED GROUPS NEED FEDERAL ASSISTANCE 


Not only do many local groups develop inadequate plans for economic redeyel- 
opment, but they are most often unprepared for this project. The very character 
of the community frequently leaves them without resources, manpower, and 
perspective for this challenging job. Few persons, both within and outside 
the community, have had experience in handling this type of problem. The 
enumeration of some of the characteristics of these communities and areas should 
make this conclusion evident : 

1. These are communities which have lost their historical locational ad- 
vantages.—The basic considerations which built their economy have been seri- 
ously undermined. They need, therefore, to determine first, what had attracted 
industries previously, which is relatively simple, and second, what they have 
which can attract new industry or commercial or other human economic en- 
deavor. This is a challenging job, for which the local communities with an 
easy economic past are usually unprepared. A new community structure must 
usually be built. 

2. The unemployment is chronic rather than temporary.—The community must 
begin to think in terms of long-term planning rather than immediate palliatives. 

3. Local enterprise and initiative have often been smothered or repressed or 
have never been adequate in the community.—Areas suffering from prolonged 
unemployment are like individuals who have been physically ill or unemployed 
for prolonged periods. They lose heart and courage. They become resigned 
and discouraged. Their spirit has often been knocked out of them. Their 
physical energies have been drained. Past failures may discourage new under- 
takings. They cannot be relied upon to act for themselves. They are like the 
unemployed who need outside help from a professional agency to reassess their 
selling points, define their training needs, and lay out a plan for seeking a new 
job. The distressed community needs professional help which can come only 
from a Federal body dedicated to this function. 

One characteristic of the depressed area is that it has frequently lost the enter- 
prising and the young people, who have left for other communities. Those who 
remain must be helped to command talents and undertake jobs they ordinarily) 
would not do. 

4. Distressed areas often lack experience with independent local endeavors.— 
The one-industry towns in which the textile, coal, and automobile industries have 
prevailed have been singularly characterized by such difficulties. The former 
ownership, either directly or through representatives, governed, dominated, and 
directed the community, and usually discouraged independent action. As a 
result, the area is likely to have been deficient in civic organization or in an 
independent business or professional class, possessed of initiative and daring, or 
of trade unions with the experience ncessary to undertake so vast an effort as 
economic rehabilitation. It has been accustomed to having the lives and economic 
destiny of its people directed by outside interests. As a result, in this new 
crisis, they are without the organizations or the experience for self-assertion. 

The fault lies not with the people but rather with the repressive enterprises 
which have prevented new businesses or an independent spirit from arising. 
Where low wages prevailed, people were also suffering from the debilities of low 
income. 

Any program which assumes that depressed areas must show evidence of their 
own interest to qualify for assistance starts with a fallacious premise. Many 
of these communities are unable to take these steps. They must be helped to 
develop such an interest and a dedication to this task. Such a requirement would 
be punitive in concept, since it would discriminate against those communities 
which most need help. 

5. The distressed conmunities are frequently those with the most limited finan- 
cial resources.—They are often least capable of raising capital for long-term 
bold programs of reconstruction. If they had the resources, many would have 
been able to help themselves more fully. The very persistence of unemployment 
and distress indicates their financial limitations. Persistent unemployment and 
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distress indicate their financial limitations. Persistent unemployment will have 
drained the resources of workers, businessmen, and local government. <A _ pro- 
gram which insisted on large-scale local financing would be least available to 
the communities in the greatest need of such help. 

6. An economically distressed area usually consists of more than. one com- 
munity.—The program must, therefore, be conceived in terms of large geo- 
graphical coverage rather than a specific municipality as is usually embraced by 
current local development projects. 


CONCLUSION 


We must, therefore, conclude that local efforts are essential, but we cannot 
agree with those who argue that we should rely exclusively on local groups. 
The problems of distressed local areas certainly cannot be solved by local groups 
themselves. Those who insist that we should rely exclusively on local efforts 
are sentencing the local communities to relatively permanent, chronically large- 
scale unemployment. Their position will prevent the removal of economic dis- 
tress rather than help in its correction. 


OLDER CHRONICALLY DISTRESSED COMMUNITIES SHOULD BE REDEVELOPED 


Some people have questioned whether the older chronically distressed com- 
munities should be helped. They have asked: Why not let them fester until they 
become ghost towns? This is not only an inhumane but also an uneconomic 
position and is decidedly against the best national interests. The unsoundness 
of this proposition becomes evident on reflection on the cost of public facilities. 
A study on the investment required per citizen in a modern urban community 
indicates that it must range well over $10,000. In building up new communities, 
complete replacement of older facilities would represent an even greater burden. 
The national cost of scrapping older ties and in shifting to newer communities 
would be prohibitively large. We must, therefore, help in the reconstruction of 
these older communities. 

The wisdom of this procedure is, of course, becoming more evident as our expe- 
rience with suburbia and urban renewal increases. The initial cost of a new 
suburb appears relatively low. But when the citizens begin to demand services 
comparable to those found in the normal urban centers, the tax rates begin to 
rise and the duplication mounts and lead to protests as the rising tax structure 
increases. In contrast, it is becoming evident that the rebuilding of the core cities 
through urban renewal is relatively cheap. After the absorption of the initial 
losses on the land much of the remaining financial burden can be covered by 
private capital. The older facilities have to be modernized and expanded, but 
it is hardly ever necessary to create an entirely new set of facilities 

We are not contending that new areas shall not be created nor that we have 
exhausted the opportunities for developing new areas. But we do conclude that 
there is a considerable overall national saving in rebuilding and redeveloping 
older areas. 


ECONOMIC REDEVELOPMENT IS AN INVESTMENT FOR LOWER TAX BURDED 


People in chronically distressed communities do not uproot themselves en 
masse and leave the community. The process is a slow one. People first have to 
be convinced that the plant or industry closing is irrevocable and that no new 
industry will appear. Then it is the young and unattached who move. The 
older generations remain, and those with family or personal ties or indisposed 
to movement remain behind. Some of these persons resort to commutation where 
possible. But migration from a distressed and underdeveloped area is a slow 
process. 

While chronic unemployment continues, the tax costs to the community, 
State, and Nation are high. These costs are not only a burden but also a drag 
on the economy. The direct costs include unemployment insurance, higher 
amounts of old-age assistance and pensions, larger expenditures for relief and 
other State and local aids. A whole population group is doomed to remain 
nonproducers. They cannot buy durable goods. They consume their savings 
and become a drain on their families. 3usinesses fail and with them goes 
substantial tax resources. The taxload on those who remain employed in the 
community becomes a more severe burden. 
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In the reverse, economic rehabilitation stimulates business activity and in- 
creases the total income available to the community and government. The 
government is then better able to finance needed projects without tax rate 
increases and may even find ways of achieving tax reductions. The burden of 
taxes on the taxpayer is reduced. A small grant for planning, technical assist- 
ance for redevelopment, planning loans and grants for public facilities, and 
local, industrial, commercial, and rural enterprise can become the base for mul- 
tiplying the rate of economic expansion, thereby assuring a rise in the national 
income. The program for area redevelopment provides for the use of funds to 
realize maximum employment throughout the country and, therefore, a lower 
tax burden and, possibly, ultimately a lower tax rate. 


AREA REDEVELOPMENT PREVENTS DISSIPATION OF SOCIAL AND PRIVATE CAPITAL AND 
HUMAN RESOURCES 


The proposed legislation complements the Employment Act of 1946. If we are 
to attain maximum employment and utilization of our resources, an essential 
prerequisite is the reconstruction of the areas which suffer from distress, unem- 
ployment and continued waste of social, private, and human resources. Such 
communities are well established and have highly articulated public facilities 
and services, extensive housing areas and commercial organizations in ad- 
vanced stages of development. Continuance of distress means a loss of this 
public and private investment which would cost billions of dollars to duplicate. 
It would be wasteful and unnecessary to scrap and destroy this accumulated 
experience, capital, and organization. The crying need is for reconversion of 
these resources for new uses. 


REDEVELOPMENT NECESSARY TO MAINTAIN HIGH RATE OF SOCIAL AND TECHNICAI 
CHANGE 


The proposed area development legislation is vital for the continued advance 
of our American economy. Technical and industrial growth are not automatic; 
they are rooted in a favorable economic and social setting. They occur slowly 
when unemployment is widespread and people fear them. It is then that the 
public often inspires demands for control. During the hearings conducted by 
the Temporary National Economic Committee at the beginning of the forties, 
many people proposed controls over the application of new ideas. Business 
firms were found to be withholding new ideas in order to exploit existing plants 
and investments. Workers resisted change for they saw only unemployment, 
displacement, and downgrading as the consequences. 

This episode is behind us. During the last 15 years we have inspired a great 
faith among all groups in the economy that the Government will help maintain 
the maximum level of employment. When old jobs disappear, new ones will 
arise. The business community has developed the conviction that govern- 
mental intervention will help sustain the economy in case of a setback. We 
cannot afford to disappoint either labor or management. 

The trade union movement has further strengthened this confidence among 
workers that technology need not be a scourge but can bring blessings and 
benefits. Collective bargaining can provide the safeguards to assure people 
that changes will not destroy the workers’ security. They have gained a feeling 
that they will be protected against the worst effects of technological and market 
changes and that they will be helped in the transition. This confidence has 
significantly reduced opposition and resistance to change. To maintain this 
attitude the promises must be sustained. 

The Government cannot fail in its broad program of underwriting our econ- 
omy. It must adopt the steps necessary to restore our economy. We must not 
waste time and people in unrewarding waiting. The current proposal for area 
redevelopment is one contribution in this direction. The approval of this bill 
will provide additional reassurance to the American people that where market 
technical or resource changes depress a geographical area, the Federal Govern- 
ment is ready to step in and help rehabilitate and redevelop the area. The 
Federal Government will help the community reassess its locational problems; 
its needs for new growth; provide the technical aid and finance for new plan- 
ning and development. If local resources are inadequate, the Federal Govern- 
ment will provide the initial funds for such programs. 








818 LEGISLATION TO RELIEVE UNEMPLOYMENT 


DISTRESSED AREAS WILL BE A CONTINUING PROBLEM 


Permanent legislation is required to provide a Federal organization which 
will always be ready to help communities which become afflicted with prob- 
lems that will make them chronically distressed. This is not a temporary prob- 
lem. We have been burdened with a group of permanently distressed 
communities for a number of years. A new crop of such communities will re- 
main behind long after this current recession has passed. As new processes, 
materials, fuels, products and markets arise the geography of American in- 
dustry will change. New areas will appear and older ones will recede. These 
will lose their old advantages. They will need help to rebuild and redevelop. 

The rising rate of increase in productivity and the sweeping nature of the 
technological changes are overwhelming evidence that this problem of area 
redevelopment will be a continuing one for which we need permanent Federal 
organizations. 

FEDERAL ASSISTANCE CAN BE SUCCESSFUL 


The limitations of local and State help have already been outlined. There 
are distinct evidences that Federal assistance can be helpful when local agencies 
are inadequate. 

In the first place it is imperative for the Federal Government to act in this 
field under the instructions of the Employment Act of 1946. The costs of such 
distress are high to the Federal Government. It is, in the long run, cheaper to 
help these areas restore their economy. Competition with the Russian system 
increases our vulnerability to criticism. We cannot permit these sore spots of 
economic decay to fester. 

The Federal Government makes many efforts in this direction at the present, 
There are programs for housing, education, hospitals, flood control, roadways, 
reclamation program in regard to rivers and waterways and other items. 
There is a need for providing an agency which will coordinate these efforts in 
a specific area so that they can be most helpful to economic recovery. 

The establishment of a Federal program does not mean the elimination of a 
local authority or State agency. It means primarily making available to them 
the funds and experience of persons who have become expert in this field. 

The Federal Government provides a leadership toward long-term programs, 
toward adequate planning, toward careful programing, and, finally, makes funds 
available to communities which are otherwise unable to help themselves. 


RURAL REDEVELOPMENT IS IMPORTANT 


The present bills propose not only redevelopment of economically distressed 
urban areas but also leadership for the rural underdeveloped areas. These are 
communities in which incomes are low and where employment opportunities 
are limited. They are areas which have not yet built up a satisfactory economy. 
The people in these areas have no jobs and find work inadequate on the farms 
where they live. You find “concealed” or “disguised” employment in these 
areas. 

Statistics are not available on underemployment. The only measure is low 
income which reflects such conditions. 

To delineate such low-income areas, the United States Department of Agri 
culture prepared an analysis of all counties, excluding those covered by the 
major and smaller labor market areas reported by BES, and those having a 
civilian labor force of less than 15,000 persons in 1950. Most of the remaining 
counties are either entirely or predominantly rural in their population, although 
some of them belong to very small labor markets. The department then de- 
termined upon a critical median income level for families and unrelated indi- 
viduals in 1949 for determining whether the county shall be classified as “low 
income.” It set this median income as $1,750 for urban population or $1,500 
for rural-nonfarm population or $1,250 for rural farm population. Moreover, 
it further stipulated that the median county income for families and unrelated 
individuals in 1949 must be less than $1,600 if the county had both urban and 
rural population or less than $1,400 if the county was entirely rural. These 
minimum income levels “were chosen (because) it was felt (they) were so low 
as to produce a conservative estimate of the number of low-income counties and 
preclude objection that the income level might be adequate for family living 
The sliding scale is designed to reflect in rough measure the greater income in 
kind received by farm or rural people than by nonfarm or urban people.” <A 
number of counties were excluded because the lowness of their income level 
could be attributed to the presence “within the county of large numbers of (a) 
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persons of low money income not fully dependent on such income for the living, 
such as college students and military personnel, or (b) retired persons for whom 
reporting of income in the census is thought to be not over 50 percent complete.” 

As a result of the above criteria a list of 762 counties of very low family in- 
comes was developed. Of these, 390 were completely rural in 1950 and 369 had 
some urban population. Only 16 were over 50 percent urban. While they had 
low incomes the unemployment rates in these areas were low, indicating that 
this is not a meaningful measure of the condition of the economy of a rural or 
rural-small-town area. Only 53 of the low-income counties in this list had un- 
employment of 6 percent or more; 459 had unemployment of less than 3 percent, 
Only 27 had rates of unemployment of 8 percent or higher. These were primarily 
located in the States of Illinois, Michigan, Missouri, New Mexico, and Texas, and 
in many cases these counties might be included in very small labor markets, 
(Table 30.) 

Another set of criteria for measuring economic distress in rural areas has 
been developed by the United States Department of Agriculture in terms of the 
gross income of commercial farms and the levels of living of farm operator 
families. The Department classifies as commercial farms those operated as 
farm businesses with the primary purpose of providing the major source of in- 
come and employment for the farm family. They include all farms with sales 
of farm products valued at $1,200 or more and farms with sales of $250 to $1,199, 
provided the farm operator did not work off the farm as much as 100 days a year 
and provided sales of farm products exceeded income of the farm family from 
off-farm sources. The county level of living index developed by the Department 
of Agriculture is designed to reflect the average level of current consumption or 
utilization of goods and services of farm operator families. 

As a result of this tabulation, a list has been developed of the 500 counties 
ranked lowest in the levels of living of farm operator families for the United 
States. Another list of 500 counties with the highest percentage of commercial 
farms having sales of less than $2,500 was developed. There were 315 counties 
which appear on both lists for 1954. (U.S. Library of Congress, Federal Assist- 
ance to Labor Surplus Areas, a report prepared at the request of the Chairman 
of the Committee on Banking and Currency, U. S. House of Representatives, 85th 
Cong., Ist sess., April 15, 1957, by Sar A. Levitan, p. 32.) The number of such 
counties by State were as follows: Mississippi, 58; Alabama, 44; Tennessee, 38; 
Kentucky, 35; Arkansas, 28; West Virginia, 17; North Carolina, 16; Georgia, 14; 
Louisiana, 11; Missouri, 11; Oklahoma, 11; Virginia, 11; South Carolina, 10; 
Texas, 5; Florida, 4. 

The area employment expansion committee has already prepared fact sheets 
on the rural conditions in a number of States, including Kentucky (fact sheet 
No. 3); Arkansas (fact sheet No. 8); Ohio (fact sheet No. 10); Virginia (fact 
sheet No. 11) ; Indiana (fact sheet No. 12); Alabama (fact sheet No. 14). 

In each of these, the committee has examined the rate of decline of popu- 
lation; the level of nonagricultural employment per 100 persons; the per capita 
income; the level of living index; the percentage of farms with electricity, tele- 
phones, and automobiles; the percent of commercial farms with under $2,500 
products sold and their classifications in the categories noted above, These 
fact sheets tell the causes of low income and underdevelopment in each of these 
States. 

(For fact sheets referred to above, see pp. 829-909. ) 

These communities need help in their development. The present rural develop- 
ment program is inadequate. It is a long-rauge, cooperative effort built around 
local efforts and limited Federal technical assistance. The funds for this im 
mense task are limited. It emphasizes the need for improving the economic 
base of low-income, rural counties by increasing productivity for low-income 
farmers in commercial agriculture; of increasing productivity and prospects 
of nonfarm jobs by encouraging new industry and raising the social and eco- 


nomie standards within the area. It cannot provide with its funds the extensive 


technical assistance required for the thorough economic study of the rural area 
It cannot provide funds for the redevelopment of the area or the creation of new 
local facilities. 

This program should be integrated into a large program of economic re- 
development as is done under the urban area redevelopment programs. 

DOMESTIC AID IS AS ESSENTIAL AS FOREIGN AID 

The principles underlying the area development bill have been accepted by the 
Congress of the United States and the administration as essential for the 
reconstruction of depressed nations and the stimulation of underdeveloped na- 
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tions. The Marshall plan, which helped the European nations to restore their 
economies after the ravages of war, was an investment in reconstruction 
which enabled our allies to share with us the burdens of the defense of the 
free world. Technical assistancce has helped many underdeveloped nations to 
initiate important developmental projects. Our Export-Import Bank, the Inter- 
national Fund, our surplus agriculture sales agreements, and our systems for 
grants and loans have helped finance developmental projects the world over. 

The principle of assisting nations to a start on the road to a self-sustaining 
economy has been the guiding one. This same constructive approach must 
Serve us at home. The added advantage of a high priority to our domestic 
developmental programs is that the sound economies realized in areas which 
would otherwise be distressed, will permit us more easily to finance loans which 
we may desire to extend to foreign countries. 


DOMESTIC ECONOMIC AID: PREREQUISITE TO LIBERAL FOREIGN-AID POLICY 


Distressed area assistance is an important part of an American liberal inter- 
national-trade program. Without discussing the merits of our current trade 
programs, we cannot deny the fact that imports are already disturbing the 
normal economy of several industries ; among these are the woolen and worsted, 
hard fiber, and cotton textile industries. Moreover, our raw cotton disposal 
program provides foreign cotton textile manufacturers with raw cotton at 
prices of 6 to 10 cents per pound below that of the same cotton when bought 
by American manufacturers. These developments are seriously disturbing 
our domestic industry. As a result, a number of plants have been liquidated. 
Surely the casualties of such a national policy are entitled to aid and assistance 
from the Federal Government. As a matter of fact, the Solicitor of the De- 
partment of Labor, Mr. Stuart Rothman, replying to a letter sent by our local 
organization in Biddeford, Maine, wrote the callous words which follow (the 
union had written a plea for help when a plant management announced the 
closing of a mill in Saco, Maine) : 

“Consistent with existing laws in keeping with the basic framework of 
our Government, firms are free to cease business operations.” 

The administration and the Congress of the United States cannot overlook 
their responsibility to these victims of American foreign-trade policy. If men, 
women, and the whole communities are injured as a consequence of our na- 
tional policy it behooves the Federal Government and its agencies to assist 
their redevelopment; this fulfillment of responsibility is envisaged by the area 
redevelopment bill. More than “business climate” is necessary to reconstruct 
economically the distressed areas of our country. What is needed is the de- 
velopment of new, strong business enterprises which will promote self-sustaining 
economic growth. Success demands careful planning and the construction, 
where necessary, of new locational advantages. 


ESSENTIALS OF A SOUND PROGRAM 


Every program for assistance in the revival and reconstruction of depressed 
areas must include the following 13 essentials. These are fully incorporated 
in the area development bill. We shall enumerate these factors commenting 
briefly on those worthy of special comment. 

1. A Federal independent agency for administration of the program, aided by 
a citizens’ advisory committee—We are opposed to assigning this work to the 
Department of Commerce. This is an important, novel adventure which re- 
quires independent status, particularly during its early years. It must have an 
outstanding administrator, who will report to the President and the Congress 
and who will feel personally responsible for the success of the undertaking. 
He must have the independence necessary to cope with such an uncharted 
course. The Department of Commerce has been helping communities of all types 
to find new industries; the problem here, however, is help for the distressed 
areas. The orientation is completely different. 

The job involves correlating various Government resources including the 
Departments of Labor, Agriculture, Interior, and the independent agencies. 

We believe that the compromise proposal of placing this agency under Housing 
and Home Financing Agency is satisfactory. 

The citizens’ committee is important in providing guidance and keeping the 
administrator in contact with the public’s views of the course of developments. 
This advisory committee will include representatives of labor. 

2. Careful but flexible guides for the definition of depressed areas.—The area 
development bill properly specifies guides, but permits the administrator the 
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flexibility necessary to designate other areas with “substantial and persistent 
unemployment for an extended period of time.” Such an alternative is essential 
to overcome the gaps in information and to move into such obviously difficult 
situations as are now developing in some textile communities in Maine and both 
North and South Carolina, Detroit, and other middle-western communities. 
Experience will indicate that certain areas qualify, even before the statistics will 
precisely classify them as distressed areas. The administrator should be em- 
powered to designate such areas for assistance. The Secretary of Labor should 
be a source of information, but not the agency for certification of distress. Gaps 
in current data will be immediately closed. 

The bill provides for the designation of parts or combinations of counties and 
municipalities as redevelopment areas. This is essential to realize the full 
objectives of the act. 

3. Local participation must be available in administration of the program.—The 
original Douglas bill provided for the appointment of a representative committee 
of residents to act as a local development committee and prepare plans for 
economic development. Provision for regional committees were also made. 
Members of existing local committees may be included in such groups. The 
present compromise bill does not allow for such appointment where a State or 
other agency exists. Otherwise it depends on local agencies and plans approved 
by these bodies. The committees will be assisted in their work by an appropria- 
tion of $4.5 million, primarily for technical and professional aid. 

4. State bodies should not be permitted to veto local development.—One major 
conclusion highlighted by recent experience is the lack of interest that exists in 
some State bodies in industrial development. They have actually resisted such 
programs in a number of States. The development commissions often are noth- 
ing but advertising bureaus for the vacation resources of the State. To allow 
such bodies a veto over these programs would be fatal to the entire plan. 

>. There must be constructive industrial planning to rehabilitate declining 
industries.—Section 4 (c) of the Douglas-Payne bill provides for industry con- 
ferences to consider plans and programs for rehabilitating industries which 
constitute the source of high unemployment levels in distressed areas. This 
truly constructive provision fills an administrative gap in American economic 
planning. No governmental agency has or recognizes this responsibility. The 
Department of Commerce has made a deliberate rejection of such an obligation 
We consider this section of critical importance. 

6. Technical assistance should be available to committees in distressed areas 
The basic preliminary to redevelopment is the study of the community and the 
determination of required procedures and methods for reconstruction. The 
assessment of existing locational advantages must be accompanied by analysis of 
local resources and of possibilities for creating new locational advantages. 

The bill provides for these important functions. The administrator would be 
permitted to secure the maximum possible information from Government sources 
and also to obtain needed services through contractual arrangements with indi 
viduals or institutions. The bill authorizes $4.5 million for these purposes. The 
ability to use nongovernmental resources is important, particularly as the 
technical needs of communities vary with the nature of their problems. 

7. Loans and grants for public facilities are essential——The key to economic 
redevelopment in many places is the construction or organization of new public 
facilities. In one area, pollutd water might have to be corrected, in another, 
better roads constructed, and in a third, the need might be for new schools and 
public recreational facilities. We have learned in our foreign aid program that 
the prerequisites to private investmnt often are extended programs of public 
investment. Distressed communities may hav lagged behind in programing 
publie facilities and must be aidd, by grants and loans, in their development. 

In the case of grants, the Administrator may conduct his own studies on the 
need for public facilities and receive proposals from local areas. While he will 
obviously rely upon local agencies and work closely with them, his responsibility 
is to aid the development and stimulation of local economic activity. Program- 
ing such developments will be his responsibility. This is not a transfer of 
initiative to the Federal Government, but rather an affirmation of responsibility 
and a determination to overcome local indifference, sluggishness, and opposition 
to economic growth. The national well-being is at stake. There must be such 
intervention when a local area (or more likely, its leader) is unwilling to act 
in its own behalf, and is indifferent to programs which will provide immediate 
employment in the area, stimulate economie activity and maintain the work 
capacity of the unemployed. When such programs are concluded, it is expected 
that private industry will find new locational advantages in the area for the 
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development of its own enterprises. This is what occurred in the TVA area, 
together with water-powered canal developments and new arterial highways. 
It can be expected to occur in the depressed areas as well, after new facilities 
are built. The Douglas-Payne bill assigns $75 millions to this function. 

8. Loan funds should be available for commercial, industrial, and rural con- 
struction of facilities —Provision for loans for new commercial and industrial 
structures is made in all bills. But the limitations in the administration bill 
make it inadequate for the purpose. We have emphasized the fact that the 
absence of local resources in depressed communities must be considered with 
the need for loans. This consideration is overlooked in the administration bill 
by its high participation requirements. 

Furthermore, building construction is often not enough for starting the enter- 
prise so that provision for loans for machinery and equipment is essential. The 
administration bill provides little that is not already available in many States. 
It does not meet the real requirements of new industry. 

9. Plant and industrial construction must promote new industry and not the 
migration of industry from other sites —The provision in section 7 (a) (4) of 
the Douglas-Payne bill expresses the important intent of encouragement of new 
industries in depressed areas rather than migration. The administration bill’s 
emphasis on loans to finance building construction solely is a continuation of 
the current orientation: the attraction of tenants to a new site, irrespective 
of whether they represent new industry or a runaway from another State. 
The restriction in the Douglas-Payne bill is a necessary one to allay the fears 
of those States which have suffered from migration. It does not injure less 
developed States because they need sound industry, not runaway plants. 

10. The program should end when the community has been successfully started 
on a road of self-sustaining economic growth.—The Douglas-Payne bill properly 
declares that Federal aid and assistance will stop, without terminating previous 
commitments, in those communities where the help has been successful and a 
program of economic growth is underway. 

11. An urban renewal program for industrial properties is an essential part 
of a comprehensive program for stimulation of industrial redevelopment.—Both 
the administration and Douglas-Payne bills provide for aid to certified labor 
surplus or redevelopment areas, without regard to requirements of existing law 
that redevolpment and renewal aid be given predominantly for residential use. 
Both bills have provision for urban planning grants. 

12. Retraining facilities and subsistence grants in retraining period should be 
available to the areas’ unemployed workers.—Although both bills make pro- 
vision for retraining facilities, the Douglas-Payne bill provides for a more ade- 
quate program than does the administration bill. We also endorse the provision 
for the payment of retraining benefits, up to 13 weeks, to unemployed people 
who are not eligible for unemployment compensation and are undergoing train- 
ing for new jobs. 

13. Preferential procurement procedures for distressed areas.—We would 
have preferred the provisions of the original Douglas bill for the allocation 
of Government contracts to distressed areas. 


CONCLUSION 


The Douglas-Payne bill is the appropriate approach to the problems of re 
development of our distressed communities. The administration bill is limited 
in purpose and attempts merely to extend, on a national scale, the types of 
assistance which have been undertaken by individual States and communities. 
The problem, however, is extending the kind of assistance which local areas 
have either not been able to obtain or have not sought in the past. 

The funds made available for local committee expenses and for furnishing 
technical assistance are essential prerequisites to sound activities. These pro 
visions are an affirmation of the determination to stimulate, supplement, and 
reinforce, rather than supplant, local activities. The bill properly conceives 
of the importance of local redesign needs in areas which do not now possess 
locational advantages of industry. Public facilities are to be financed by grants 
and loans. New industries are to be attracted through loans for plant, machin- 
ery, and equipment. The restrictive provisions of the administration bill would 
certainly reduce the possibilities for constructive work. 

Immediate action is urgently needed. Automation, technological change, new 
consumer demands, and locational shifts and the recession are creating new 
distressed areas. The very confidence in our economy and the ability to finance 
our national and international obligations depend upon our ability to maintain 
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a full employment economy with assurance of jobs for all. The realization of 
the purposes of the Employment Act of 1946 demands their implementation by 
the passage of the bill. 

The thousands of textile workers stranded by closing of hundreds of mills, 
look to this legislation to help them solve the problems and challenges which 
confront them. The political commitments of the leaders of both parties de- 
mand redeeming through wholehearted, thoroughgoing support of this legis- 
lation. 


(Tables submitted with Mr. Barkin’s statement follow :) 


TABLE I.—Labor market areas which would have qualified for Federal assistance 
if Douglas-Payne bill had been in existence since July 1953 


. Areas suffering from continuous distress__..............--.....-..-.. 64 
II. Areas which experienced partial revival but chronically distressed as 
C6 DR a ibctnitccicdiesubimaaeeccneta die di balien eee ak: » Ge 


A. Met Douglas-Payne bill requirements during prior period of 
Re GO oc a hii enna aie Se ceed eae eee 4 
B. Did not meet Douglas-Payne bill requirements during prior 
REIT STATI ican nistcinss ver cs sss nce deacinonanccnand etiam 
Ill. Areas formerly distressed but no longer eligible for Douglas-Payne bill 


os 
. 


NO as nak ates cheno ia sien a ea seni de 
A. Again classified as labor surplus in January 1938 or later__._._.. 19 
B. Not classified as labor surplus as of March 1958________-___---- 22 

SP A ans crc alps develo rhea ca cata ichieg Rania ee ae 


TABLE I-A.—Labor market areas eligible for aid under Douglas-Payne bill as of 
Varch 1958 and suffering from continuous distress from date first classified as 
labor-surplus, January 1952—March 1958 


Number of 
Labor market area months classi-| Date 1st classified 
fied as labor as labor surplus 
surplus 


Alabama: Smaller: Jasper 66 | November 1952. 
Connecticut: Smaller: Danielson 38 | March 1955. 
Illinois: Smaller: 
Canton : ; 20 | September 1956, 
Harrisburg - - 40 | January 1955. 
Herrin-Murphysboro-West Frankfurt 76 | January 1952, 
Litchfield _ _. 50 | March 1954, 
Mount Carmel-Olney 39 | February 1955. 
Mount Vernon 19 | April 1954. 
Indiana Major Terre Haut 76 | January 1952. 
Smaller 
Richmond 18 | November 1956. 
Vincennes 76 | January 1952. 
Michigan City-La Porte 50 | March 1954, 
IK.ansas: Smaller 
Coffey ville-Independence-Parsons 28 | January 1956. 
Pittsburg 50 | March 1954. 
Kentucky: Smaller 
Corbin. 58 | July 1953. 
Frankfort 49 | April 1954. 
Hazard 58 | July 1953 
Madisonville 56 | September 1953. 
Middlesboro-Harlan 58 | July 1953. 
Morehead-Grayson_- 45 | August 1954. 
Owensboro. 19 April 1954, 
Pointsville-Prestonsburg 58 | July 1953. 
Pikesville. _. 58 Do. 
Maine: Smaller: Biddeford-Sanford 50 | March 1954 
Maryland: Smaller: Cumberland 76 | January 1952, 
Massachusetts: Major: 
Lawrence. : 76 Do. 
Lowell ; 76 Do. 
New Jersey 
Major: Atlantic City . ; 76 Do. 
Smaller: 
Bridgeton - . : 38 | March 1955 
Long Branch ‘ 39 | February 1955. 
North Carolina: 
Major 
Asheville ahah J 76 | January 1952. 


Durham Juan ae 72 | May 1952. 
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TasLe I-A.—Labor market areas eligible for aid under Douglas-Payne bill as of 
March 1958 and suffering from continuous distress from date first classified as 
labor-surplus, January 1952—March 1958—Continued 


Number of 


Labor market area months classi-| Date Ist classified 
fied as labor as labor surplus 
surplus 


North Carolina—Continued 


Smaller: 
Fayetteville.__......_- aie 39 | February 1955 
Kinston - -. cua o bia ° ‘ 47 | June 1954 
Mount Airy_-_-- : ’ 32 | SepteS ber 1955 
Rocky Mount 39 | February 1955 
Shelby-Kings Mountain.. 38 | March 1955. 
Oklahoma: Smaller: McAlester-- - 44 | August 1954 
Pennsylvania: 
Major: 
Altoona. ------ 76 | January 1952 
Johnstown - _.- ; ss 60 | May 1953 
Scranton site 76 | January 1952 
Wilkes-Barre-Hazelton - --- eaaees 76 Do 
Smaller: 
Berwick-Bloomsburg. ----- _ 49 | April 1954 
Clearfield-Du Bois - 66 | November 1952 
Lewistown _- a 38 | March 1955 
Lock Haven... ; 47 | June 1954. 
Pottsville__. 76 | January 1952 
Sunbury-Shamokin-Mount Carme).. 66 | November 1952 
Uniontown-Connellsville - - ; 76 | January 1952 
Puerto Rico: Major: 
Mayaguez. 66 | November 1952 
Ponce _ - 66 Do 
San Juan 66 Do 
Rhode Island: Major: Providence. 76 | January 1952 
Tennessee: Smaller: LaFollette-Jellico-Tazewell 52 | January 1954 
Texas: Smaller: Texarkana_--. 52 Do. 
Virginia: Smaller 
Big Stone Gap-Appalachia - - - 56 | September 1953 
Radford-Pulaski 50 | March 1954 
West Virginia: 
Major: Charleston -----.-_--- ee 50) Do 
Smaller: 
Beckley - - i ‘ 62 | March 1953 
Fairmont. fi6 | November 1952 
Logan 50 March 1954 
Point Pleasant-Gallipolis 66 | November 1952 
Ronceverte-W hite Sulphur Springs 66 Do 
Welch. ’ a 39 | February 1954 


TABLE I-B.—Labor market areas eligible for aid under Douglas-Payne bill as of 
March 1958 but not suffering from continuous distress from date first classified 
as labor-surplus, January 1952—March 1958 


Classified as labor surplus 
Labor market area : 
Cumulative 
number of Dates 
months 


Indiana: 


Major: Evansville 28 | May 1954 to March 1955; January 1956 to — 
Smaller: Muncie ! 50 | March 1952 to July 1952; May 1954 to September 
1955; March 1956 to —. 
Massachusetts: Major: Fall River !_- 50 | January 1952 to March 1953; May 1954 to Septem- 
| ber 1955; January 1957 to —. 
Michigan: | 
Major: | 
Detroit __ saliein 36 | January 1952 to July 1952; March 1954 to Novem- 
ber 1954; May 1956 to November 1956; July 
1957 to —. 
EE ccc caaiws ; 38 | January 1954 to March 1955; July 1956 to —. 
Smaller: 
Iron Mountain !__. 44 | November 1952 to July 1953; March 1954 to Sep- 
tember 1957; February 1958 to 
Monroe Slices 38 | March 1954 to March 1955; May 1956 to —. 
Port Huron 2 | March 1954 to May 1955; March 1956 to —. 
North Carolina: Smaller: Waynesville 54 | May 1953 to July 1953; March 1954 to 
Tennessee: Major: Knoxville !....-- 36 | May 1954 to September 1955; May 1956 to Novem- 
ber 1956; July 1957 to —. 
Wisconsin: Major: Kenosha------.----- 40 | September 1953 to November 1954; May 1956 
D—. 


1 Areas which would have been eligible for Douglas-Payne bill assistance during a period of labor surplus 
prior to current period. 
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TABLE I-C.—Labor market areas eligible for aid under Douglas-Payne bill during 
some time since July 1953 but not as of March 1958 


Labor market area 


| Cumulative 


months 


| number of 


Alabama: Smaller: 
Alexander City 
Anniston 


} 
| 
Florence-Sheffield ! 
| 


Gadsden ! 
Arkansas: Smaller: Fort Smith 
Georgia: Smaller: 
Cedartown-Rockmart | 
Cordele 
Kentucky: Smaller: Lexington 
Massachusetts: 
Major: New Bedford ! 


Smaller: 
Milford ! 


Southbridge-W ebster ! 


Minnesota: Major: Duluth-Superior ! 
Missouri: Smaller: Joplin ! 

New Jersey: Major: Paterson ! 

New Mexico: Major: Albuquerque 
Indiana: Major: South Bend ! | 


New York: 
Major: Utica-Rome 


Smaller: | 
Amsterdam ! | 
Gloversville | 
Hudson 

North Carolina: Major: Winston-Salem-|} 

Pennsylvania: | 

Major: 
Erie 
Philadelphia ! 
Pittsburgh |. 
Smaller 
Kittanning-Ford City 
Williamsport . 
New Castle 
Indiana 
Tennessee: 
Major: Chattanooga ! 
Smaller: 
Bristol-Johnson City-Kingsport 
Newport > ; 
Virginia: Smaller 
Covington-Clifton Forge 
Richlands- Bluefield 
Washington: Major: Tacoma 
West Virginia: 
Major: Huntington-Ashland !_ 
Smaller 
Bluefield '- 
Clarksburg 
Morgantown. . 
Parkersburg ! 


Wisconsin: Smaller: La Crosse ! 
Vermont: Smaller: Burlington '_- 


1 Area permanently reviewed, but classified as labor surplus in January 1958 or later. 


20 | 


27 


26 


20 


18 | 


19 
22 


28 | 


sé | 


36 | 


29 


28 


30 | 


20 
29 
22 
99 
22 


32 


36 


30 
36 
20 
30 


Classified as labor surplus 


Dates 


May 1954 to November 1955. 

April 1954 to May 1956; April 1958 to —. 

November 1954 to September 1956; March 1958 
to—. 

January 1954 to May 1955; March 1958 to 

July 1954 to November 1955. 


July 1953 to September 1955. 
April 1954 to September 1955. 
September 1955 to May 1957. 


May 1952 to January 1953; January 1954 to Sep- 
tember 1955; January 1958 to 


November 1952 to January 1953; April 1954 to 
November 1955; January 1958 to —. 

January 1954 to November 1955; January 1958 
to —. 

March 1954 to May 1956; March 1958 to —. 

May 1954 to September 1955; February 1958 to —. 

March 1954 to July 1955; January 1958 to —. 

September 1953 to May 1955. 

March 1954 to November 1955; May 1956 to Sep- 
tember 1956; January 1958 to 


March 1952 to March 1953; May 1954 to Septem- 
ber 1955; January 1958 to 


June 1954 to September 1956; March 1958 to 
November 1952 to September 1955. 
February 1954 to September 1955. 
November 1952 to March 1955. 


| May 1954 to May 1956; July 1957 to —. 


May 1954 to September 1955; January 1958 to 
Do. 


March 1954 to September 1956. 

March 1954 to September 1955. 
Do. 

January 1954 to July 1956. 


| March 1954 to September 1955; March 1958 to 


May 1954 to March 1957. 


| September 1953 to July 1955. 


January 1954 to May 1956. 
June 1954 to May 1957. 
November 1952 to March 1956. 


March 1954 to July 1955; January 1958 to —. 


March 1954 to May 1956; February 1958 to —. 
March 1954 to November 1955. 


| March 1953 to November 1955. 


November 1952 to November 1955; February 
1958 to —. ; 
February 1954 to July 1955; February 1958 to —. 


| August 1954 to May 1956; January 1958 to —. 
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TABLE II.—Labor market areas classified as substantial labor surplus for 6 
months or more since January 1952, by cumulative number of months classified, 
as of March 1958 


6 but 12 but | 18 but | 24 but | 30 but 


less less less less less 36 or 
Type Total) than than than than than more 
12 18 24 30 36 months 


months) months! months! months! months 


Major areas } 
Classified as surplus some time since Janu- | 
ary 1952, but not as of March 1958 12 6 2 2 0 1 1 
Classified as surplus as of March 1958 ‘ 47 i $ 12 l 2 23 
Total > 59 11 6 14 I 3 24 
Smaller areas 
Classified as surplus some time since Janu 
ary 1952, but not as of March 1958 : 35 10 9 9 3 2 2 
Classified as surplus as of March 1958 ‘ 97 4 , s 10 5 56 
Total 132 ly Is 17 13 7 58 
All areas 
Classified as surplus some time since Janu- 
ary 1952, but not as of March 1958 47 lf l 11 3 3 
Classified as surplus as of March 1958 144 { 13 20 11 7 ) 
Total... 191 4 24 $1 14 10 82 
Defined by Bureau of Employment Security as a city or cities with a 1950 population of 50,000 or more 
and the surrounding territory within a reasonable commuting distances 
2? Defined as an area with a labor force of at least 15,000 and nonagricultural employment of at least 8,000 


and not primarily a trade or service center 


TABLE III.—Distribution of low-income counties having a labor force of less than 
15,000 civilians in 1950, by State and percent unemployed * 


Under 2 1 { » | ot » | Sper 
Ss l per ) 29 } 1¥ } 6.4 ) cent or) T 
cer I | | pe pe per per- |higher 
at ct { cent at nt Cell ct t 

rotal States 47 206 2 133 82 $f 14 1! 27 761 
Alabama 2 19 12 Ss l l | 44 
Arizona ] 1 
Arkansas 2 7 } 21 14 3 2 1 1 60 
Colorado . l l 
Florida 2 s l 7 2 1 31 
Georgia 12 $ 35 18 + 3 l l 119 
Illinois l 2 } 
Indiana ” l 2 
lowa ‘ l l 
Kansas 2 l 3 
Kentucky j 5 16 17 10 4 3 1 ] 57 
Louisiana l ; 12 4 11 2 2 35 
Maine. ... l l 
Maryland 2 l 3 
Michigan l 4 5 
Minnesota 1 l 
Mississippi 5 26 21 s 4 2 1 1 68 
Missouri ‘ 2 25 18 j 2 l 1 4 58 
Nevada l l 
New Mexico. 2 2 2 1 3 10 
North Carolina 3 12 l { 4 2 ] 37 
Ohio l 2 3 
Oklahoma 8 7 6 2 »#} 
Pennsylvania ‘ 3 3 
South Carolina : l 6 6 3 1 17 
South Dakota l 2 l 4 
‘Tennessee $ 13 19 14 6 3 1 65 
Texas ‘ ‘ 2 14 15 6 7 3 2 7 56 
Virginia 3 1! ll 5 3 l ] ‘. 35 
West Virginia : 1 l } 4 ] ll 


Counties not designated as a labor market area by Bureau of Employment Security and fulfilling one 
of following criteria 
1. Median income for families and unrelated individuals in 1949 was less than (a) $1,750 in the urban 
population or (6) $1,500 in the rural-nonfarm population or (c) $1,250 in the rural-farm population; or 
2. Total median county income for families and unrelated individuals in 1949 was less than $1,600 if county 
had both urban and rural population or less than $1,400 if county was entirely rural 


Source: U. 8, Bureau of the Census 
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STATEMENT OF SOLOMON BARKIN ON MINORITY VIEWS EXPRESSED ON SS. 3683 AREA 
REDEVELOPMENT ACT 


The basic premises presented by the minority views attached to the Senate 
Banking and Currency report on Area Redevelopment Act (Rept. 1494) are 
completely contrived. They seek the outright defeat for the measure because 
they argue that it singles out help for one group of unemployed and it is not an 
“antirecession measure.” 

To claim that it is discriminatory is to build on a relatively artificial distine- 
tion. Discrimination exists when members of the same class get different treat- 
ment. But communities suffering from chronic unemployment are not in the 
same group and beset by the same problems as those affected by general unem- 
ployment. The distressed areas are those in which there is structural unemploy- 
ment. Unemployment in the remaining communities result from the general 
business letdown. The treatment required by these two types of communities 
must be different because the economic maladies stem from diverse sources, 

If any charge of discrimination should be levied, it is against the opponents of 
the Area Redevelopment Act. They apparently favor legislation which will 
relieve only the general level of unemployment. Unfortunately, we have learned 
to our sorrow that these measures will not bring relief to the distressed com- 
munities. General monetary and fiscal measures will help the structurally sound 
community with a cluster of functioning industries. But they will not help or 
assist the communities which have lost their factories and in which empty mill 
structures exist. A business upturn, a rise in industrial activity, and increase in 
national income and a lift in national product are most essential. But they will 
stimulate employment primarily in the communities which have industry. They 
will not affect the chronically distressed community or the rural underdeveloped 
area. They must be helped by the series of measures provided in this act. To 
fail to adopt a program which will energize economie activity in these areas and 
to neglect their needs is to discriminate against them. 

We have unfortunately learned that even when the country enjoys the highest 
levels of prosperity, distressed communities continue to exist. Even in Novem- 
ber 1956 when our economy was working at its peak and the clouds of the reces- 
sion were not at all perceptible, there were then at least 19 chronically distressed 
communities, which would have been eligible for the assistance provided under 
the Area Redevelopment Act. There must be a program which fits these areas 
which is distinct and different from general plans for economic recovery. Cer- 
tainly, the general economic measures may help some individual distressed areas 
but experience teaches us that they will not relieve much of the distress in the 
bulk of these communities. 

It is argued that the proposed program is not an antirecession measure. The 
chairman of the Senate Banking and Currency Committee is sponsor to the com- 
munity facilities bill. He has pushed it because he felt that it could be helpful 
in the present emergency. And yet truly speaking the same difficulties which he 
claims will be encountered in the administration of the present proposal will be 
faced by the agency implementing the Community Facilities Act. Both require 
planning and legislative action at the local level plus submission of projects for 
approval and finally authorization of Federal aid. 

oth are parts of the antirecession program but in different ways. One re- 
leases funds at lower interest rates and therefore stimulates projects necessary 
for the expansion of needed publie facilities. The present bill makes funds avail- 
able for the rebuilding of communities. Both measures were considered before 
the present recession. The community facilities section was actually operating 
in the HHFA in a more modest form before the present economic setback. The 
present measure primarily seeks to expand these activities. The proposed area 
development act was proposed in several previous sessions of Congress just 
because we were faced with the problem of chronic unemployment in the dis- 
tressed areas even at the time of widespread national prosperity. Both are 
measures which seek long term cures for our economic difficulties. 

Both measures have a distinct relevance to our present recession. One of 
the basic characteristics of our economic difficulties is that there has been a 
decided decline in private investment and purchases of capital equipment. 
There is every likelihood that this decline will continue into the latter part of 
1959. If we are to offset this continuing drop and help maintain our economy, 
an effective antirecession program must also develop measures to build up 
demand for capital goods and investment. Both of these measures seek these 


goals. 
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The minority views argues that the proposed measure places the Federal 
Government “in the highly undesirable position of helping certain communities 
to attract new industry in competition with other communities which receive no 
Federal aid.” But basic economic inequalities already exist in the United 
States. What this measure aims at is the correction of these prevailing inequi- 
ties because the country as a whole is suffering from the continued existence 
of chronic unemployment and underemployment in particular areas. The peo- 
ple who live in these hard hit places remain an economic burden upon the 
remainder of the country. They are not as productive; they are not as healthy 
and therefore cannot be recruited in as high a rate as other peoples for our 
national defense: as a group they are not as well trained and educated; they 
are not as able to support themselves as other areas. It is our purpose that 
these areas be helped to help themselves. In the present state of chronic unem- 
ployment or underemployment we cannot expect these groups to achieve much 
from their own efforts. 

It is utterly incorrect—and indeed a little shocking—to assume that help to 
a distressed area will merely put in motion a species of competition with other 
areas whose economy is basically more healthy. 

Economists have discarded the classic theory that we necessarily have only 
a limited number of jobs and that employment for all is not possible. Classical 
economists thought of a “wage fund” and thereby discouraged workers from 
seeking wage increases. Now the Senators who wrote the “minority views” 
have contrived a “job fund” and are ignoring the fact that there is no ceiling 
on the number of jobs which we can have in this country other than the number 
of people who want to be employed. The economic advance in one area helps to 
stimulate economic activity in another. The growth of the TVA has brought 
about the increase in the demand for both heavy electrical machinery and 
appliances made in other areas. The construction of new factories in Arkansas 
has not meant the loss of plants in other areas. 

America grows: Congress must help all sections and all regions to share 
in this growth. The older industrial regions and the under-developed areas 
must be enabled to share this forward-going growth. To the extent that they 
are unable to do this through their own efforts—and persistent chronic unem- 
ployment plus low living standards are the best measure of this permanency of 
distress—the Federal Government has the obligation to act so as to enable all 
communities to enjoy equal opportunities. 

Most chronic unemployment is not due to the migration of certain industries 
but rather to the shrinkage of industries. Certainly migration cannot be 
charged to the mining industry. Even in the textile industry, the facts are 
quite clear. There has been a drop in employment in all regions. What has 
occurred is that the amount of shrinkage has been greater in one area than 
in another. From February 1951 to March 1958, there has been a drop in 
textile employment of 429,000 from 1,365,000 to 936,000 or 31.4 percent. The 
drop in New England was 156,000: in the Middle Atlantic States, 126,000; in 
the South, 93,000; in the Middle West, 13,000 and in the Far West, 3,000, and 
32,000 in the remaining areas. The same is true of the railroad, agricultural 
machinery, military articles, refrigerators, and household appliances industries. 

Clearly most of the distressed rural communities suffer not from the shift of 
agricultural production to other areas but from the difficulties which have con- 
sistently burdened the areas or the shrinkage in the demand for the products in 
which these communities specialized. 

The complaint that the arbitrary limit on counties will interfere with the 
effective operation of the program is really quite unworthy. First, the program 
ean be designed so that the redevelopment economic areas will fit into these 
limitations. Second, the program can be adjusted on the basis of experience to 
fit the practical needs. 

The program seeks the participation of all of the existing agencies in the 
field. It believes that the proposed redevelopment agency must be created to 
coordinate the opportunities for redevelopment by all available facilities and to 
assure the accessibility of the necessary resources for successful operation of this 
program. 

The Department of Commerce program for area redevelopment is basically 
concerned with providing information to help communities diversify. It has 
stimulated some planning but has not undertaken or provided financial assistance 
to communities needing large scale technical assistance. In a distressed area 
where such studies were made, the funds came from moneys that had been 
appropriated for flood-control purposes. 
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We are well aware of, and most certainly do not in any way disparage what is 
being done at State or local levels to grapple with the distressed or surplus labor 
area problem. Indeed we have pioneered in several key centers in initiating such 
local projects; we are in constant touch with what is being done. We have 
contributed money in many places to community efforts to rebuild or correct 
local difficulties. In my basic testimony and in the fact sheets for the various 
States we have outlined the efforts of the individual communities. But the 
evidence is quite convincing that these activities have not been sufficient to date 
to bring about the desired results. 

Development credit corporations have been established in seven States. Sev- 
eral additional States have passed laws authorizing such corporations. Other 
States are considering following suit. The New England group of States which 
adopted these programs, which constitute 5 of these 7, have to date made 230 
loans totaling $14 million with $8.7 million in loans outstanding at the end of 
1957. These corporations are not the answer to the problems of distressed 
areas. They primarily serve to help small business to get long-term capital which 
would not otherwise be available. Students of the problem of distressed com- 
munities recognize that they can make a contribution to the promotion of small 
business but are no fundamental solution to the needs of the chronic unemploy- 
ment of urban distress or rural underemployment. 


Area Employment Expansion Committee, 99 University Place, New York 3, N. Y.] 
AREA REDEVELOPMENT Fact SHEET No. 1—PENNSYLVANIA 


The State of Pennsylvania has suffered from a higher unemployment rate than 
the average for the Nation for many years. This has been due to the existence 
in this State of several areas with serious chronic unemployment problems dating 
back to the depression days of the thirties and continuing ever since. Despite ex- 
tensive and sustained efforts on the part of the affected communities to improve 
their lot and the assistance rendered to these communities by the State govern- 
ment, high rates of unemployment have persisted. 

The consequences of inadequate employment opportunities have been lower in- 
come, reduced living standards, insecurity, and ill health. The residents of the 
depressed areas have absorbed a disproportionate share of the State’s unemploy- 
ment compensation and public assistance payments. 

The persistence of depressed conditions in these areas has often tended to sap 
the vitality of many communities, retarding local efforts to rehabilitate their in- 
dustry. 

Neither local nor State efforts are adequate to revitalize the economies of areas 
hit by the concurrent collapse of the mining and textile industry and the shrink- 
age of employment in railroading as well as in other local industries. Being one- 
industry towns, economic revival is dependent upon creating a new base and 
nuclei for growth and expansion in employment. 

Our Nation will be less subject to the extremes of business cycles if we revital- 
ized distressed areas as they appear. 

Federal assistance is necessary to help put these communities back on their 
feet. Given appropriate guidance and financing, State and local redevelopment 
groups can be expected to create new opportunities for the revitalization of their 
areas, 

I. STATE HAS 12 INDUSTRIAL AREAS OF SUBSTANTIAL LABOR SURPLUS 


In November 1957, there were 12 Pennsylvania labor market areas with a sub- 
stantial labor surplus, according to the official area classifications of the United 
States Department of Labor. Eleven of these have continuously suffered un- 
employment rates of 6 percent or more of the labor force for more than 2 years. 
Consequently, they would qualify as industrial redevelopment areas under the 
Douglas bill (S. 964). One, Erie, has had an unemployment rate of 6 percent or 
more in half of the months reported in the past 2 years, including the last months 
reported (July, September, and November 1957 and January 1958). 


A. Persistence of distress 


Five of the State’s areas of substantial labor surplus are major metropolitan 
centers; the remaining seven are smaller areas (table 1). Of the major areas, 3 
have been continuously classified as surplus areas since 1951, when the present 
system of classification was instituted. One major area has been so classified 
since 1953 and the remaining major area (Erie) has fluctuated between a slight 
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and a substantial excess of labor since 1956; in 1955 and from May to the end of 
1954 this area had suffered a substantial labor surplus. 

The inception of the surplus-labor classification for the 7 smaller areas dates 
back to 1951 in 2 cases, to 1952 in 2, to 1954 in 2 and to 1955 in 1. 

B. Unemployment in surplus areas is higher than in remainder of the State 

The degree of distress from unemployment has been markedly higher in the 11 
areas with a chronic labor surplus than in the rest of the State. In each of the 
past 5 years, the ratio of unemployment to total civilian labor force has been 
between 2 and 3 times as great in the 11 chronic surplus areas as in the re- 
mainder of the State (table 2). 

In 1953, the average unemployment rate in the 11 chronic surplus areas was 9 
percent compared to 3 percent in the remainder of the State. Rates in par- 
ticular surplus areas ran as high as 12 percent (Uniontown-Connellsville) and 
14 percent (Pottsville). 

In 1954, the chronic-surplus areas averaged 14 percent unemployment com 
pared to 7 percent in the rest of the State, with individual high rates prevailing 
in Johnstown (20 percent) and Uniontown-Connellsville (23 percent). 

In 1955, the contrast in unemployment rates was between 14 percent in the 
surplus areas and 6 percent in the remainder of the State. The Uniontown-Con 
nellsville area continued to have the highest individual rate (21 percent). 

In 1956, unemployment in the rest of the State dropped to 4 percent while the 
chronie surplus areas averaged 11 percent. The Pottsville area had the worst 
individual record, with a rate of unemployment of 18 percent. 

The disparity continued in 1957, with the average for the first 7 months in the 
chronic surplus areas being 11 percent compared to 5 percent in the remainder 
of the State. Pottsville again had the individual high (15 percent). Eight of 
the 11 surplus areas had unemployment rates of 8 percent or more. 

Three of the 4 major chronic-surplus areas had average unemployment rates 
of 8 percent or more in each of the past 4 years and 5 of the 7 smaller areas also 
suffered from this high degree of unemployment throughout the past 4 years. 


C. Disproportionate share of unemployment compensation and public Assistance 
paid in surplus labor areas 

While the labor force in the 11 chronic surplus areas comprises only one- 
seventh of the State’s total, the residents of these areas account for much larger 
proportions of the State’s unemployment-compensation and public-assistance 
payments: 

The average weekly number of continued unemployment compensation claims 
in the 11 surplus areas accounted for between 28 and 388 percent of the State 
total in the 1953-56 period (table 3). 

Unemployment-compensation benefits paid in the 11 surplus areas amounted 
to 27 to 37 percent of the total in this period (table 4). 

Public-assistance payments in the 11 surplus areas comprised 25 to 28 percent 
of the total (table 4). 

Total payments under unemployment compensation and public-assistance pro- 
grams in the 11 surplus areas accounted for 26 to 32 percent of the total (table 
4). 

Claimants who exhausted their unemployment-compensation benefits in the 11 
surplus areas comprised 27 to 35 percent of the total (table 5). 

Recipients of public assistance in the 11 surplus areas accounted for 27 to 29 
percent of the total (table 6). 

The disparity between public-assistance rates in certain of the distressed areas 
and the State as a whole is particularly marked. The proportion of the State’s 
population receiving public assistance was 1.9 percent in 1953 and ranged from 
2.2 to 2.4 percent during the 3 subsequent years. In the Uniontown-Connellsville 
area, the proportion varied from 4.2 percent in 1953 to 6.7 percent in 1955. Other 
areas in which the public-assistance rate hit a level twice as great as for the 
State as a whole during this period are the following: 

Johnstown (with a high of 4.4 percent in 1955). 
Clearfield-DuBois (5.6 percent in 1955). 
Lewistown (4.4 percent in 1955). 


II. BASIC CAUSES OF CHRONIC UNEMPLOYMENT PROBLEMS 


The principal reason for Pennsylvania’s unemployment problem is the exist- 
ence in the State of concentrations of basic national industries which have been 
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suffering severe and sustained long-term declines in production and employ- 
ment. These declines have resulted from broad economic and technilogical de- 
velopments which have affected entire industries. 


A. Contraction of basic industries 


The drop in employment in the anthracite and bituminous coal-mining indus- 
tries, which started nearly 30 years ago, constitutes by far the most important 
factor in the development of chronically depressed areas in Pennsylvania. The 
anthracite coal region in northeastern Pennsylvania has been the victim of a 
shift in consumer preference of household heating fuel to oil and gas. In addi- 
tion, joblessness has spread as a result of the depletion of coal deposits in many 
mines and the reduction of manpower required in mining coal through techno- 
logical improvements. 

The bituminous coal fields of midwestern and southwestern Pennsylvania have 
experienced a similar decline for much the same reasons. Competition from 
low-grade fuel oil for industrial and transportation use has been largely re- 
sponsible for the reduction in demand for soft coal. In addition, the beehive 
coke industry, companion to the soft-coal industry of southwestern Pennsylvania 
has been gradually supplanted through the more economical production of by- 
product coke. 

Employment in the State’s coal mines, which was 360,000 in the 1920’s, had 
been reduced by half in 1947, when 185,700 were employed. Another reduction 
of more than half took place between 1947 and 1956, when 76,700 workers were 
employed, 109,000 fewer than in 1947 (table 7). 

Substantial declines in employment also occurred in the State’s textile in- 
dustry (from 150,100 in 1947 to 98,800 in 1956, a reduction of 51,300) and in 
railroad transportation (from 152,800 to 109,200, a decline of 43,600). Other 
industries which have contributed to the difficulties of various areas in the State 
include transportation equipment, apparel and metal manufacturing. 


B. Considerable dependence of Pennsylvania counties on 1 or 2 employers makes 
them economically vulnerable 

Many of the communities in Pennsylvania are particularly vulnerable to eco- 
nomic reverses since they are dependent upon the economic destiny of 1 or 2 
employers. Should technology, consumer demand or location advantages for 
the special products of these 1 or 2 large plants change as they might well with 
the shift to lighter metals, the economies of these areas would be endangered. 

In all, 23 of the State’s 67 counties, the 2 largest companies accounted for 50 
percent or more of the manufacturing shipments in 1954. Of the 9 counties with 
less than 1,000 manufacturing employees, 6 were ones in which the largest 2 
companies shipped 50 percent or more of the total value of shipments. The 
State’s counties were distributed as follows: 


Number of manufacturing employees 


Percent of county’s value of shipments accounted for of 2 | 


largest companies Less than 1,000 to | 10,000 or Total 
1,000 9,999 | more 
ee | } —— - -_ \——___— 
Less than 50 percent ; 3 | 20 | 21 44 
50 to 74 percent J : | 3 10 | 5 18 
75 percent or more. 3 1 1 5 
Total. ... ‘ ‘ 9 31 | 27 67 


Source: U. 8. Bureau of the Census. 


The State and the Federal Government must be prepared both to help rede- 
velop these areas or to help if economic reverses close these plants. 
C. Impact on individual industrial areas 

1. Major areas 

Altoona.—The shift from steam to diesel and electric locomotive power has 
been largely responsible for the decline of this area, which had been predomi- 
nantly engaged in production and repair of steam locomotives. 

Erie.—Cutbacks in machinery manufacture (electrical and nonelectrical) were 
responsible for classifying this highly industrialized area as one of substantial 
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labor surplus in 1954-55. The recurrence of this classification in the second 
half of 1957 was due to the same factors, plus reductions in primary metals and 
railroad equipment. 

Johnstown.—The drop in bituminous coal mining has more than offset rising 
employment in primary metals (basic steel) and apparel. 

Scranton.—Anthracite coal mining had dominated the area’s economy until the 
late 1920's. The working out of mines and the displacement of coal by oil and 
gas for heating have been largely responsible for the decline in this area. The 
local campaign to attract new industries has resulted in the establishment of a 
number of new plants. However, many of these are apparel and textile plants, 
employing mostly women, so they have not fully offset mining job losses. 

Wilkes-Barre-Hazelton.—The principal causes for the decline of this area are 
the same as in the Scranton area. 

2. Minor areas 

Berwick-Bloomsburg.—Decline in area’s dominant plant (railroad equipment 
manufacturer) and in textiles has caused distress in this area. 

Clearfield-DuBois.—Depletion of bituminous coal mines is largely responsible 
for depressed condition of this area. 

Lewistown.—Dependent upon 3 leading industries for 80 percent of its manu 
facturing employment (rayon yarn, iron and steel forgings, and apparel) this 
area has not expanded employment in line with growth in its labor force. The 
rayon yarn plant which accounted for one-third of the factory jobs has been 
contracting as a result of displacement of rayon by newer synthetic fibers. 

Lock Haven.—Dieselization of rail equipment has reduced need for person 
nel at local railroad repair shops. Closing of apparel plant and reduction in 
electrical equipment production have also contributed to area unemployment. 

Pottsville—Decline in anthracite coal mining has depressed this area. Al- 
most half of factory jobs are in apparel. 

Sunbury-Shamokin-Mount Carmel.—The closing of two large plants (electrical 
machinery and textiles) has added to the problems left by the decline in an- 
thracite coal mining. 

Uniontown-Connellsville-—Decline in bituminous coal mining and gradual 
supplanting of companion beehive coke industry by more economical byproduct 
coke have created heavy unemployment. 


D. Underemployment in low-income rural areas 


In rural or predominantly rural areas the rate of unemployment is inade 
quate as an index of economic conditions. Depressed conditions in agriculture 
do not usually result in high unemployment rates. Farm residents holding 
nonfarm jobs are not usually counted as unemployed if they lose such jobs as 
they generally engage in sufficient chores around the farm to be classified as 
employed. Furthermore, many persons in these areas who would be working 
or seeking work if jobs were available are not actively looking for work because 
they know it is not available and are consequently not counted as unemployed. 

The most significant measure of basic economic conditions in rural areas is 
income. Low incomes reflect underemployment, i. e., employment in jobs which 
occupy only a part of the workers’ available time or permit only partial utili- 
zation of their capacities. 

The Department of Agriculture has made a study of the counties in the 
United States which are not part of labor market areas as defined by the 
Bureau of Employment Security and which are suffering from low income in the 
sense that the average family income is clearly inadequate to provide a decent 
level of living. The tests for classification of rural counties as “low income” 
were that the median income for all families and unrelated individuals in 1949 
was less than $1,400, or the median income in the rural nonfarm population was 
less than $1,500 or the median income in the rural farm population was less 
than $1,250. 

Fulton county in Pennsylvania, an entirely rural area in 1950, was classified 
as “low income” under these tests since the median income in 1949 was $1,375 
and the median income in the rural-farm population was $1,100. This county is 
Pennsylvania’s underdeveloped community. 
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IiI. EFFORTS MADE TO REHABILITATE DEPRESSED AREAS 


A. State and local groups 


Eighty community nonprofit corporations in the 12 labor-surplus areas of the 
State are engaged in various developmental activities, including economic survey, 
industry-promotion campaigns, fund-raising and plant-building programs. Plans 
for the following have been approved : 

112 factory buildings built; 
$44 million spent for construction ; 
27,000 new jobs added. 

The funds used for constructing new buildings have come from banks (55 
percent) and local subscription (45 percent). In the Scranton area, site of the 
State’s most successful community program, $414 million has been raised by 
local subscription. 

The State government provides guidance and assistance to local groups and 
performs the following functions : 

1. Conducts economic and labor market surveys. 

2, Disseminates information regarding industrial assets. 

3. Seeks to steer new industries and contracts into depressed areas. 

4. Seeks to procure Government installations and defense facilities for these 
areas. 

5. Accelerates various programs to assist residents of depressed areas (e. g., 
roadbuilding, hospital construction, stream clearance, slum clearance and public 
housing, port improvement, flood control, water resources, conservation and de- 
velopment of timber and mineral resources). 

6. Industrial development authority makes loans for industrial plants to non- 
profit development agencies in areas with not less than 6 percent of the labor force 
unemployed for a period of not less than 3 years or 9 percent for not less than 
18 months. A revolving fund of $8 million has been set up for this purpose. 
Since the authority’s organization in August 1956, commitments have been made 
for 28 community building projects, with loans amounting to $4,162,279. The 
total cost of these projects will be approximately $10 million. They will provide 
6,062 new jobs. 

These loans are made on a long-term basis. They may run up to 30 percent of 
construction costs. The community corporation provides at least an additional 
20 percent, and the remainder usually is derived from first-mortgage loans from 
banks or insurance companies. The authority retains the status of a second 
mortgagor. The industrial tenant or purchaser must be a responsible firm and 
provide all the machinery and equipment. 


B. Federal programs 


The Federal Government has contributed to the reduction of unemployment 
in the 11 areas of chronic labor-surplus as follows: 

1. Military supply contracts between March 1952 and December 1956 totaled 
$230 million, of which $6.7 million were contracts placed as a result of preference 
for labor-surplus areas. 

2. Special accelerated tax amortization for new plants in labor-surplus areas 
has been granted in the amount of $20 million as of March 6, 1957; these plants 
have provided 1,710 new jobs. 

IV. CONCLUSION 


In spite of the efforts of State and local groups in Pennsylvania’s areas of 
chronic labor surplus, high rates of unemployment have persisted. In all but 
one of the areas for which information is available, nonagricultural employment 
was lower in the first half of 1957 than in 1953 (table 8). In the one area in 
which employment increased during this period (Erie), the gain was small (700 
workers) and it was wiped out by the decline in jobs in the second half of the 
year. 

The average number of unemployed in the 11 areas of chronie labor surplus in 
the 2 years ended July 1957 was 71,900. This amounted to 10.7 percent of the 
labor force. In order to reduce unemployment to 3 percent of the labor force 
in these areas, 51,656 additional jobs are needed. 

From the record of State and local activities to date, it is evident that the 
funds available from these sources are insufficient. Various aspects of the 
problem transcend State boundaries. They are sectional, and even national, in 
scope. Consequently, they are not susceptible to State and local remedies. 

Federal cooperation and support, such as is provided under the Douglas bill, 
are needed to supplement the efforts of the State and local communities. 
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TABLE I.—USsual labor-supply classification of areas of substantial labor surplus 


in Pennsylvania, 1953-57 


Year clas- 
Labor-market area } sified as 
surplus 2 


Major areas: 


Altoona ; 1951 
Johnstown 1953 
Scranton 1951 
Wilkes-Barre-Hazleton 1951 
Erie 1957 


Smaller areas 
Berwick-Bloomsburg 
Clearfield-Du Bois 
Lewistown 
Lock Haven 
Pottsville (Schuylkill County) 
Sunbury-Shamokin-Mount Carmel 
Uniontown-Connellsville j 1951 


v5 


RO 


! Major areas are classified as follows 


1 


C—Unemployment between 3 and 5.9 percent of total labor force 
D—Unemployment between 6 and 8.9 percent of total labor force 
E—Unemployment between 9 and 11.9 percent of total labor force 


F—Unemployment 12 percent or more. 


1954 | 1955 | 1956 | 1957 
| 
i F D | D-E 
t F D | D 
b F E-F | E 
I F F E 
C-D | D-E | c-D | C-D 
S S S S 
S s s ~ 
Ss Ss S S 
s Ss $s 8 
Ss S S S 
s S s 8 


Smaller areas are classified ‘‘S’”’ if unemployment is 6 percent or more 


NC—Not classified. 
2 Current classification system was instituted in 1951 


Source: U. 8. Department of Labor. 


TABLE II1.—Number unemployed and percent of civilian labor force unemployed 
in Pennsylwania, 1953-57, by substantial labor-surplus area 


Average number unemployed 


Labor-market area 





1953 1954 1955 1956 
State total___- 187, 900 |402, 200 |322, 500 |251, 000 
Major areas: 
Altoona 3, 150 8, 800 6, 100 4, 850 
Johnstown. _- . 8,000 | 17,100 | 13, 500 8, 650 
Scranton i 10,750 | 14,800 | 14,700 | 11,100 
Wilkes-Barre-Hazleton_._| 13,600 | 22,200 | 19,450 | 18,000 
Smaller areas: 
Berwick-Bloomsburg 700 1, 600 1, 750 
Clearfield-Du Bois 3, 450 5, 350 4.700 
Lewistown... be (2) 82,100 1, 700 
Lock Haven..._.-.--- 4750 2, 100 1, 500 
Pottsville (Schuylkill 
County) -- : 11, 200 | 15,650 | 14,150 | 15,050 
Sunbury-Shamokin- 
Mount Carmel .| 5,900 | 10,250 | 14,150 5, 300 
Uniontown-Connellsville 6,100 | 12,300 7, 450 7, 300 
11 surplus areas com- 
bined _.-----~--~---| 63, 600 |112, 250 | 95, 500 | 77,300 
Remainder of State___- 124, 300 |289, 950 (227,000 |173, 700 


i January-July. 
2 Not available. 
3 Jan. 15, 1954 

4 Mar. 15, 1953. 


Source: Pennsylvania Department of Labor and Industry 


1957 ! 
275, 700 


5, 400 
6, 500 
11, 000 
16, 300 


2, 000 
3, 100 
1, 500 
1, 000 


11, 700 
5, 300 


6, 500 


70, 400 
205, 300 


Average percent of civilian 
labor force unemployed 


1953 | 1954 1955 | 1956 | 1957! 


4 Q 7 5 4 
6 16 11 9 | 10 
8 20 13 9 | 7 
10 14 14 l il 
9 15 13 | 12 
3 8 8 | 9 10 
10 15 13 8 | y 
(4) 10 8 7 7 


5 14 10 6 | 


5 15 8 8 
2} 23| 2 16 14 
9| 14] 4] nl un 
3 j 6 | 5 
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TABLE III.—Average weekly number of continued unemployment-compensation 
claims, and claims volumes as a percentage of unemployment compensation 
covered labor force, in areas of substantial labor surplus in Pennsylvania, 
1953-56 * 


Continued unemployment-compensation claims 





j 
| AS a percentage of un- 
Labor-market area Average weekly number | employment compen- 
| sation covered labor 
force 
1953 1954 1955 1956 | 1953 | 1954 | 1955 | 1956 
State total 98, 527 |220, 243 |150, 230 | 138, 737 3.1} 7.0] 48 4.4 
Major areas | 
Altoona 1, 257 1,411 | 1,256] 48 8| 5.4 4.8 
Johnstown 3, 811 4,767 | 3,897] 5.8 6| 7.2) 5.9 
Seranton 5, 996 7, 882 6, 486 8.1 2.5 | 10.6 8.7 
Wilkes-Barre-Hazleton 11, 720 11, 511 10,607 | 11.6 | 16.4 | 11.4 10. 5 
Smaller areas | | 
Berwick-Bloomsbureg 616 1, 534 1,115 1, 42 40; 99) 7.2 10.6 
Clearfield-DuBois 1, 409 2,910 1, 810 1,264 | 6.7 | 13.8 8.6 6.0 
Lewistown 631 1, 410 929 860 46) 10.4 6.8 6.3 
Lock Haven 352 R79 704 423 3.8 9.5 | 7.6 4.6 
Pottsville (Schuylkill County 5, 631 | 10, 008 6, 067 5,016 | 10.5 | 18.7 | 11.3 9.4 
Sunbury-Shamokin-Mount Carmel 3, 360 6, 997 4, 662 3, 431 821/17.01 11.3 83 
Uniontown-Connellsville 2, 803 6, 646 3, 812 3, 426 9.1 | 21.5 | 12.3 11.1 
11 surplus areas combined 37, 586 | 68,116 | 44, 671 38, 308 8.3) 15.0 9.9 8.5 
Remainder of State 60,941 {152,127 |105, 560 |100,429| 23) 5.7] 3.9 3.7 
Percent of total in 11 surplus areas 38 31 30 28 


} Based on March 1955 unemployment compensation covered labor force 


Source: Pennsylvania Department of Labor and Industry. 


Tasty 1V.—Unemployment compensation benefits and public assistance payments 
in areas of substantial labor surplus in Pennsylvania, 1953-56 * 


{In thousands] 


otal 1953 1954 1955 1956 
State total - $190, 442 $356, 597 $285, 704 | $268, 851 
11 surplus areas. - . 60, 450 103, 310 80, 924 71, 246 
Remainder of State 129, 992 53, 288 204, 780 197, 605 
Percent of total in 11 surplus area 32 29 28 % 


UNEMPLOYMENT COMPENSATION ENEFIT 


State total $102, 350 $260, 771 





il surplus area ' 78, 271 51, 831 43, 500 
Remainder of Stat 64, 003 182, 508 128,471 | 116,676 
Percent of total in 11 surplus areas 37 30 29 27 
PUBLIC ASSISTANCE PAYMENTS 
State total $88, 092 $95, 824 $105,402 | $108, 675 
11 surplus areas 22, 103 25, 039 | 29, 093 27, 746 
Remainder of State 65, 989 70, 783 | 76. 309 80, 929 
Percent of total in 11 surplus areas 25 % 28 26 


1 The 11 surplus areas are listed in table I. 


Source: Pennsylvania Department of Labor and Industry and Department of Public Assistance. 


25491—58— 54 
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TasBLe V.—Number of claimants who e#hausted their unemployment compensa- 
tion benefits in areas of substantial labor surplus in Pennsylwania,’ 1953-56 


Labor market area 


State total 


Major areas 
Altoona 
Johnstown 
Scranton 
W ilkes-Barre-Hazleton 
Smaller areas: 
Berwick- Bloomsburg 
Clearfield-Du Bois 
Lewistown 
Lock Haven. .-_-- 
Pottsville (Schuylkill County) 
Sunbury-Shamokin-Mount Carmel. - shea 
Uniontown-Connellsville_ 


11 surplus areas combined 
Remainder of State 


Percent of total in 11 surplus areas 


1 Excludes exhaustions by claimants filing claims against Pennsylvania 


Source: Pennsylvania Department of Labor and Industry. 


TABLE VI.—Annual average number of recipients of public assistance and 


44, 


1953 


70, 052 


931 
, 251 
4,517 
5, 809 


403 
903 
491 
289 
2, 942 
, 877 
2, 894 


307 
45, 


35 


745 | 


1954 1955 1956 
202, 662 159, 339 83, 437 
2,716 1, 545 714 
10, 205 6, 080 2, 271 
7, 535 7,017 3, 728 
14, 395 11, 155 6, 091 
1, 354 796 1,142 
2, 586 1, 996 667 
1, 573 1, 069 470) 
969 G86 287 
7, 753 6, 829 2, 384 
5, 757 4, 889 1, 749 
&, 046 5, O11 2, 686 
62, 889 47, 373 22, 189 
139, 773 1T1, 966 61, 248 
31 3D 23 

but residing in other States 

their 


percentage of population in areas of substantial labor surplus in Pennsylvania, 


1953-56 


Number of recipients of public 


assistance 


Labor market area 
1953 1954 
State total........ see 211, 216 | 239, 511 |267, 
Major areas 
Altoona : 3,161 | 3,829 
Johnstown 8,219 | 11,471 
Scranton 9,462 | 9,905 
Wilkes-Barre-Hazileton 10,345 | 11,725 
Smaller areas: 
Berwick-Bloomsburg S89 927 
Clearfield-Du Bois_. 4, 343 5, 054 
Lewistown - - ihe 1, 817 2,315 
Lock Haven.. inicerdealie 822 1, 036 
Pottsville (Schuylkill County ‘ 5,348 | 6,198 
Sunbury-Shamokin-Mount Carmel 4, 658 5, 259 
Uniontown-Connellsville 8, 044 9, 852 
11 surplus areas combined 57,108 | 67, 571 


Remainder of State_- “ee 154, 108 |171, 940 


Percent of total in 11 surplus areas..- 27 28 


1955 


358 


818 


13, 298 | 


10, 383 
13, 194 


1, 048 
5, 531 
2, 618 
1, 238 
7, 133 
5, 812 


2, 596 


189, 689 


29 


Source: Pennsylvania Department of Labor and Industry and Department of Public 


, 669 


Percentage of populatior 


receiving public assist 
ance 
1956 1953 | 1954 | 195 1956 
147, 106 1.9 2.2 2.2 2.2 
3, 454 2.3 2.8 3..5 2. 5 
10, 163 2.7 3.8 4.4 4.4 
¥, 520 3.6 3.9 4.1 ar 
12, 268 2.7 3.1 3.5 3. 2 
1, 058 1.8 1.9 2. 1 2. i 
4, 249 4.3 5.1 5.6 3.9 
2,216} 3.1 3.9 4.4 3.7 
1, 031 2.2 2.8 3.4 2.8 
6, 218 2. 5 2.9 3.4 2.8 
5, 331 2.5 2.8 3.1 2.8 
11, 294 4.2 5.2 6.7 6.0 
66, 802 - 
108, 304 


> 


Assistance 
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” Taste VII.—Hmployment in selected Pennsylvania industries, 1947-56 
Textile Railroad 
Coal mining | manufactur- | transporta- 
ing | tion 
7 ae 7 
1947 185, 700 150, 100 | 152, 800 
1948 183, 700 156, 100 | 146, 300 
4 1949 174, 900 139, 100 | 128, 000 
I 1950 160, 200 144, 700 | 132, 400 
s 1951 157, 100 134, 200 142, 900 
] 1952 beatae uaiy 137, 600 123, 900 | 133, 000 
1953 ios sched ol 124,.300 119, 000 | 131, 200 
2 1954 : 91, 000 | 103, 900 | 107, 900 
di 1955 ‘ : | 82, 600 102, 500 | 116, 500 
0 1956. : , 76, 700 98, 800 | 109, 200 
y Net reduction, 1947-56_ - 109, 000 51, 300 43, 600 
‘4 | | 
19 antinan — — — - - — ——————— = a 
) Source: Pennsylvania Department of Labor and Industry. 
ed . , ° . ° 
8 Tas_LeE VIII.—Nonagricultural employment in areas of substantial labor surplus, 
= 1953-57 
Labor market area 1953 1954 1955 1956 | 1957 
Major areas 
: Altoona. a 46, 600 39, 500 42, 200 43, 800 44, 100 
} Erie : SO, 600 76, 300 76, 400 80,700 | 81,300 
. Johnstown i seed 80, 800 72, 100 74, (00 75,600 | 79,400 
Scranton wi a 84, 600 79, 400 79, 100 80,100 | 80,000 
Wilkes-Barre-Hazelton | 121, 400 109, 300 109, 400 107, 000 106, 800 
Smaller areas; ? 
Berwick-Bloomsbur¢g___- (3) 15, 500 15,600 | 15,500 | 15,500 
Clearfield-Du Bois 30, 000 25, 600 26, 100 27,100 | 28,700 
t Lewistown (5) (3) 14, 000 14,400 | 15, 200 
Lock Haven ( 10, 400 10, 800 11, 700 11, 500 
Pottsville . . 61,700 | 57, 900 | 59, 400 58, 700 58, 500 
Sunbury-Shamokin-Mount Carmel | 49, 600 44, 600 45,400 | 46,500 | 46,400 
Uniontown-Connellsville - - , se 36, 900 32,700 | 32,800 31,700 | 31,700 
Total, areas other than Erie__. ce (8) ( 509, 400 512, 100 | 517, 800 
2 - — _ a — oe — i - — 
! Annual averages for 6 months in each year (January, March, May, July, September, and November), 
. except for 1957; averages in latter year are for January, March, and May. 
) 2 Annual averages for 2 months in each year, except for Pottsville, Uniontown-Connellsville areas, which 
4 report 6 times a year; the 1957 figures relate only to March or May, except for the aforementioned areas, 
7 which report for January, March, and May. 
2 3 Not available, 
i Source: Pennsylvania Department of Labor and Industry. 
9 
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Twenty-five percent of the population in the State of Kentucky is in distressed 
labor market areas eligible for Federal assistance under the Douglas bill. In 
the absence of a highly diversified industrial base, the decline in coal-mining 
employment has left tens of thousands of workers stranded without alterna- 
tive employment. While natural resources are abundant, people are without jobs 
and have no opportunities to become self-supporting. As a result, outmigration 
continued to other States while prosperity prevailed, but the rate of migration was 
not high enough to relieve the continuing distress. With the rest of the country 
now suffering from widespread unemployment, the migration movement is 
changing its direction and bringing more people back to the distressed Kentucky 
communities which are unable to support the existing population. 

The solution of the problem of persistent unemployment in the depressed areas 
of Kentucky requires a broad attack on all factors which have held up economic 
development. These causes transcend the ability or competence of local and 
State authorities. They involve such fundamental factors as control of the 
region’s waterways to provide navigation, water supplies, and flood prevention : 





| 
| 
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urban renewal, slum clearance, and relocation; a rise in the levels of health, ed- 
ucation, and welfare of the people; a development of industrial-plant sites with 
adequate water supplies, transportation, and community facilities; and re- 
development of agricultural and forestry resources. 

The distressed areas need help in diagnosing their problems, organization of 
community leadership, financial assistance in improving local facilities, and, 
finally, aid in building up adequate industrial sites. Assistance to the distressed 
areas of Kentucky will not only lift many labor markets out of the doldrums but 
will also help create new markets for the rest of American industry. 

This fact sheet is limited to the problems of the urban labor market areas’ in 
the State. Approximately 56 percent of the population lives in such areas. 
These areas encompass 36 of the State’s 120 counties. A subsequent issue will 
deal with the rural areas. 

Federal assistence is imperative if the depressed urban areas of Kentucky are 
to share in the rising American standard of living. Essentially, these are under- 
developed areas in a nation with the most developed economy in the world. Just 
as we seek to aid underdeveloped areas in other parts of the world, we must 
render assistance to the areas in our own country which are in need of a more 
diversified economic base. 

Development of a progressive industrial economy in these area will bring bene- 
fits to the State and Nation, as well as to the hard-pressed residents of the com- 
munities directly affected. The disproportionate burdens presently carried by 
the State and Federal Governments for unemployment compensation, public 
assistance, and social security will be substantially lightened. The retarding 
effects on the business of the Nation of these pockets of depressed living condi- 
tions will be ended by the revitalization of these areas. 

Federal assistance is essential in preparing these communities to develop 
local resources so that they can emerge from the vicious cycle of poverty and 
lack of opportunity. With appropriate guidance and financing, the State and 
local redevelopment groups can be expected to place their areas on a sound 
economic footing and enter the mainstream of America’s industrial progress. 


I. STATE HAS NINE AREAS OF CHRONIC ECONOMIC DISTRESS 


Nine of Kentucky’s industrial labor-market areas have been suffering from a 
substantial labor surplus for more than 3 years. They have continuously suf- 
fered unemployment rates of well over 6 percent during this period. They 
would, therefore, qualify for Federal assistance as industrial-development areas 
under the Douglas bill (S. 964). The population of these 9 areas totaled 740,000 
in 1955, comprising 25 percent of the State total. 


A. Persistence of distress 

The labor-supply classification of 6 of the 9 areas has been one of “substan- 
tial labor surplus,” according to the United States Bureau of Employment Secu- 
rity, since 1953 (table I). The remaining distressed areas have been so classified 
since 1954. 

B. Disparity between distressed areas and the rest of the State 

The degree of unemployment in the nine areas suffering from a chronic labor 
surplus has been markedly higher than in the rest of the State. In 2 of the past 
4 years, the ratio of unemployment to total civilian labor force has been twice 
as great on the 9 chronic-surplus areas as in the remainder of the State (table IT). 

In 1954, the average unemployment rate in the 9 areas was 18.7 percent, 
compared to 7.7 percent in the rest of the State. Rates in particular areas ran 
as high as 22.9 percent (Morehead-Grayson) and 32.2 percent (Pikeville-William 
son, W. Va.). 

In 1955, unemployment averaged 15.4 percent in the 9 chronic-surplus areas, 
while the remainder of the State averaged 7.3 percent. The Pikeville-Williamson 
(W. Va.) area continued to suffer the highest rate (22.3 percent). 

In 1956, the contrast in unemployment rates was between 10.2 percent in the 
9 areas and 6.5 percent in the rest of the State, with Pikeville-Williamson con- 


"9 


tinuing to have the highest rate (13.3 percent). 


21An urban labor market area is defined by the U. S. Bureau of Economic Security as 
a eentral city or cities and the surrounding territory within a reasonable commuting dis- 
tance. The minimum-size criteria for classification as an urban labor market are a labor 
force of at least 15,000, or nonagricultural employment of at least 8,000; areas which are 
primarily trade or service centers are not so classified. 





. oe se Sw. 


— a 


ae 6 


 , 


LEGISLATION TO RELIEVE UNEMPLOYMENT 839 


The disparity continued in 1957, but statistical information has not yet become 
available for the State as a whole. Three of the nine surplus areas registered 
somewhat lower unemployment rates than in 1956, but these declines were more 
than offset by increases in other areas, bringing the average up to 10.7 percent. 
Only 1 area (Owensboro) had an unemployment rate of less than 8 percent 
(averaging 7.4 percent). Five of the areas had rates in excess of 10 percent, with 
Pikeville-Owensboro having a high of 12.3 percent. 

Aside from Owensboro, only 1 area had a lower rate than 8 percent in any of 
the past 4 years. Frankfort averaged 7.6 percent in, 1954. Four areas had 
unemployment rates in excess of 10 percent in each of the past 4 years; Corbin, 
Middlesboro-Harlan, Paintsville-Prestonsburg, and Pikeville-Williamson. 


0. Disproportionate share of unemployment compensation and public assistance 
paid in surplus-labor areas 


While the labor force of the nine surplus-labor areas comprises about one-fifth 
of the State total, the residents of these areas account for much larger proportions 
of the State’s unemployment-compensation and public-assistance payments. 

The average weekly number of insured unemployment in the 9 areas accounted 
for between 27 and 40 percent of the State total in the 1954-57 period (table III). 

Unemployment-compensation benefits paid in the 9 areas amounted to 21.8-27 
percent of the total in this period (table IV). 

Public-assistance payments in the 9 areas comprised 33 percent of the total 
(table IV). 

Total payments under unemployment-compensation and public-assistance pro- 
grams in the 9 areas accounted for 28%4-3014 percent of the total (table IV). 

Recipients of public assistance in the 9 areas comprised 35-38 percent of the 
total (table V). The proportion of the population receiving public assistance ran 
as high as 7.8 percent in the Hazard area, compared to an average of 4.5 percent 
for the State as a whole in fiscal year 1957. 

Claimants who exhausted their unemployment-compensation benefits in the 9 
areas accounted for 24-37 percent of the total (table VI). 

D. Effects of depressed living standards 

The depressed living standards prevailing in the areas of chronic labor surplus 
have taken a serious toll on the population. Inadequate nutrition and ill health 
have resulted from the poverty and insecurity which the people have experienced. 
The persistence of depressed conditions in these areas has often tended to sap the 
vitality of communities, causing a deterioration in public facilities and retard- 
ing efforts to rehabilitate local industries. 

1. Health facilities 

As noted in the final report of the eastern Kentucky flood rehabilitation study 
by the State’s department of economic development in 1957, “Kentucky is 
characterized by inadequate medical services, which are partly reflected in a 
high incidence of tuberculosis, trachoma, and illnesses related to nutritional 
deficiencies.”” The State’s substandard health services reflect the grossly inade- 
quate facilities in the underdeveloped areas. 

In eastern Kentucky, whose 32 counties encompass 6 of the State’s 9 chronic 
labor-surplus areas, the availability of hospitals, physicians, and health centers 
has been found to be below the standards set by the State’s public health founda- 
tion in two-thirds of the counties. Fourteen of these counties had no hospital 
beds at all. Although the eastern Kentucky region has 24 percent of the State’s 
population, it has only 416 physicians, 16.6 percent of all doctors in Kentucky. 
The need for physicians in 10 of the region’s counties was listed as critical in the 
spring of 1957 by the rural Kentucky medical scholarship fund. 

2. Educational facilities 

The chronic labor-surplus areas suffer from inadequate school facilities, 
shortage of competent teachers, and the large number of students who leave 
school before graduation. The above-mentioned report by the department of 
economic development found that “school facilities in many parts of the eastern 
Kentucky region are well below acceptable minimum standards. The eastern 
mountain region still contains a number of one-room schoolhouses with out-of- 
doors toilet facilities.” In 3 eastern Kentucky counties which are part of chronic 
labor-surplus areas (Pike, Knox, and Perry), the proportion of the schools with 
outside toilets was 86 percent in 1956. The same percentage of the schools in 
oo oe had no central heat, and 98 percent had inadequate playground 
acilities. 
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The average salary for Kentucky schoolteachers was $2,800 in the 1956-57 year, 
compared to the national average of $4,220. Among the other factors making it 
difficult to recruit able teachers are the large number of students and classes per 
teacher. 

In 1956, local governments in 3 typical eastern Kentucky counties could furnish 
only 11 to 34 percent of the estimated amounts required for school capital ex- 
penditures. 

Facilities for vocational education in eastern Kentucky are particularly in- 
adequate. The bureau of vocational education reports that enrollment in the 
4 vocational schools serving this region was 2,300 in April 1957, only one-fourth 
of the potential student body. 

3. Housing 

The substandard character of much of the housing in the depressed areas of 
the State is indicated by the following excerpt from the aforementioned report of 
the department of economic development on eastern Kentucky : 

“Housing in counties in eastern Kentucky ranges from at least 40 percent sub- 
standard in Boyd County to a high of 98 percent substandard in Knott County. 
In the larger cities of the region, the percentage of substandard housing runs 
from nearly 20 percent in Ashland and Pikeville to over 35 percent in Hazard and 
Harlan. Forty-five percent of all housing in Barbourville and over half of all 
dwelling units in Middlesboro are substandard.” 


4. Transportation 


A highway-needs study conducted for the State by the Automotive Safety 
Foundation in 1955 found that the roads of eastern Kentucky were badly in need 
of repair. The financial distress of the counties has resulted in the State assum- 
ing responsibility for two-thirds of Kentucky’s rural mileage. The highway- 
needs study recommended that the State take over the remainder, leaving the 
counties with financial responsibility for feeder systems only. 

While rail service is provided through eastern Kentucky’s major river valleys, 
6 of the counties in the region have no rail service and 2 are served only by 
spur lines. 

The Big Sandy and Kentucky Rivers offer possibilities for canalization to 
provide cheap barge-rail transportation to the region. According to an eastern 
Kentucky survey report by the United States Department of Commerce in 1954, 
“the locks and dams placed in (these) rivers many years ago are obsolete and 
inadequate for modern-day barge operations.” 

5. Floods 

The eastern Kentucky region is prone to frequent floods. The latest one (in 
January 1957) took 12 lives and caused $50 million in damage. Nearly 10,000 
families received emergency assistance. A comprehensive flood damage preven- 
tion program is needed, as well as other measures to provide a solid basis for 
economic development. An integrated river-control program could contribute 
to the improvement of the region’s economy by insuring flood-free plant sites 
and providing reservoirs of water needed for industrial uses. 

E. Outmigration of the population 

The persistent lack of employment opportunities in the chronic labor-surplus 
areas has forced many residents to move to other areas. Between April 1, 1950, 
and June 30, 1955, there was a substantial net outmigration from each of the 
9 labor-surplus areas in Kentucky (Table VII). The net outmigration for the 
9 areas combined was 163,514, with individual areas suffering a net loss of as 
many as 30,000 people in the Middlesboro-Harlan, Hazard, and Paintsville- 
Prestonsburg. In 7 of the 9 areas, net migration exceeded the natural increase 
in population from the excess of births over deaths. Consequently, declines in 
population occurred in these areas, with 4 areas recording reductions of 10 
percent or more (Middlesboro-Harlan, Corbin, Pikeville, and Paintsville- Prestons- 
burg). The population of the 9 areas combined was reduced by 9 percent. 

While outmigration may have solved some of the problems of the people who 
moved, it cannot contribute to a solution of the basic problem of the depressed 
areas of the State. In fact, if the younger and more vigorous people continue 
to leave these areas, the difficulty of rejuvenating them will be compounded. 
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II. BASIC CAUSES OF CHRONIC UNEMPLOYMENT 


The principal reason for Kentucky’s serious unemployment problem is the 
absence of a diversified industrial base capable of providing expanding oppor- 
tunities for employment to offset the effect of the decline in coal-mining em- 
ployment. The number of manufacturing jobs in Kentucky is only about half 
as great, in relation to population, as for the United States as a whole. In 
1955, the 170,000 manufacturing employees in the State accounted for 5.7 percent 
of the population, compared to the average ratio of manufacturing employment 
of 10 percent for the Nation. In the eastern Kentucky region, which encompasses 
6 of the 9 chronic labor-surplus areas in the state, manufacturing employment 
is only about 1 percent of the population. 

The lack of industrial development in Kentucky is also evident from the fact 
that nonagricultural employment in other industries than manufacturing is con- 
siderably lower, proportionately, than in the rest of the country. In 1955, only 
15 percent of Kentucky's population was employed in nonagricultural industries 
other than manufacturing while more than 20 percent of the United States 
population was so employed. 


A, Contraction of coal-mining industry 


Kentucky is the third largest producer of bituminous coal in the Nation. 
Employment in the State’s coal mines has been cut in half during the past 
decade (table VIII). The marked decline in coal-mining employment since the 
war was caused by a reduction in demand for coal as oil and natural gas con- 
sumption expanded, and by improvements in technology which reduced man- 
power requirements drastically. 

The concentration of coal mining in two parts of the State (the Cumberland 
Plateau area in eastern Kentucky and the western coal-field area) and the 
lack of other industries in these areas have caused the residents of these com- 
munities to feel the full brunt of the decline in coal mining. Five of the six 
chronic labor surplus areas in eastern Kentucky are coal-mining areas and J 
of the 2 western distressed areas isa coal district. 

B. Impact on individual industrial areas 
1. Eastern Kentucky 

Corbin.—Suffers from lack of industrialization and diversified employment 
opportunities. Agriculture accounts for about 45 percent of the jobs. Mining 
and quarrying is the largest source of nonagricultural employment, absorbing 25 
percent of the total, principally in coal mining. 

Hazard.—Economy dominated by coal mining, in which employment has 
fallen from 11,200 at the end of 1950 to 6,500 in September 1957. There are 
fewer than 1,000 factory jobs in the area and some 5,000 agricultural jobs. 

Viddlesboro-Harlan.—Economy dominated by coal mining, in which employ- 
ment has declined from 16,000 at the end of 1950 to 7,100 in September 1957. 
No other industry employs as much as 3,000, with manufacturing providing less 
than 2,000. 

Morehead-Grayson.—Almost 40 percent of the employed workers are engaged 
in subsistence farming. Manufacturing accounts for one-fourth of nonagri- 
cultural employment, with two-thirds of the factory workers in clay refrac- 
tories which has been declining in employment. Railroad yards and Govern- 
ment provide jobs for four-fifths of the nonmanufacturing workforce. 

Paintsville-Prestonsburg.—Coal mining is the predominant industry, account- 
ing for close to half of the nonagricultural jobs. There are fewer than 500 
manufacturing jobs. Agriculture absorbs more than one-third of the area’s 
workforce. 

Pikeville (Ky.)-Williamson (W. Va.).—Area is dominated by coal mining in 
which employment has dropped from 11,300 to 6,000 since 1953. One-third of 
workforce is engaged in agriculture. Less than 500 hold manufacturing jobs. 

2. Western Kentucky 

Vadisonville.—Coal mining and agriculture are principal pursuits, with 5,800 
working in mines and quarries in September 1957. Less than 10 percent of 
nonagricultural workers are employed in manufacturing. 

Owensboro.—aA large part of the labor force commutes to Evansville, Ind., to 
work because of inadequate local employment opportunities. An exceptionally 
high proportion of the factory work force is employed in electrical machinery 
plants, which have been contracting since 1953. 
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8. Central Kentucky 


Frankfort.—Government is the largest single source of employment, mainly 
the State. About one-quarter of the labor force follows agricultural pursuits. 
Sixty percent of the manufacturing total is concentrated in foods, primarily 
distilleries, which have been declining in recent years. Construction work has 
also decreased. 


C. Dependence of counties on 1 or 2 manufacturing employers makes them eco- 
nomically vulnerable 


Many Kentucky communities are vulnerable to economic reverses because of 
their dependence upon the density of 1 or 2 manufacturing employers. If a 
change occurred in technology, consumer demand, or locational advantages of 
the products of these companies, the economies of these areas would be en- 
dangered. 

In 94 of the State’s 120 counties, the 2 largest companies accounted for 50 
percent or more of the manufacturing shipments in 1954. Of the 101 counties 
with less than 1,000 manufacturing employees, 62 were ones in which the largest 
2 manufacturing companies shipped 50 percent or more of the total value of 
shipments. The 1954 distribution of the State’s counties according to the 
percentage of the value of shipments accounted by the 2 largest manufacturing 
companies is as follows: 


| Number of manufacturing employees 


Percent of county’s value of shipments accounted for by 
2 largest companies 


Less than | 1,000-9,999 | 10,000 or | Total 





1,000 more | 
Less than 50 percent... faibcaekicad ‘ 19 | 6 1} 26 
50 to 74 percent___- : 43 s 0} 51 
75 percent or more..-- ; ; 39 4 0 | 43 
Total. ... 


ec ee cet a eet Tt ; 101 18 | 1 | 126 


Ill. EFFORTS MADE TO REHABILITATE DEPRESSED AREAS 


A. State and local groups 

Twenty-five community nonprofit groups in the 9 labor-surplus areas of the 
State are engaged in various developmental activities, including economic 
surveys, industry promotion campaigns, fund-raising and plant-building 
programs. 

The State government provides guidance and technical assistance to local 
groups. The Department of Economic Development assembles information re- 
lating to resources and facilities, publishes maps and makes surveys pertaining 
to the physical and economic development of the State. There is no State pro- 
gram for furnishing financial assistance to local development agencies. 

From 1954 through 1957, 27 new manufacturing plants have been set up in 
the 9 surplus-labor areas. They employ approximately 2,350 workers. 

B. Federal programs 

The Federal Government has contributed to the reduction of unemployment in 
the nine labor-surplus areas as follows: 

1. Military supply contracts between March 1952 and June 30, 1957, totaled 
$16,148,000, of which $2,390,000 resulted from preference given to labor-surplus 
areas (table IX). The bulk of the preference contracts were placed in fiscal 
1955, when they totaled $2,247,000. Such contracts amounted to $122,000 in the 
past 2 fiscal years. 

2. A special accelerated amortization certificate was issued for a coal-cleaning 
plant in Corbin in March 1954 under the Federal program of favoring surplus 
labor areas in the award of necessity certificates for defense facilities. This 
project cost $6,443,000. However, under an amendment signed into law in 
August 1957, certificates are now limited to facilities to produce new or special- 
ized defense items or to provide research, development, or experimental services. 
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IV. CONCLUSION 


In spite of the efforts of State and local groups, the underdeveloped areas of 
the State have continued to suffer from high rates of unemployment. The num- 
ber of nonfarm jobs in the 9 labor-surplus areas increased by less than 10,000 
between 1954 and 1957 (table X). 

The average number of unemployment in the 9 areas in 1957 was 22,800. This 
amounted to 10.7 percent of the labor force. In order to reduce unemployment 
to 3 percent of the labor force in these areas, 16,400 additional jobs are needed. 

From the record of State and local activities to date, it is evident that the re- 
sources available in these groups are insufficient. Basically, the problem is one 
which transcends State boundaries. It is therefore not susceptible to State and 
local remedies. 

Federal cooperation and support, such as is provided under the Douglas bill, 
are needed to supplement the efforts of the State and the local communities. 


TABLE I.—Usual labor-supply classification of areas of substantial labor surplus 
in Kentucky,’ 1953-57 


| | 
| Year classi-| | | 
Labor-market area | fled as 1953 1954 1955 1956 | 

| surplus? | | | 


| 


Corbin 1953 NC-S S tS.) SS 
Frankfort 1954 | NC NC-S | 8 2 8 
Hazard 1953 NC-S x ae 1 a 8 
Madisonville 1953 | NC-S | 8 SS weg x 
Middlesboro-Harlan 1993 | NC-S 8 a a, 3 
Morehead-Grayson 1954 | NC | NC-S ee le 
Owensboro 1954 NC | Woe i 8 ft S 
Paintsville-Prestonsburg 1953 ;} NC-S | 8 et s 
Pikeville-Williamson (W. Va.) -- 1953 | NC-S Ss | Sy} s s 





1 The areas are classified as follows 
&8—Unemployment of 6 percent or more of labor force. 
NC—Not classified. 
NC-S—Classified as labor surplus area for part of year. 
2 Current classification system was instituted in 1951. 


Source: U, 8. Department of Labor. 


TABLE I1.—Number unemployed and percent of civilian labor force unemployed 
in Kentucky, 1954-57, by substantial labor-surplus area 


7 
A verage number unemployed la verage percent of civilian 
labor force unemployed 




















Labor-market area P Se — = 
! | i 
| 1954 | 1955 | 1956 | 1957 | 1954 | 1955 | 1956 | 1957 
| | | 
osintpasaiitiagagnatipilt stiansatatnallh issicicccaeieks hailing aie Ncna sm aaibigl miele 
Sa cemmniaeceneiio ws ao | 
NE Bd cdcanicnndhosunacdsnmaiemics |103, 900 82,800 | 72,800 | (!) 10.1] 91] 7.3 () 
Corbin... 4,080 | 2,811 | 3,163 3, 288 | 15.9 | 11.3 12.2 12,2 
Frankfort seaniigueinennaateeeE ees 1,300 | 1,664 | 1,663) 1,688] 7.6) 89) 87] 87 
a rus aceite tab ncn aheeieodd koanin 4,782 | 4,149 2, 038 2,013 | 20.6 | 19.0); 9.8 9.6 
INUIID Snide inti mpd eaeee -| 4,027 3, 197 2, 433 | 2, 463 | 15.2 | 12.6) 9.6 9.6 
Middlesboro-Harlan................... --| 4,620] 4,120 3,133 | 3,388 | 15.9 14.6} 11.1 2.0 
Morehead-Grayson._-........-..-- 4,746 3, 809 1, 750 2, 688 | 22.9 | 18.9 | 94 13.9 
Owensboro..-........-- ‘ Sham 3, 853 2,352 | 2,217 2,063 | 12.4) 9.6) 80) 7.4 
Paintsville-Prestonsburg woee-----------| 5,164] 3,924] 2,383 | 2,438 | 20.6 | 15.9 | 10.2 10. 5 
Pikeville- Williamson (W. Va.)_......------- | 9,208 | 5,609 | 3,050 | 2,738 | 32.2 | 22.3) 13.3) 12.3 
9 surplus areas combined. ........--.-- | 41,960 | 31, 635 21, 830 22, 767 | 18.7 | 15.4 | 10.2 10.7 
Remainder of State ; ; 61,940 | 51,435 | 50,970 (4) 7.7 | 7.3] 6.5 (1) 
| | | 


1 Not available. 


Source: U. 8S. Department of Labor and Kentucky Department of Economic Security. 
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TABLE III.—Average weekly number of continued unemployment-compensation 
claims, and claims volume as a percentage of unemployment compensation 


covered labor force, in areas of substantial labor surplus in Kentucky, 1954-57 


Labor-market area 


~ 


Continued unemployment-compensation claims 


Average weekly number 





| 


As a percentage of unem- 
compensa- 
tion covered labor force 


ployment 


i 

954 1955 1956 1957 | 1954 | 1955 | 1956 | 1957 
dainty a a diet - a “ . ss — 

State total 43, 369 | 30,410 | 29,887 |132,799| (@) | @) | @ | @ 

| 

Corbin * 807 989 973 | 19.8 | 14.5} 14.4] 13.9 
Frankfort -__-__-_- 642 601 592 | 7.4 8.4 7.7 ane 
Hazard 1, 236 825 923 | 18.9 | 11.6 8.1 8.7 
Madisonville... 1, 126 R86, 956 | 14.0 9.6 7.5 7.6 
Middleboro-Harlan_-_- 1, 600 1, 513 1, 664 | 12.6 9.2 8.5 9. 2 
Morehead-Grayson 766 413 697 | 23.1 | 17.7 9.5 14.6 
Owensboro : 1, 136 1, 158 1,011 | 10.3 6.8 6.5 5.4 
Paintsville-Prestonsburg 1, 213 871 04 | 21.4, 12.9] 9.7 10, 2 
Pikeville-Williamson (W. Va 2, 000 1, 299 1,231 | 28.0 | 15.5 | 10.6 ).7 

9 surplus areas combined - - 490 | 10, 526 8,555 | 8,951 | 17.3 | 11.8] 9.2 9 
Percent of State total 40.3 34. 6 28. 6 27.3 


Average for 1st 11 months. 


2 Not available 


Source: U. 8. Department of Labor. 


TABLE IV.—Unemployment-compensation benefits and public-assistance payments 





in areas of substantial labor surplus in Kentucky, 1955-57 * 
[In thousands} 
1955 1956 1957 
Total: 2 
State total $66, 59 $63, 539 $75, 343 
9 surplus areas 3 $20, 325 $18, 123 $21, 808 
Remainder of State $46, 270 $45, 416 $53, 445 
Percent of total in 9 surplus areas 30. 5 QF 20. | 
Unemployment-compensation benefits 
State total a $27, 847 $24, 316 $31, 030 
9 surplus areas $7, 519 $5, 302 $7, 415 
Remainder of State $20, 328 $19, 014 $23, 615 
Percent of total in 9 surplus areas ae 27 21.8 23.9 
Public-assistance payments: 2 
State total ‘ $38, 748 $39, 223 $44, 313 
9 surplus areas $12, 806 $12, 821 $14, 483 
Remainder of State $25, 942 $26, 402 $29, 830 
Percent of total in 9 surplus areas..-.....-.---.-..--.. 33 32.7 2.7 
1 The 9 surplus areas are listed in table I. 
2 Public-assistance payments are on a fiscal-year basis. ; 
3 Excluding Mingo County, W. Va. (which is part of Pikesville-Williamson (W. Va.) are 


Source: Kentucky Department of Economic Security. 
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mn TABLE V.—Annual average number of recipients of public assistance and their 
mn percentage of population in areas of substantial labor surplus in Kentucky, 


7 fiscal 1953-57 


Number of recipients of public assistance 


Percentage of population 
(in thousands 


receiving public assistance 
Labor-market area 





3 . Pe - - © . 
ve 1953 1954 1955 1956 1957 1953 | 1954 | 1955 | 1956 | 1957 
7 State total 129. 2 123. 0 124.7 125.9 131.4 4.4 4.2 4.2 4.3 4.5 
Corbin 8.0 6.6 7.8 7.6 8. 1 tom 5.9 7.0 6.8 7.3 
Frankfort 1.3 1.3 1. 2 1.2 1.3} 28] 28] 26] 26 2.7 
Hazard 8.7 7.8 &. 3 8.3 8.3 2 7.4 7.8 7.8 7.8 
9 Madisonville 4.6 3.9 4.0 v 4.1 5.3 4.4 4.6 | 4.4 4.7 
7 Middlesboro-Harlan 7.8 7.23 8.1 7.8 8. 0 Da 5.3 6.0 5.8 5.9 
7 Morehead-Grayson 4.5 3.8 1.0 4.1 4.0 6.6 5.6 5.9 6.0 5.9 
‘ Owensboro 1.8 1.8 |) 1.6 1.7 3 3.2 3. 1 2.8 2.9 
2 Paintsville-Prestonsburg 1.0 &. 0 8.3 Sf 9.4 73 f 6.8 7.0 7.6 
6 Pikeville-Williamson (W 
4 Va 3.6 2.8 3. 0 3.0 3.3 4.4 3. 5 3.8 3.7 4.0 
= 9 surplus areas com- 
bined 19.3 43.2 16.5 46.1 48. 2 
Remainder of State 79.9 79. 8 78. 2 79.8 83. 2 } 
Percent of total in 9 surplus 
areas | 38, 2 35. 1 37.3 36. 6 36.7 | 
Based on 1950 population. 
Source: Kentucky Department of Economic Security. 
e TABLE VI.—Number of claimants who exhausted their unemployment-compensa 
tion benefits in areas of substantial labor surplus in Kentucky, 1954-57 
Labor-market area ! 1954 | 1955 1956 | 1957 
| 
State total ..| 33, 284 | 27,462 | 21, 767 23, 353 
Corbin 869 592 489 | 588 
3 Frankfort 470 519 580 543 
Hazard 2, 138 1, 376 551 | 654 
8 Madisonville 1, 321 S68 704 | $24 
5 Middlesboro-Harlan 1, 588 1, 268 866 | 1, 261 
Morehead-Grayson 511 366 | = 177 | 219 
Owensboro 1, 613 1, 349 1, 020 1, 091 
Paintsville-Prestonsburg 1, 244 817 418 130 
Pikeville 2, 675 1, 318 413 | 364 
7 ae 
5 9 surplus areas combined 12, 429 8, 073 5, 218 | 5, 974 
Remainder of State 20,855 | 19,389 | 16,549 | 17,379 
) Percent of total in 9 surplus areas 37.3 29. 4 24.0 | 25. 6 
i Areas classified according to local unemployment-compensation office; not strictly comparable to Bureau 
of Employment Security labor-market areas 
; Source: Kentucky Department of Economic Security 
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Taste VII.—LHatimated population and net migration from Apr. 1, 1950, to June 
80, 1955, in substantial labor-surplus areas in Kentuoky 











! 
Population 
Cn OE ee 
j through 
Area | Change migration, 
Apr. 1, 1950 | June 30, 1955 |. — 1950-55 
} 
| x Number | Percent 
iaeanaentonion - — iniainiaiass —— tcpeeanptieate sania a 
iiss oi ns techs eo 111, 262 = 97, 607 — 13, 655 —12 -24, 573 
Frankfort __..........- split 46, 129 45, 637 —492 | —1| —3, 522 
Hazard ieishapiccamtianes a3) 85, 921 —2, 131} 19} —33, 887 
Madisonville__ Eo | 86, 871 | 85, 359 —1, 512 —1 — 6, 999 
Middlesboro-Harlan...__._....__-- 134, 890 | 121, 942 —12, 948 | —10 —29, 841 
Morehead-Grayson.______- .| 67, 239 | 71, 026 | 3, 787 | 6 | —3, 180 
Owensboro- sa ates seibueeal 57, 241 | eae 3, 675 | 6 | —2, 216 
Paintsville-Prestonburg_- : 123, 182 | 101, 976 —21, 206 | —17 | — 36, 969 
Pikeville-Williamson, W. Va.!__- | 81, 154 | 69, 388 | —11, 766 | —15 | — 22, 327 
| | — | —_ a 
Nine surplus areas combined - -} 814, 020 | 739, 772 —7, 248 | —9 —163, 514 





! Excluding Williamson, W. Va., area. 
Source: University of Kentucky. 


TaBLE VIII.—Annual average coal mining employment in Kentacky, 1948-57 


Average annual 
employment, 


Year: coal mining 
I aa 62, 600 
ke tg sda ean art uote Girdle basin ileal 52, 700 
Ie a a Sac ached saan asap oansde ws oaeaene 53, 000 
a a a Sons iancianani ed a alinaldean loka aetnpuieabaniaaiaanesnnubaoasts 51, 400 
cnn das linbsosg mind a aa eesti ebaniee 45, 800 
i a 40, 200 
a elected aaa 382, 200 
Na as ech plasibereeiaaicchidiiwesiiaethaal 81, 600 
a a a canine ni ace naaenialiianey 32, 700 
cc gb mecaaen ops eae nao pameesionm ena ainae 31, 600 

I aaa art ee cetsrmegeaaariabel 31, 000 


Source: Kentucky Department of Economic Security. 


TasLe IX.—Net value of military supply procurement actions of $25,000 or more 
in areas of substantial labor surplus in Kentucky, by fiscal year, 1954-57* 


{In thousands] 





| 




















| 
| 
All actions 3 |Actions placed as a result of preference? 
Labor market area |__ So : ; ; ala 
i | | 
Total 1954 1955 1956 | 1957 Total 1954 1955 1956 | 1957 
—— ree enemas 
|” SiR Pee 1, 337 10 557 377 393 | 374 | 0 | 374 0 0 
Frankfort__....-.....-- 0 | 0 | 0 0 0 0 | 0 0} oO 0 
EE es | 697 0 | 649 0 48 | 395 | 0 | 395 0 0 
Madisonville__........- 3, 438 547 939 900 1, 052 250 | 11 180 59 0 
Middlesboro-Harlan...| 539 33 377 16 113] 338 10| 328] 0 0 
Morehead-Grayson spel | BpSOO lawnesenn 576 251 178 DS ccnawaien 0 | 0 0 
OWORIIOTO.... 0 nccccoce | §,427 | 396 | 3,334 432 | 1,265 | 63 | 0 |} 0 | 0 63 
Paintsville | | | | } 
Prestonsburg_...-..-- 364 | 101 | 108 | 28 | 127] 108 0 108} 0 0 
Pikeville-Williamson | } 
_ eee 0; 1,183 1,064) 1,094 | 862 | 0 | 862 | 0 0 
NN oe as | 16, 148 | 1, 087 | 7,723 | 3,068 | 4,270 2, 390 21 | 2,247) 59 | 63 


! Data are on a net basis, representing the value of new awards and contract increases minus the value of 
contract terminations and decreases reported by the military departments. 


3 Net value of all procurement actions for the period of time each area was a designated labor surplus area. 


Source: Department of Defense. 





~ 
8 
~ 


SSSSSSSSS55 °° 


LEGISLATION TO RELIEVE UNEMPLOYMENT 847 


TasLp X.—Nonagricultural employment in areas of substantial labor surplus, in 
Kentucky, 1958-57 * 








Labor market ares | 1953 | 1954 | 1955 | 1956 | 1957 




















~~ ne PS 

NIM ees eked tome bad + 618, 800 _58%, 200 | 607,600 | 627, 200 627, 000 
ee ean ee 8,900] 7,600 600 | 8, 100° 8, 800 9, 800 
Frankfort. -..--..---- vennsaentbacman” Oe 10,200 | 10, 400 10, 800 11, 100 
Hazard.__.- a gis sil oleate ewes 12, 600 11, 100 10, 400 11, 500 11, 800» 
Madisonville. Be ahd 6 14, 200 13, 600 | 13, 600 14, 200 14, 500 
Middlesboro-Harlan.. oe cal 19, 700 18, 700 | 18, 500 19, 800 19, 300 
Morehead-Grayson........-..- ies : (?) 8, 400 8, 500 9, 300 9, 100 
INES oo ook ke eca cake ckaccancs | (2) 17, 500 18, 000 19, 100 19, 800 
Paintsville-Prestonsburg.............--- 10, 000 9, 500 10, 300 10, 600 10, 700: 
Pikeville-Williamson, W. Va......--.....-| (8) 14, 900 14, 600 15, 300 15, 100 
Nine Surplus Areas Combined. - (?) Mil, 500 112, 400 119, 400 121, 200 

ie ia wikia | @ | 475,700| 495,200] 507,800} 605,800 

on 





i onstis averages for labor market areas are eee on available reports, covering 3-6 months each year. 
4 Not available. 


Source: U. 8. Department of Labor. 


AREA REDEVELOPMENT Facr SHEET No. 3 


KENTUOKY : VERY SMALL LABOR MARKET AND RURAL AREAS 


The people in 60 Kentucky counties, located in very small labor market and 
rural areas,’ are living at substantially or seriously low levels of living as classi- 
fied by the United States Department of Agriculture and may be eligible for 
Federal assistance to improve their economic situation under the Douglas area 
redevelopment bill. Twenty-seven percent of the State’s population is to be 
found in these counties. Adding the 27 counties in the distressed urban labor 
markets, we get a total of 87 counties, out of a total of 120 in the State, with 
52 percent of the State’s population desperately needing assistance and eligible 
for aid under the bill to lift the standards of living and develop fully productive 
employments for these people. (See Area Redevelopment Fact Sheet No. 2 for 
details on urban labor market areas.) 

The people in the 60 counties of very small labor market and rural areas have 
not enjoyed the benefits of national economic expansion. Their incomes have 
been low; they have only the most meager opportunities to supplement their 
low incomes. They have been farming primarily crops such as tobacco and 
corn; these require large acreage and substantial capital, neither of which they 
have had in adequate supply. As a result they had suffered from inordinately 
low standards of income. Many people in these counties, as in the urban dis- 
tressed areas, have migrated to other States. But in recent months with the 
recession settling in other parts of the country, many migrants have returned 
to intensify the distress within the area. 

A prosperous United States depends not only on the correction of the condi- 
tions creating distress and unemployment in urban areas but also on improvement 
in the economies of our underdeveloped, marginal, very small labor market areas 
and rural counties with which this fact sheet is concerned. 

Local and State agencies in Kentucky have not been able to find a solution 
to the problems of underdevelopment. They have not the resources and the 
experience with which to undertake the huge task which they confront. They 
must have the help of the Federal Government. 

Some voluntary efforts of modest proportions have been initiated under a 
Department of Agriculture program of rural redevelopment. But they can only 
engage in very modest projects because they have very limited funds for essen- 
tially large jobs of area employment expansion. Assistance to the individual 
family farmer may relieve the extreme distress but the vital need is to undertake 
extensive stimulation of the economy of these regions. Funds and manpower 
for such efforts must be supplied to a larger extent by the Federal Government. 


1 Very small labor market areas are those which do not fulfill the requirements for classi- 
fication by the Bureau of Employment Security as a “smaller labor market,” 1. e., having a 
labor force of at least 15,000 and nonagricultural employment of at least 8,000. 
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Federal agencies must provide help to develop the blueprint for economic re- 
covery, rehabilitation, and redevelopment. Organized community effort can then 
flourish under the stimulation of the technical aid provided by a corps of experts 
reporting on the needs of the area. Grants and loans must be provided local areas 
to develop the public facilities necessary for economic advances. Finally, finan- 
cial aid is essential for the construction of adequate industrial sites and buildings. 
Such economic expansion will be a boon to the entire Nation. Through such 
efforts the underemployed will make their rightful contribution to American 
prosperity and create new markets for American industry. 


I. LOW LEVELS OF LIVING IN VERY SMALL LABOR MARKET AREAS 


Low levels of living are the test of distress in the nonurban very small labor 
markets and in rural counties of Kentucky. In areas where more than one-half 
of the population are in urban communities, substantial proportions of the work 
force are employees. In them, unemployment provides a direct test of distress. 
When people are unemployed they are receiving no income. When employed, they 
are earnibg income. It may be insufficient, but we now have Federal and State 
fair labor standards which are setting floors on such income. 

But the economic distress of the self-employed and farmers cannot be tested 
by unemployment. The most accurate determinant of their distress is the degree 
of underemployment and the adequacy of family income. The standard of living 
in these communities provide us such a gage of the adequacy of their economic 
development. The United States Department of Agriculture has classified the 
counties of the United States on the basis of standard of living. 

The farm operator family level of living index of the United States Department 
of Agriculture provides us with a yardstick for measuring the standards of living 
in the 82 Kentucky counties which are outside of urban labor market areas and 
have more than half of their populations in rural areas. 

The farm operator family level of living index reflects the average level of cur- 
rent consumption or utilization of goods and services. It is not identical with 
an income or expenditure level, which is more appropriate for urban areas. The 
measure is an index for an entire county which can be compared with those of 
other counties in the United States. The farm operator family level of living 
index includes: (1) percentage of farms with electricity ; (2) percentage of farms 
with telephones; (8) percentage of farms with automobiles; and, (4) average 
value of products sold or traded in the year preceding the index (adjusted for 
changes in purchasing power of the farmer's dollar). 

In classifying the counties, we followed the United States Department of Agri 
culture low-income classifications which placed farms in the low-income category 
on the basis of three criteria: (1) farms which average less than $1,000 residual 
farm income to operator and had farm operator family level of living index below 
the regional average and 25 percent or more of commercial farms classified as 
“low production”; (2) average farm operator level of living index was in the 
lowest fifth for the Nation; (3) 50 percent or more of the commercial farms were 
classified as “low production.” Areas meeting all three categories were classified 
as serious low-income counties; those meeting any two of the criteria were 
classified as substantial low-income counties; those meeting one of the criteria 
were classified as moderate low-income counties. In 1954 the average county 
index for “serious” was 90; for “substantial,” 111, and for “moderate,” 126. In 
this survey we have included all counties which have an index of less than 126 as 
being low-income counties probably qualified for assistance under the Douglas 
area redevelopment bill. 

A. “Substantial” and “serious” low levels of living 

In 60 out of the 82 counties in the very small labor market areas and rural 
counties the people are living on substantial or serious low levels of living. 
These counties had 27 percent of the total population of the State and 70 percent 
of the population outside of the large and small labor market areas. 


1. Levels of living 
The average farm operator family level of living index for the United States 
vas 140 in 1954, 122 in 1950, and 100 in 1945. In 1954, the average for all counties 
in Kentucky was 105, which hardly exceeded the national average for 1950. 
Among the 60 counties with the serious and substantial low level of living, the un 
weighted average was 97. The lowest level was in Lee County which had an 
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index of 44. The number with indexes under 75 was 11; indexes of 75 to 90, 15; 
90 to 100, 1; 100 to 111, 14; and from 111 to 126, 19 (table II). 
2. Per capita income 

The low levels of actual cash income in these areas is further amplified by the 
data on average per capita income. While the United States per capita income in 
1955 was $1,850, the average for the State of Kentucky was $1,238. The un- 
weighted average for the 60 counties was $748, or 60 percent below the national 
average and 40 percent below the State average. Not even 1 of the 60 counties 
had a per capita income equal to the State average. The lowest per capita aver- 
age appeared for Owsley County with $424. The distribution was as follows: 
counties with per capita income of less than $500, 5; $500 to $600, 7; $600 to $700, 
18; $700 to $800, 6; $800 to $900, 11; $900 to $1,000, 5; and $1,000 to $1,100, 8. 


3. Inadequacy of nonagrieultural employment 

One measure of the underdevelopment in these areas is the small number of 
nonagricultural jobs. While the 60 counties had 27 percent of the State’s total 
population, they had only 12 percent of the nonagricultural employment. In the 
State as a whole there were 14 nonagricultural jobs for each 100 persons in the 
population in 1955. The unweighted average for these 60 counties was 8 jobs. 
There were 5 counties where there was only 1 nonagricultural job per 100 people 
in the population. The distribution of the remaining counties by number of non- 
agricultural jobs per 100 persons in the population was as follows: 2 or 3 jobs, 
16; 4 or 5, 17; 6 or 7, 12; 8 or 9, 2; 10 or 11, 3; 12 or 13, 3; over 13, 2. The 
county with the highest number was Taylor, with 17 nonagricultural jobs per 100 
persons in the population. 

4. Underemployment in Kentucky 

Underemployment is widespread in rural Kentucky. <A study of 1952 by the 
United States Department of Agriculture indicates that only 66 percent of the 
rural farm males 14 years of age and over, were employed in 1951 for 180 or more 
full-time days of work. The ratio for the United States as a whole in 1949 was 
79 percent. In this study of some of the isolated areas of eastern Kentucky, the 
respondents indicated that they were unwilling to move out of the area for 
employment. 

Though many had already migrated, only 14 percent of the family heads would 
be willing to move to another location to take a year-round nonfarm job. Age and 
other factors made the remaining population less mobile. This response may in 
reality be lower if actual jobs were offered. They appeared unprepared for the 
move or its possibility since only one-fourth of them had heard of any farm or 
nonfarm jobs being available during the nearly 2-year period after the outbreak 
of hostilities in Korea and the marked expansion in employment in defense in- 
dustries. (See study by Robert E. Galloway and Howard E. Beers, Utilization of 
Rural Manpower in Kentucky, Kentucky Agricultural Experiment Station and 
Bureau of Agricultural Economics, January 19538.) 

5. Percentage of farms with value of products sold or traded under $2,500 

The unweighted average percentage of farms which earned less than $2,500 on 
products sold or traded in these 60 serious and substantial low levels of living 
counties was 65 percent. This compared with 57 percent for the State as a whole 
and 36.8 percent for the United States. The county with the highest percentage 
of farms below $2,500 was Lee County with 94.3 percent. Following it was Owsley 
County with 92.6 percent. The remaining counties were distributed as follows 
by proportion of farms where value of production sold or traded was less than 
$2,500; between 80 and 90 pereent, 9; between 70 and 80 percent, 12; between 60 
and 70 percent, 11; between 50 and 60 percent, 14; between 40 and 50 percent, 11, 
and under 40 percent, 1 (table IT). 

6. Percentage of farms with electricity 

In the United States 93 percent of the farms had electricity. Kentucky as a 
whole was nearly up to that level with 89.7 percent, thanks to the TVA. The un- 
weighted county average of these 60 counties was 86.0 percent. . There were 10 
counties with 70 to 80 percent of their farms having electricity, 26 with 80 to 90 
percent, and 24 counties with 90 percent or over. 
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7. Percentage of farms with telephones 


The low proportion of farms with telephones is indicative of the low standards 
of living. While the United States average is 48.8 percent, the average for Ken- 
tucky is 25.9 percent and the unweighted average for these 60 counties was 21.5 
percent. The highest percentage of farms with telephones was in Todd County 
with 34.6 percent. The distribution of the remaining counties was as follows: 
counties with more than 30 percent of farms with telephones, 13; with 20 to 30 
percent, 14; with 10 to 20 percent, 15; with less than 10 percent, 17. 


8. Percentage of farms with automobiles 


Automobile ownership adds considerably to the standard of living, as its opens 
new horizons not otherwise within reach. Of course, if income is inadequate 
to maintain and operate the automobile, it is of little use but the proportion of 
automobile ownership is a general indication of living standards. Department 
of Agriculture declares that “farm families with automobiles are more likely 
to be able to take advantage of various services located away from the farm, such 
as health facilities, libraries, and recreation, than those who do not own auto- 
mobiles.”’ The proportion of farms with automobiles in the United States was 
88.9 percent whereas in the State of Kentucky the ratio was 54.4 percent, and 
the unweighted average among these 60 counties was 52.6 percent. The counties 
were distributed as follows as to the percentage with automobiles: In 22 counties 
60 percent or more of the farms had automobiles; 17 counties had 50 to 60 
percent; 8 counties had 40 to 50 percent; 7 counties with 30 to 40 percent and 
6 counties had less than 30 percent. Lee County had the lowest percentage 
with 11.5. 

9. Percentage of out-migration 

The population of the United States increased by 9 percent between 1950 and 
1955. In Kentucky there was only a slight increase in population of 1.9 percent 
during this period. Only 18 counties among the 60 recorded a rise in popu- 
lation. The remaining 42 lost population due to out-migration. The percentage 
decline in population among these was as follows: 7 counties showed a less than 
5 percent drop; 6 counties, a 5 to 10 percent drop; 22 counties, a 10 to 20 percent 
drop; and 7 counties, more than 20 percent. The county with the highest drop 
in population was Morgan County, with 28.8 percent. 


II. LOW INCOME CLASSIFICATION 


The Douglas bill provides that aid is to be given to 300 rural counties with 
“the largest number and percent of low-income farm families” and where there 
exists “substantial and persistent unemployment.” 

In order to select the counties and economic areas which should secure imme- 
diate attention, one approach suggested is to list the counties in the United 
States with the lowest levels of living, obtain a second list of those with the 
highest percentages of farms earning less than $2,500 on products sold or traded 
and to focus on those counties which appear on both lists. A list of 500 counties 
in the first category and another list of 500 in the second category was developed 
and from these was derived a list of 315 counties which met both of these con 
ditions. In the above list for the United States, 22 counties of the 60 under 
consideration are to be found. The disproportionately high ratio of such counties 
meeting this test of priority provides a measure of the great need in this State. 


III. BASIC CAUSES OF SUBSTANDARD LIVING STANDARDS 


Depressed living conditions in the very small labor market and rural areas 
are the result of insufficient land and capital, the improper choice of farm product, 
and the absence of adequate off-farm employment opportunities. To promote the 
economy of such an area it is necessary to redesign it in order to assure a base for 
further development. The above conditions themselves handicap the area in 
dealing with its own problems, because the population is without the wealth and 
experience and resources on which to build a sound economy. 


A. Insufficient land and capital 


Forty-five percent of Kentucky’s farm income comes from tobacco and corn. 
soth require large amounts of land and capital. The average Kentucky farm 
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comprises about 80 acres and is not large enough to yield satisfactory income. 
The farm families are large so that farms are subdivided into small areas. 
Moreover, the insufficiency of land makes for great underemployment. 
Because of the quality of Kentucky’s farmland, large investments are needed 
for fertilizer. Such investments require capital. 


B. Lack of off-the-farm employment 


We have already indicated that there is an inadequacy of nonagricultural 
employment in these 60 counties. 


IV. EFFORTS AT AIDING SUBSTANDARD AREAS 


A. Federal rural development program 


The rural development program is a long-range cooperative effort built around 
local efforts and Federal technical aid for substandard counties. The program 
was initiated in June 1955. The primary responsibility for coordinating the 
effort rests with the Department of Agriculture. 

At present only three Kentucky areas are being assisted. They are Butler, 
Elliot, and Metcalfe. The program emphasizes the need of improving the 
economic base of low income rural counties by increasing productivity of low- 
income farmers in commercial agriculture, increasing the productivity and 
prospects of nonfarm jobs by encouraging new industry in these rural areas, and 
raising the social and economic standards within the area. 

This Federal program enjoys limited funds and depends primarily on voluntary 
effort. It cannot provide the extensive technical assistance required for the 
thorough economic study of rural areas leading to redevelopment. It can pro- 
vide no funds for the construction of new local public facilities or for the con- 
struction of industrial plants if such may be required in order to stimulate 
industrial development. 


B. State and local programs 


We have already indicated the limited nature of State and local efforts in 
Kentucky and the difficulty of expecting sufficient expansion in the light of the 
limited resources of this State. 


Vv. CONCLUSION 


The population of the very small labor markets and rural areas in Kentucky 
is not sharing in the benefits of our economy. Their economic development has 
hardly begun. Beset by the discouragements, the shackles of poverty and low 
living standards, the people cannot be expected to rise through their own efforts. 
The present programs are inadequate. 

Average per capita income in Kentucky is not rising at the same rate as in the 
remainder of the county and is held back by the absence of a sound base for 
economic expansion and by its low income. Both urban and rural areas are 
handicapped by these conditions. The Federal Government can provide the 
assistance which will stimulate this area to attain the prevailing American 
levels of economic well-being. 


25491—58—— 35 
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TABLE I.—Population, nonagricultural employment and per capita inconie 
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low-income rural counties, Kentucky, 1955 


| Population Non- 
scaiieeen I che elated a a 
cul- 
tural Per 
County or Per- em- capita 
area cent ploy- | income 
Number | change| ment 
from | per 100 
1950 | per- 
| sons! 
State of 
Kentucky -|3, 001, 000 1.9 14 $1, 238 
Adair -___- bie 14,652 | —16.8 | 4 671 
PR rink avenas 13, 066 —5.2 6 621 
Barren__--- = 29, 817 | 4.8 10 874 
RAL are, oon 9, 485 —8.9 2 741 
Breckenridge - 14, 459 —6.9 4 747 
“een 9,404 | —16.8 2 441 
ME sceck~n 11, 349 | 19.7 8 1, 001 
Caldwell__.._- 13, 881 | 5.2 ll 941 
Calloway 16,545 | —17.9 12 1, 037 
Carlisle. _....- 6, 105 —1.6 l 821 
Carroll_.....-- 8, 641 1.5 11 1, 033 
CN ccs 14,660 | —16.0 12 565 
Clinton ____..- 7,990 | —24.7 4 615 
Crittendon__.- 8,877 | —17.9 5 626 
Cumberland - -| 8,193 | —12.0 4 677 
Edmonson_. 7,689 | —18.0 3 559 
Mati. ...... 4 11,576 | —21.1 5 850 
Fleming 10,431 | —12.8 5 1,051 
Gallatin 3, 969 —5.9 3 ROE 
Garrard 11, 029 8. 1 7 833 
Grayson 16, 358 —4.1 + 646 
Green ._. 9,092 | —19.3 3 965 
Hancock -- 5,097 | —15.2 3 690 
Hardin 59, 873 19.0 5 896 
Hart 13,086 | —14.6 4 893 
Jackson 11,000 | —16.0 3 524 
Larue. 11, 193 12.4 3 669 
Lawrence 15, 219 5.6 4 515 
Lee 7,749 | —11.3 6 611 


County or 
area 


Lewis- 
Lincoln 
Livingston 
Logan 
Lyon 
McCreary 
McLean 
Madison 
Meade 
Marion 
Menifee 
Metcalfe 
Monroe 
Morgan 
Nelson 
Nicholas 
Ohio 
Owen 
Owsley 
Powell 
Pulaski 
Robertson 
RockeaStle 
Russell 
Simpson 
Taylor 
Todd 
Trigg 
Warren 
Wolfe 
Wayne 


! Industries covered by Kentucky unemployment insurance law. 


Population 


Per- 
cent 
change 
from 
1950 


Number 


| 
G0 90 mS 
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Non- 


aegri- 
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Per 
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3 
2 


a 
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Sources: Population and Income, University of Kentucky; Employment, Kentucky Department of 
Economic Security. 
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TaBLE II.—Level of living, value of products sold, and low-production farms in 60 
low-income rural counties, Kentucky, 1954 


| Average | Commercial farms 
Level of | Percentage of farms value of | under $2,500 prod- 


living products} ucts sold 
County or area index ! eee See ee sold or ee a 
(1945= | | traded 
100) With With | With per farm | 
electricity tele- auto- |(thousand; Number Percent 


phones | mobiles | dollars) 


United States __-- _ 140 93.0 48.8 88.9 $5. : 








- 2| 1,225,775 | 36.8 
State of Kentucky. --- 105 89.7 25.9 | 54.4 2.2 70, 010 | 57.0 
Kentucky counties: 

Ew wxesitosse ce eiaieell 83 | 77.7 8.4 52.0 1.6 | 1, 496 | 73.3 
AU..-2.-} | 104 | 91.9 31.0 | 54.0 | 1.6 1, 070 | 72.2 
Barren. -.- ; 109 | 94. 4 | 19. 5 | 63.0 | 2.5 | 1, 680 | 52. 1 
Bath__.- ied 99 | 89. 2 20. 5 | 51.7 | 3.1 436 | 40.9 
Breckenridge-.-- Sasa 89 | 86.5 | 17.7 | 48.3 2.5 | 1, 037 | 60.0 
Es o6eeces . 120 | 92.3 34.9 63. 1 | 2.4 | 255 | 45.9 
BE aisebosense 82 75.3 11.0} 43.8] 1.3 | 675 74.8 
Caldwell. .-.-... baal 108 86.3 50. 3 49.0 Sh 505 65.5 
Calloway... oe 119| 93.5 22.9| 69.9 | 1.7 | 1, 000 | 65.4 
Carlisle - - - ae 106 | 93.9 33. 5 | 56. 6 2.1 | 320 | 64.0 
Carroll. ‘i a 119 | 89. 7 37.5 | 54.9 2.5 430 | 61.3 
Casey -- ®4 82. 5 5.4 | 50. 6 1.6 | 1, 425 69. 3 
Clinton en 64 71.9 1.4 | 32.9 1.2 | 910 87.3 
Crittendon ‘ 104 88.4 26.7} 53.8 | 1.4 410 | 66.3 
Cumberland _. * 74 | 82.4 | 3.9 38.0 | 1.8 772 | 73.7 
Edmonson... -. o* 82 82.6 5.9 48.6 | 1.2 610 | 78.0 
Estill “ 70 75.9 | 12.9 | 28.5 | 9 575 83.1 
Fleming es 114 89.5 | 28.7 66.0 | 3.0 675 | 40.3 
TIER conch saniy sonanit 119| 98.0] 60.4 69.5 2.8 | 180 | 42.4 
Garrard.......... 120 93.5 | 29.0 | 70. 6 3.0 600 | 40. 5 
Grayson. -- - 86 82.1 20.8 | 38. 7 a 1, 165 | 75.8 
Green iat eaite 89 86. 5 4.4 | 56.8 | 2.5 | 950 | 6. 7 
Hancock .....-- 115 | 87.8 30.9 | 64.2 | 2.6 445 63. 0 
Hardin a 112 90. 4 31.7 | 62.9 2.1 | 970 | 59. 4 
Hart eee 104 92. 4 11.9 | 63.9 2.3 | 1, 205 | 55. 5 
Jackson......... A 74 78.2 12.1 29. 6 1.0 980 | 81.6 
OS EE 115 | 93. 4 29.2 | 66.1 | 2.5 | 565 5. 8 
Lawrence......-... 74 88. 6 1.9} 34, 5 | 8 476 | 82.1 
Lee anes ‘ie | 44 70.5 1.4 11,5 | 4 | 265 94.3 
Lewis > eacehaa 86 82.4 9.0 | 51.7 2.1 639 7.0 
Lincoln oa | 101 91.6 21.1 6.9 2.5 816 52.9 
Livingston... --. ° 102 90. 1 20. 2 9.4 coe 236 55.3 
Logan 117 91.0 29.9 67.0 3.4 1, 125 55.9 
Lyon ne 107 89.3 11.6 68. 1 1.9 | 250 57.2 
McCreary. 74 71.5 9.3 42.6 3 56 77.5 
McLean 123 93. 6 24.3 77.6 3.2 407 47.8 
Madison 123 91.5 31.2 66.9 2.9 990 44.0 
Meade 113 95, 2 ad 58.9 2.4 430 4.7 
Marion % 113 89. 7 19.0 | 76.8 3.0 611 47.8 
Menifee 283 87.8 11.5 43.6 | 1.3 105 79. 4 
Metcalfe 8S 88. 6 13.8 | 45.8 1.9 | 1, 050 67.4 
Monroe 88 90.4 4.3 51.1 | 1.6 | 1, 241 76. 1 
Morgan 75 88. 7 6.1 | 28.8 1,2 1, 267 81.8 
Nelson 3 121 95.1 49.9 59. 7 3.2 496) 45.1 
Nicholas. - 7118 93. 1 34.0 72.6 2.8 450 87.1 
Ohio 101 87. 2 30.8 | 50. 1 1.4 955 69.8 
Owen 124 92. 1 25. 8 80. 0 3.0 555 | 37.5 
Owsley fi4 76.4 9.0 | 25.8 | 1.0 630 92.6 
Powell 2 83 89.6 3.2 | 38.3 1.2 250 | 76.9 
Pulaski 83 88. 3 4.6 45.7 | 1.3 2, 235 83.9 
Robertson 118 93. 2 16.7 75. 1 2.4 235 43.5 
Rockcastle - 70 79.3 cai 36.8 | 1.3 761 78.1 
Russell &5 85, 2 2.3 52.7 1.5 996 75.1 
Simpson... 121 93. 1 39. 3 65.3 3.7 | 615 50. 0 
Taylor 103 88. 2 12.7 66. 1 2.6 785 | 54.5 
Todd__.. 122 85. 7 34.6 67.1 3.9 640 48.4 
Trigg 109 93.9 18,2 59. 0 2.6 615 59.2 
Warren... 109 91.4 26. 1 61.3 2.6 1, 450 61.1 
Wayne 70 73.8 §.7 | 35. 6 1.6 1, 002 80. 6 
Wolfe 67 86.8 14.6 25. 4 11} 550 89. 3 


} Indexes of farm-operator family level-of-living (United States average for 1945=100). 
? Combined index covers Menifee and Powell Counties. 
* Combined index covers Nicholas and Robertson (not shown in this table) Counties. 


Sources: Level of Living Index, U. S. Department of Agriculture; other, U. 8. Bureau of the Census. 
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TasLe III.—Classification of 60 low-income rural counties in Kentucky among 
lists of United States counties with lowest level of living, highest percentage of 
low-production farms, and both, 1954 





Classification ! 


500 United States counties 








County | 
| With lowest | 
} levelof | 
| living index 
{ 
; 
| 
sacle ih ahs es hei nepeibigoomeskeourencibgiobars | x 
iat nd Cl tienen ies ennieioniadabcbe gin tnepiwedee RR ee 
see niall ae anata etqnnnimiieitibéha gee ensts -| 
Bath neneeenescecee eaaeebsosecnosousesasossocnsossoacs eles alike wad 
DRGOMTICGS. «... 0222 cen een nenees-==--~0- Senso snickge aml x 
ee hence nidadawa aan aomircmnmean peberapdaitinitamadsiitie neiilinb iit 
clash ale cc aniinck ale amiamiad ats kieanameiitip-citiae | x 
Caldwell_......-. ietetuawbnb chewed haa icine aie uacnidaenacelamtess Deg LE cs eke 
Calloway -.---- ees ance etiGeccuenngeenes mle i 
een bitin itinnsGwEn min eb sna nt sclesiaiedpieiaaen cc oce teas asia aie 
cE nck tnwewininytlbnstnrsopadeensenaeb Blo ee aaa 
alesis S epcgmanctatn ah a alhinnan tinge eenieien pina toninainsiin xX 
tel nenonansininineknermentannbapanny Mines aa 8 x 
oS eee gubadei siete clack tpipiatehieinliceeeasidiiees a coal 
ES  . pcncccnuncence dacdielieadiscuhieglaipad eieainteatieist aaa x 
SS a or enedeacnenedticnmmubnabanion | x 
ls Oe a eu eauansnaeihaanen wim bebe x 
an teat nati iomerdieests Se alicia waged ves eiphavtesin ind caee a tnivionel edie ee lead 
ee ae ies cre nnee kaka med rwue animus teneinn 
a aa icetoraniienial phn becoeaarh =e al 
EE iibtkipeistnateetidcreescrunsews x 
ah le hice tues nigh sie tain eh ebabnaaadaine ib tndecies Sessa tintin x 
EE ceca cane edbucmiainbameenst eee 
5660 ithwddasabeeadbnhacyedaaninnangcaeauneepn aang ee eatianteal 
at tnd nid cede iebatneaniadtincnKnanpikuencenmbnake See oe aos 
Sn <d6lt bhnGbns enn enh hceekts ecsusnbbetunnaebenee : x 
| Wide Meininahs imate aehinsee sense a al 
hs ands dene Crhgeeendenninas hae npen x 
i iitehi pt aiitnieebahihooianhesbawimneatey nie et | x 
in Rl eiecbinebibhneniiinawieuinamminin j x 
Lincoln am . eats 
call Ee on emaiedansaeiidrardg bun oenieneip at slants 
he a ah Sat cecmbbedieawhnuaiie snes phe 
Ec ncgapbipncwes ia Nieie iriieiloiaiasiga Atala ania & 
es SKU ob kaw ae aksianennniGwennnebnbh ies ee 
Tt one naa ribbntiphwainepeahnennidnee | 
NN css een dein aphnounsseeeneses 
Meade 
CE a ee Se aera a, 
Ss ip euenen xX 
IS ote i nc nee weali eb ail xX 
he on nak co ecceca ae wuerséineneons xX 
Morgan Sk inpssciisiace ikea latencies age xX 
Nelson 1) EAS 2 ee isc Siggs ce ein dacs Shs at lik wail tstichatas eos ae ak 
Nicholas__...--- sisi casein tad : 
a etn ee 
SE inte a ce tniinmbibeenbenmmbreneue s 
Owsley a ae a ee ieee xX 
SP Sa a ae a xX 
iin a dade ae eenee xX 
7? ar seeebene id 
Rockcastle___--. becca al a x 
Buseell........ stogakmiaeiginh xX 
ne cin win bctetetg 
tee a unset atm owwemamessne en 
Cee a a a adeies 
i chidatieteeandiuaint teats oc ees 
we ionrissciaiel 
i nn ae eeiaeeoes xX 
shade x 








315 United 
States 
counties 


| 
With highest | falling into 


percentage of 


farms having | 
gross sales of | and low farm 


both low 
living level 


less than | sales lists 
$2,500 
x | x 
x a . . 
“Seercececeese i ce ee oeeece 
hints = | “_-- 
——- a x 
x x 
x | Eee 
x } x 
: x 
x x 
= x 
Se _ | sagas 
ae gernnonn|omnennggnnonnn 
x x 
xX | xX 
xX | xX 
xX x 


bdddd! be 


mrs 


rod! | 


bee 


1 X indicates that county is included in specified lists. Lists were prepared under direction of Sara A 
Levitan, Legislative Reference Service of the Library of Congress, to provide information on low-income 
rural areas which would be eligible for assistance under a comprehensive Federal-assistance program aimed 
to alleviate underemployment. (Federal Assistance to Labor Surplus Areas, report prepared at request 
of chairman of House Committee on Banking and Currency, 1957, p. 31.) 


Source: U. 8. Department of Agriculture. 
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Area REDEVELOPMENT Faor SuHeet No. 4 
MEASURES OF DISTRESS; UNEMPLOYMENT AND UNDEREMPLOYMENT 


The area redevelopment bill (S. 964) introduced in the 85th Congress by Senator 
Paul H. Douglas seeks to provide assistance to communities, industries, enter- 
prises, and individuals in areas needing redevelopment to enable them to expand 
and adjust their productive capacity. Areas requiring assistance are communi- 
ties in which either of two sets of conditions exist. The first group are those that 
have suffered an economic setback from the closing of mills or mines, or the 
contraction of industry. They have lost some locational advantages to other 
areas so that industries have moved out or are not moving in. The other group 
are communities, rural or urban-rural in character, which do not provide adequate 
employment or income opportunities for their residents. 

The proposed legislation for area development is designed to help both types of 
areas, urban areas which have suffered the loss of industry or economic base, 
and rural or rural-urban areas which never have enjoyed adequate economic 
opportunities. Unlike previous Federal legislation which has sought either to 
develop specific types of resources or activities such as water resources, electric- 
ity, rivers, airports; or has attacked specific economic problems such as housing, 
water pollution, urban slum areas, or floods, the present legislation is aimed 
primarily at helping specific areas in their total redevelopment. It does not 
prescribe a specific program or plan of economic rehabilitation or growth, but 
allows for the design of a program adapted to the peculiar needs of an area. 

This program proceeds from the premise that developmental aids shall be given 
primarily to the chronically distressed communities, i. e., those in which there 
has been a persistent decline in economic activity or those which have not enjoyed 
adequate economic development to assure employment or adequate standard of 
living for their inhabitants. 

With new economically productive areas becoming scarcer and scarcer, the 
preservation of existing land resources must be considered. We can no longer 
speak casually of people moving on to other areas at a time when even the newer 
ones are becoming fewer in number. Moreover, the great amount of social and 
public capital needed to organize modern living and provide people adequate 
facilities precludes our scrapping built-up communities with the vast amount of 
social capital already invested in them. It is, therefore, wiser for us to consider 
methods of rehabilitating and redeveloping these communities. 

Since this redevelopment program is designed to aid the more permanently 
distressed and underdeveloped communities, some factors must be identified 
which would allow for careful selection. In designating these measures the 
administrators must retain sufficient freedom to provide assistance to areas 
which are obviously distressed but which do not necessarily fall into the pre- 
scribed categories. The type of community which should be eligible is one which 
is chronically distressed and which cannot anticipate that normal economic 
forces will assure adequate expansion of employment, activity, or economie 
returns to the producers. The proposed legislation is not directed to provide help 
to areas afflicted by seasonal, temporary, or cyclical reverses. At times these 
communities may benefit from the use of such measures to improve their economic 
base. But the purpose of this legislation is to aid primarily in the redevelopment 
of areas which have suffered long-term economic reverses and which must depend 
upon the considerable rehabilitation and redevelopment of the physical and human 
resources within the area to establish a base for self-generating growth. 

The legislation is designed to help the community redevelop at least to the 
point of eliminating substantial unemployment and correcting excessive under- 
development. Beyond that point it becomes the responsibility of the community 
and the Nation to carry through their program of economic development. 


Unemployment as a measure of distress in urban areas 


The communities which are classified as distressed or excessively underde- 
veloped areas must be scaled to establish a priority for assistance. The common 
approach in industrial societies where persons are employed primarily by others 
is to measure the degree of unemployment. In urban societies, this approach is 
adequate. Economic decline can be gaged by this test. The bill, therefore, uses 
the ratio of unemployment to labor force as a determinant of the degree of distress 
in industrial areas. It provides that “industrial areas’ must be classified as 
an industrial redevelopment area if it meets any one of the following three tests: 
“‘(a) Not less than 12 percent of the total labor force in the area has been unem- 
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ployed for a period of 12 months immediately preceding the date on which an ap 
plication for assistance is made; (06) not less than 8 percent of the labor force in 
the area has been unemployed for a period of 15 months out of the last 18 months 
prior to such date; or (¢) not less than 6 percent of the labor force was unem- 
ployed during at least 8 months in each of the 2 years immediately preceding such 
a date.” 

The Bureau of Employment Security now classifies areas as having “substantial 
labor surplus” when the ratio of unemployment to the labor force in a labor 
market is 6 percent or more. It is, therefore, appropriate on the basis of this 
experience to use this measure as a test of distress, particularly when this, or : 
higher, level of unemployment persists for an extended period of time and when 
the cause for the persistent labor surplus is not seasonal or a temporary factor 

The existence of such labor surpluses is now regularly reported for 149 major 
labor markets in the United States. These labor market areas consist “of a 
central city or cities and the surrounding territory within a reasonable commuting 
distance.” Each has been found to be an economically and socially integrated, 
primarily urban, geographical unit within which workers may readily change 
their jobs without changing their places of residence. The major labor market 
has at least 1 central city with a population of 50,000 or more according to the 
1950 census. These 149 labor market areas account for 33 million nonagricultural 
wage and salary workers, or 70 percent of the total (table I). 

The second category developed by the Bureau of Employment Security consists 
of “smaller labor markets,” which have a labor force of at least 15,000 and a 
nonagricultural employment of at least 8,000, and which are not primarily 
trade or service centers. The exact number of these areas has not been estab- 
lished, since the Bureau of Employment Security has listed smaller labor markets 
only when they have had a substantial labor surplus. To provide a more complete 
measure of these areas, we have assembled the data for several representative 
States from the State 2mployment security agencies. 

We have found the number of smaller labor markets to be as follows in the 
several States ( table II) : 

Number of 
smaller 


State: labor markets 
Alabama - satel a enh tI ES ih bien ae date pee os 13 
ES Fn SS th i breed ali sb ideas een ‘ 7 
a ee ea. Sale aed aki Sitcoms se ne meeeet. oth es 22 
I 9 le oa las oh ta ph bass cia neve canes gn accleeadleashoa tlie seosienlcika gee eu. 4 
Virginia BOSE be eke eee ec ees oes. Je eee 41 


The definition used by the Bureau of Employment Security to delineate “smaller 
labor markets” is arbitrary, having been developed for administrative purposes. 
There are, in addition, “very small areas,” which are urbanized areas that do 
not meet the size requirements for classification as “smaller areas.” There are 
no regular reports for these areas but individual State employment services have 
developed reports on labor market conditions when a request is made locally 
by an employer who seeks certification under the Federal program for procure- 
ment preference to distressed areas. Information on these “very small labor 
markets” has been obtained only for two States (table III). 

An additional measure of the degree of severity of unemployment in isolated 
areas not included in labor markets covered by regular BES reports is a survey 
of counties with a labor force of less than 15,000 and not included in labor 
markets on which regular reports are made and in which the average family 
income level is not necessarily low. These areas are truly distressed and would 
be eligible for the assistance contemplated by this legislation. The Department 
of Agriculture has classified them on the basis of the 1950 census. . The list 
consists of 31 counties in which 9 percent or more of the labor force was unem 
ployed in 1950. They had a high proportion of rural nonfarm residents and were 
located in the western and northernmost parts of the Nation. Some were boom 
counties in the 1940's. Others had been declining in population, and the high 
degree of unemployment reflected longer term conditions (table IV). 


Low income as a measure of distress in rural and rural-urban areas 


Outside of the urban areas, whether they be major, smaller, or very small 
labor markets, there are the large rural and rural-urban areas. Here unem 
ployment is not an appropriate measure of distress. The people are either 
self-employed on farms, employed in trading or service centers, or work on farms. 
Unemployment does not usually provide an adequate measure of economic dis- 
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tress, Since these people generally are able to continue working but they are 
affected by having to work less regularly and earn lower incomes. Nonfarm 
residents in these communities are likely to do some work around farms when 
they lose their regular jobs. While they are technically employed, their incomes 
will have dropped considerably. Many persons, particularly women, who ordi- 
narily might look for jobs if they were located in an urban area, would not be 
seeking employment in these areas, since there are no jobs available. These 
persons are not counted in the labor force since they are not looking for jobs. 
As a result, unemployment is not a good test of distress in these areas. 

The significant measure of distress in rural areas is underemployment, which 
has been defined as “employment in jobs which (occupy) only a part of the 
workers’ available time or permit only partial utilization of their capacities. 
The latter form of waste of human resources is sometimes called ‘concealed’ or 
‘disguised’ unemployment and may be created by any of the conditions which 
produce total unemployment, including structural maladjustments, cyclical fluetu- 
ations, Or persistent deficiency of the general demand for labor” (National 
3ureau of Economic Research, The Measurement and Behavior of Unemploy- 
ment, p. 156). 

Statistics are not available on underemployment. Since underemployment is 
reflected in low income levels, family income data on rural areas are the best 
available measure of the prevalence of this condition. This principle was 
adopted in the proposed legislation. The Administrator is directed to desig- 
nate as rural redevelopment areas those rural areas in which he determines 
that there exists the largest number and percentage of low-income farm families, 
and a condition of substantial and persistent underemployment. In making 
these designations, the Administrator is required to consider, among other rele 
vant factors, the number of low-income farm families in the various rural areas 
in the United States, the proportion such low-income families are to the total 
farm families of each area, the relationship of the income levels of farm families 
of each areas to the general levels of income in the area, the current and pro- 
spective employment opportunities in each area, and the availability of farm 
manpower in each area for supplemental employment. The bill provides that 
the maximum number of counties that may be designated as rural redevelop- 
ment areas at any time is limited to 300 for the United States and to 15 for any 
one State. 

In order to delineate such low-income areas, the United States Department 
of Agriculture prepared an analysis of all counties, excluding those covered by 
the major and smaller, labor-market areas reported by BES, and those having 
a civilian labor force of less than 15,000 persons in 1950. Most of the remain- 
ing counties are either entirely or predominantly rural in their population, al- 
though some of them belong to very small labor markets. The Department then 
determined upon a critical median income level for families and unrelated in- 
dividuals in 1949 for determining whether the county shall be classified as “low 
income.” It sets this median income as $1,750 for urban population or $1,500 
for rural nonfarm population or $1,250 for rural farm population. Moreover, 
it further stipulated that the median county income for families and unrelated 
individuals in 1949 must be less than $1,600 if the county had both urban and 
rural population or less than $1,400 if the county was entirely rural. These 
minimum income levels “were chosen (because) it was felt (they) were so low 
as to produce a conservative estimate of the number of low-income counties and 
preclude objection that the income level might be adequate for family living. 
The sliding scale is designed to reflect in rough measure the greater income in 
kind received by farm or rural people than by nonfarm or urban people.” <A 
number of counties were excluded because the lowness of their income level 
could be attributed to the presence “within the county of large numbers of (a) 
persons of low money income not fully dependent on such income for their 
living, such as college students and military personnel, or (0) retired persons 
for whom reporting of income in the census is thought to be not over 50 percent 
complete.” 

As a result of the above criteria a list of 762 counties of very low family in- 
comes was developed. Of these, 390 were completely rural in 1950 and 369 had 
some urban population. Only 16 were over 50 percent urban. While they had 
low incomes the unemployment rates in these areas were low, indicating that 
this is not a meaningful measure of the condition of the economy of a rural or 
rural-small-town area. Only 53 of the low-income counties in this list had un- 
employment of 6 percent or more. Four hundred and fifty-nine had unemploy- 
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ment of less than 3 percent. Only 27 had rates of unemployment of 8 percent 
or higher. These were primarily located in the States of Illinois, Michigan, 
Missouri, New Mexico, and Texas and in many cases these counties might be 
included in “very small labor markets” (table V). 

Another set of criteria for measuring economic distress in rural areas has 
been developed by the United States Department of Agriculture in terms of the 
gross income of commercial farms and the levels of living of farm operator 
families. The Department classifies as commercial farms those operated as 
farm businesses with the primary purpose of providing the major source of in- 
come and employment for the farm family. They include all farms with sales 
of farm products valued at $1,200 or more and farms with sales of $250 to 
$1,199, provided the farm operator did not work off the farm as much as 100 
days a year and provided sales of farm products exceeded income of the farm 
family from off-farm sources. The county level of living index developed by 
the Department of Agriculture is designed to reflect the average level of cur- 
rent consumption or utilization of goods and services of farm operator families. 

Fact sheets are being prepared for rural areas in various States, showing the 
prevalence of underemployment, as reflected in the low levels of living of farm 
operator families and low value of products sold or traded per farm. These 
areas are further analyzed according to whether or not they include any urban 
places, i. e., places of 2,500 inhabitants or more. While comprehensive listings 
of “very small” labor markets are not available, it is evident that many such 
labor markets are included in rural areas. 

The significance of areas which are excluded from the Bureau of Employment 
Security classifications of major and smaller labor markets is illustrated by 
the following figures for several States on the proportion of the State’s counties 
and 1950 population accounted for by such areas: 


Percent of State total 
State and type of county ! See ee CO a eo 


| 
| 

| Number of | 1950 popu- 

i. 








counties lation 

Alabama: | 
IN aed) cb he iiddedueedhnatcsimeehisnca pease 47.8 | $1.4 
I ain cian dah cra opadabignih peak mieinnee 25. 4 | 11.3 
Mh Sait a ea ede cate aos 73.2 | 42.7 
Arkansas: | =? i Geen = 
rE eo eno s usc oasrerstadee ; jenkivenecantinn 56.0 53.9 
Without urban places... ----- ikadh bootie : pwonttawdanutnns 33.3 | 14.8 
ik ites iinitekchercp sisi seaghiditeedimbeahkle Sadie tit am cinindawhinnianen 89.3 68.7 
Illinois: see ee . 
I i init nian aan hesneecntaawal 41.2 15.1 
Without urban places-...---.. scan agen aaiee mami va psec ioeeseriienittons 12.7 | 1.6 
MR ire hatha beth ae prcieeh ti dick ak ticb bwin csiaceat 53.9 | 16.7 
| — | —— ——= 

Kansas: | 

Se RN NN 5 oe ain ci eedwcnwscslinwces oitweninns 45.7 54.9 
Without urban places. ...-. devas austin llhikin Haein tree icin bh cise initia aaa 47.6 17.7 
bc satka woe oreraininn Pxawtvepdaaneses = saree 93.3 | 72.6 








. 1 Counties excluded from major and smaller labor markets as defined by the Bureau of Employment 
ecurity. 
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In certain urbanized States, such as Connecticut and Rhode Island, all of 
the counties are covered by major and smaller areas as defined by the Bureau 
of Employment Security. In New Jersey, all but parts of two counties are 
encompassed by official labor market areas. 


TaBLE I.—Nonagriculiural wage and salary employment in the major labor 
market areas of the United States, November 1957 















































State and area Thousands State and area Thousands 
I ang i ecanntiemictesnananes +297. 0 | Georgia—Continued 
—_— Augusta-Aiken ~ 59. 8 
Birineham oncucccnnne 202. 3 CE cr cecnasinenen Biante 47.7 
IID is scivnses ctitciadesaciecencs 94.7 SS ae 55. 9 
—— TRUNNION 5 cncisccacssianashobinaiiant 56. 2 
NI oa aie as he cee 1137.3 
———— | Hawalii ~--_-__-_--__-_____- 1122.4 
EDD os iccstcssimaiemtbaiaiaiee 137.3 oumceemeenesinogaronh 
== PIEIG  cccbesccnmtabiaed 122.4 
cl 775.0 ——— 
ID | Sictasccsecnactaeg ss cocssessbecconns 12, 797.4 
Little Rock-North Little a 
MMNPEL ci cnacs pimieiceeucmeies 75.0 TIE | cccscscciiteimctndieteaiaias 36. 7 
= iia aia stein iets 2, 447.2 
RN aie rts *3, 927.4 Davenport - Rock Island- 
MINI ‘ice:ictecchecsis eplaskeeieiog 89.5 
ERR oe am 77.8 GES ni aca teas. sun eoae 50.1 
Los Angeles-Long Beach. 2,179.3 ea 99.1 
CTRIAOIEO ~~ cc ccasasamietcenns 135. 8 SIE cicictecersiancenepiceratecstes 74.8 
San Bernardino-River- 

I at eee Bene i RII ocean ia ec atc, 1558. 2 
ge 221.4 — — 
San Francisco-Oakland__ 945. 0 MPI se cisinb it ie etl 68. 1 
eee ne nS ee 136.9 Lt a 78.0 
IIE oc ec 58.1 | | | 293. 4 

ss Ne ee 83. 6 

ee CLASS ee 1978.3 Terre Maule... oc. 35.1 
II ociccscnceeianniaewas ee *144. 4 
OOO og ook 1665. 9 | Oedar Ranids...-........ 43.8 
achsinilisieaadliai a See 100. 6 

RIES Sic cosiicc te nupencnaoen 123. 9 — 
ae ET TE cicintitiiecceisnnninciasniiclls ee 
INOW TetGhil cnwensemnne 42.4 —— 
Now:  Bieven.s: =... 5. 128.3 TRIES: «-acicsesienh cctsiinad cin aoe 132. 4 
Stamford-Norwalk —___- 86. 4 | — 
Weteteaty .22)2.2...: Oe. as ON ak nine cemnadmns 1943.7 
UMN ane on tie Se 1429. 0 MMII ccictcinssigsntscncdbbicns 243. 7 
Wilmington ~......__-_- SU: OC aL, itkccnandedieencwae 1428.4 
District of Columbia_______- +660. 0 Baton Rouge_.-.----__ 71.8 
biden Saccsclunetiin New Orleans... .oc.. 20. 286. 3 

Fe RIOD eiiiiiiniictctinn 660. 0 phrevenort ....<<... 50a 70.3 
Florida Seseneawsenaeeeonsoasesd $ 589. 7 Maine a i ea 1 52. 6 

rnke + > € r 
Miam! s-----v-- gg ‘Portland ---.---_-_____ 52.6 
‘s -St. P ei 72. on eer 
Tampa-St. Petersburg-- 172. 8 Meostend .c-s 1 609.0 

ie a oo as 1565. 2 ae _ 
es fen DRIUUIONG 5 cisions 609. 0 
PON siticsccc tata cicada 846. 6 _—_—_ 


See footnote at end of table. 
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TABLE I.—Nonagricultural wage and 


salary employment in the major labor 


market areas of the United States, November 1957—Continued 














State and area Thousands 
Massachusetts ~.._...____.. 71, 488.5 
meneee = SS es et 980. 1 | 
Brockton ~~ aeieghiieietioed 45. 8 | 
TO oo 44.9 
Ree 2s ce 47.7 | 
Bene Sec 3 oS 45. 0 
New Bedford —_-~._-._- 53. 9 | 
Springfield-Holyoke —__- 164. 5 | 
were 22455->.4 =. 106. 6 
Michigan ____ ecoeeest ees 
Battle Creek eee tS 43. 6 | 
Se oe as | ee 
I ee 130. 9 | 
Grand Rapids oe 114. 7 | 
TS : 51.3 | 
cane 75. 0 | 
| ing aR, SESE 46. 5 | 
ND ee abies 56. 5 
I ad 7569. 6 
Duluth-Superior —- ---~-- 57.1 
Minneapolis-St. Paul__-- 512.5 
UE cn *57.4 
BI Aric soc sivcachoaicilicesceibamnen 57.4 
I Sees +1, O98. 6 | 
Kansas City_--- = 366. 5 | 
I 732. 
Nebraska nie - “150. 7 
J Es Sano 150. T | 
New Hampshire___- 141.3] 
Manchester cee : 41.3 
New Jersey.__...._______-_ *1, 466. 6 
Atlantic City_____ : 43. 4 
I ic csc cia eed 768. 2 
ee ee 403.3 
Perth Amboy__- be 118. 2 
Trenton ei 133. 5 
New Mexico__________- whew, *Gi.5 
Albuquerque __-_- ; 67.8 | 
NG as pieced ci esta ci 15, 350.8 


Albany-Schenectady- 


oy .... ¥ 206. 7 
Binghamton __ 3 78.3 
OS . 451. 7 | 


See footnote at end of table. 


State and area Thousands 
New York—Continued 

= New York : =e 4,138.6 
Rochester —___-_ , 226.3 
Syracuse —__._--- 146. 4 
Utica-Rome __ 102.8 
| North Carolina kick se *318. 0 
Asheville 36, 7 
Charlotte bia tetieccad 91.5 
Durham __ ee 37.7 
Greensboro-High Point 85. 3 
Winston-Salem , O7. 4 
Ohio “2 328.3 
Akron ae 180.8 
Canton : s Ra¥.2 
Cincinnati __ O77. 6 
Cleveland ke 697.5 
Columbus ___~_ sf 250. 8 
Dayton é ven elisa 
Hamilton-Middletown 60. 4 
Lorain-Elyria ....._--- 54. 4 
Toledo ae ae 173.9 
Youngstown . 198. 6 
Oklahoma wx 271. 0 
Oklahoma City 144.3 
Tulsa dish i 126. 7 
| Oregon a 249), ? 
| Portland ____. 249, 2 
Pennsylvania : * 3, 260. 4 
Allentown-Bethlehem 177.5 
Altoona a 41.4 
| Se i 78.6 
Harrisburg ___ 141.7 
Johnstown .- 80. O 
Lancaster Fe 86.3 
Philadelphia aciseiea 1, 459. 7 
I fc 833. 5 
Reading - “a 98. 0 
Scranton : Ke 78.5 
Wilkes-Barre-Hazleton 104.5 
York ‘ : 80.9 
Puerto Rico . 164, 4 
Mayaguez 18.9 
Ponce — : wae 
| San Juan b 123.3 
Rhode Island__- * 974.0 

| ‘ ms 
| Providence 274. 0 
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Taste I.—Nonagricultural wage and salary employment in the major labor 
market areas of the United States, November 1957—Continued 











State and area Thousands State and area Thousands 
South CALOURE <.<csnencnen 295. t VI | ccciteiccms acuta aleta 1438. 2 
Charleston _..__--. * 56. 0 Hampton-Newport News- 
Greenville eee 62.0 TOE A ics ss evteinsitesinch es armies 56. 1 
Norfolk-Portsmouth  —- 159. 9 
Tennessee sisaapeodaen Richmond ......... 166. 6 
— Si ae ie Ra 8 55. 6 
Chattanooga ae 91.1 — 
Knoxville DA Melee 112. 6 | Washington t es 1479.8 
Memphis ; 189. 1 | - 
Nashville oes J 138. 9 | Seattle a settee 330. 0 
— | Spokane —__- re 75.0 
Texas . aie 2s ea” eS Tacoma 74.8 
Austin : 59.9] West Virginia__.._______- 977.5 
Beaumont-Port Arthur 76. 6 —_—__—_— 
Corpus Christi____-~- mG. O Charleston cpiilameteriiae 92.9 
Dallas ; ee ihienegieta nad 300. 8 Huntington-Ashland ~ 70.5 
ee ns cs 69. 7 Wheeling-Stubenville _ 114. 1 
Fort Worth_____- < 163. 3 | 
Houston 386. 2 | Wisconsin sae a 1577.5 
San Antonio__- 162. 6 | — 
= Kenosha iat aie 24. 6 
BNI etcrees artes cece tee ae 7122.9 | EEE AN 57.5 
- | Milwaukee en Saba 452. 7 
ee! Le, 122. 9 | Racine — aceie ree 42.7 


Total of major labor market areas in the State. 


Source: U. S. Bureau of Employment Security and Bureau of Labor Statistics. 
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TasLe II.—Smaller labor market areas in selected States* 


Nonagricultural wage Nonagricultural wage 
and salary employment, and salary employment, 
State and area Mareh 19532 State and area March 1953 * 
Alabama : Illinois—Continued 
Alexander Oity........... 8, 400 Oy a ee 20, 500 
a cc ace 21, 500 NR Ae. SE: 27, 300 
EIR ae aE eel 8, 900 a  aaen 21, 200 
I ee 7, 400 Ne a ada Rccia 10, 800 
Florence-Sheffield ~~ 16, 300 ea 15, 400 
NN ees 22, 500| Barrissare ........-<..-. WO, 
UMNO, reese 10, 300 Herrin-Murphysboro-West 
|) aR Sa nore 7, 300 RNIN sn esos otc ae patents 30, 500 
ON or rt 30, 100 NNN ooo Scene 16, 000 
er ee 7, 000 | OR ee a | ee 
I ate te eee 7, 900 | DUNN coe ics ee: 9, 400 
ne ee 13, 600 | aie. Ce 
MNEED  iiilcscwtwaene 16, 300 | Mount Carmel-Olney____.. 10, 400 
Arkansas: Mount Vernon__---------~- 12, 100 
I sic cia ikea bo 5, 600 I speck cae Sl 30, 100 
Camien. —.......- eae 9, 300 RINE foe se Saas . 16, 300 
TN _ 10, 800 Springfield _......_.__._._._._.. 89, 000 
aac ok clin sn 6, 800 | Sterling-Dixon eee 
I I cesar 18, 000 | Waukegan -__-__.---_-__. 44,400 


Helena-West Helena______ 


4, 800} Kansas: 


RN ccc a, 13, 800 Coffeeville-Independence- 

Illinois: NER aes Os i ee 
Bloomington ___-_-_______ 15, 100 | Hutchinson _____ ae 11, 725 
EET Searels eee 7, 000 | Pittsburg ~~ 10, 202 
RENNIE iss nctaccntaepeieialineines pe 100 | Topeka Doe arigeticette 26, 073 
a 16, 800 | 


1 Labor market areas classified as ‘‘smaller areas,” 1. e., having a labor force of at least 
15,000 and nonagricultural employment of at least 8,000, and not part of a “‘major area” 
(labor market area surrounding a central city with a population of 50,000 or more, accord 
ing to the 1950 census). 


* Reported by employers covered by old-age and survivors insurance. 


Sources: U. 8S. Bureau of the Census and Bureau of Old-Age and Survivors Insurance 


Tas_e III.—Very small labor markets in selected States’ 





} 
State and area Date | Popula- State and area | Date Popula- 
} | tion | tion 
<a a CE ee” ae | ae esi eiecac 
| 
Massachusetts_........__- 1950____- Massachusetts—Continued | 
Athol area. ‘ Gatun set 32, 214 Great Barrington area : itatan 14, 671 
eae 51, 209 Plymouth area feces | 25, 490 
Clinton area___- ath a 18, 054 New Jersey ...--| July 1955-._| 
Gardner area. .........-.|- AE 31, 875 | Flemington area ? cieuben } 26, 732 
Gloucester area... --- oc wenvedewmel 34, 060 | Wildwood area ?_......- ‘ -| 33, 173 


' 


! Areas with labor force of less than 15,000 and nonagricultural employment of less than 8,000. 
3 Area served by Employment Service local office. 


TaBLeE III-A.—Very small areas of substantial labor surplus certified by local 
public employment offices under amendment No. 1 to defense manpower 
policy No. 4, September 1955-Apr. 7, 1958 


Name of area: Area definition 
Alaska : Ketchikan -. Part of Ketchikan district in first judicial division, 
Alaska. 
Arkansas: Helena- Phillips County, Ark. 
West Helena. 
California: Crescent Del Norte, Calif. 
City. 
Florida : 
Apalachicola ... Franklin County, Fla. 
St. Augustine .. St. Johns County, Fla. 
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TABLE III-A.—Very small areas of substantial labor surplus certified by local 
public employment offices under amendment No. 1 to defense manpower 
policy No. 4, September 1955-—Apr. 7, 1958—Continued 


Name of area: Area definition 


Source: U. 
Review and Analysis 


Illinois : 
Macomb 
Taylorsville -.--. 

Indiana: Petersburg- 

Maine: 
Calais-Eastport— 
Rockland 


Maryland: Crisfield- 


Massachusetts: 
CHOCO cnnwinwas 
Gardner 
Great Barring- 

ton. 

Michigan: 

County. 

Missouri : 
Cabool 
Caruthersville —- 
Versailles ....-- 

Montana: 

Roundup —------ 

Scobey - Flax- 
ville - White- 
tail. 

Nebraska : 

BOAO cicnnex 
Blair 

New Mexico: 
Deming 
Las Vegas 
Raton 

North Carolina : 
Bryson City --- 
Murphy 
Roxboro 

Oklahoma: Poteau — 

Oregon: 

TOE ics ei dceics 

Gold Beach 

MeMinnville 

St. Helens 

Tillamook _..__ 

Toledo 
Tennessee : 

City. 

Texas: 
0 
Karnes City -.-. 

Uteh: Price ...ccsn« 

Vermont: St. Johns- 

bury. 

Washington: Ellens- 

burg. 


Gogebic 


Tracey 


McDonough County, Ill. 
Christian County, Ill. 
Pike County, Ind. 


Part (east) of Washington County, Maine. 

Rockland and contiguous towns in Knox County, 
Maine. 

Somerset County and election district of Worcester 
County, Md. 


Towns of Clinton, Lancaster, and Sterling in Worces- 
ter County, Mass. 

Part (north) of Worcester County, Mass. 

Part (southwest) of Berkshire County, Mass. 


Gogebic County, Mich. 


Texas County, Mo. 
Pemiscot County, Mo. 
Morgan County, Mo. 


Musselshell County, Mont. 
Part of Daniels County, Mont. 


Gage County, Nebr. 
Washington County, Nebr. 


Luna County, N. Mex. 
San Miguel County, N. Mex. 
Colfax County, N. Mex. 


Swain County, N. C. 
Cherokee County, N. C. 
Person County, N. C. 
Le Flore County, Okla. 


Clatsop County, Oreg. 
Curry County, Oreg. 
Yarnhill County, Oreg. 
Columbia County, Oreg. 
Tillamook County, Oreg 
Lineoln County, Oreg. 
Grundy County, Tenn. 


Comanche and Erath Counties, Tex. 

Karnes County, Tex. 

Carbon and Emery Counties, Utah. 

Part of Caledonia, Essex, Orleans, and Washington 
Counties, Vt. 

Kittitas County, Wash. 


S. Department of Labor, Bureau of Employment Security, Office of Program 
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TABLE 1V.—Percentage of civilian labor force unemployed in 1950, in medium or 
high income counties with high unemployment, among counties excluded from 


official labor market areas in 1957 * 


Percent of labor | 
force unemployed | 


State and county 


Avinona : Goakbam.............. 9. 


California : 


1 


alia nies dicacantneistaetbiiiuiaieces 12.8 
Se en 10. 2 
i ies tainaenit 13. 6 
a a ceil 10. 8 
i i ea neat 10.3 
cad ta nensinicprnentepitns 11.7 
I acces che cesta 10.9 
i naan 13.8 
Colorado: 
asa cine teccnanenininin 13.5 
aie hk catetetensisiteneiliiines 9.3 
Idaho: 
SSSR eee 12.8 
shes 18, 2 
Michigan : 
Ee 12.9 
a 9.5 
i 13.9 
eee 9.3 


Percent of labor 


State and county 


Mississippi: Jackson__.....__~__ 15. 
Montana : 

el 13. 

a 1. 

a 10. 
New Hampshire: Belknap___--- 10. 
New Mexico: Guadalupe_______- 11. 
New York: Hamilton........... 14. 
North Dakota: Rolette_________ 11 
RPE E 5 ROI ona csdsacareuieenmiane 9. 
Utah: 

| a a eee 10, 

i ai a 11. 
Washington: Franklin_-_-__-___ 10. 
Wisconsin: 

NS ot oe i 

I iia ae 10. 


1“Medium or high income” is defined as follows: 


1. Median income for families and unrelated individuals in 1949 was less than (a) $1,750 
in the urban population, or (0b) $1.500 in the rural nonfarm population, or (c) $1,250 in 


the rural farm population : or 


force unemployed 


1 


“lI 


6 
0 


») 


0 


6 


0 
9 


- 


pe 


2. Total median county income for families and unrelated individuals in 1949 was less 
than $1,600 if county had both urban and rural population or less than $1,400 if county) 


was entirely rural. 


Sources: U. S. Bureau of the Census and Department of Agriculture. 
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TABLE V.—Distribution of low-income counties having a labor force of less than 
15,000 civilians in 1950, by State and percent unemployed * 


{In percent] 
———— 


State Under| lto | 2to | 3to | 4to | 5to | 6to | 7to | 8or | Total 


l 19 | 2.9 3.9 4.9 5.9 | 6.9 7.9 | higher 

! Fy es ore ere pee ere pot 

Total, all States 47 206 205 | 133 82 36; 14 11 | 27 761 
Alabama : 2 2} 193) “10:1 -@ eA eos Gi Sak 44 
Arizona. - . laos = a cabins l 
Arkansas. i 2 7 |} 9; 21 14 | 3 | 2 1 1 60 
Colorado. i | sant 1 I 
Florida... : 2 S.; fh 7 | 2 hex 1 ; 31 
Georgia. - 12 45 | 35 hi Maly sok 1 | ] 119 
Illinois selece puee eege = 1 | 2 3 
Indiana. . Sac] a 1 | i}. 2 
Iowa----- widat oles sfns Ridicule kehciebeedhebenas l 
Kansas 2 1 -~ at Sa 3 
Kentucky. 5 16 | 7 10 4 3 1 1 57 
Louisiana - - . 1 | 4/ 11 | 2 2 oes 35 
Maine : soles : . l oes l 
Maryland ; 2 1 =x 3 
Michigan | | 1} a 4 5 
Minnesota - 1 | ! 
Mississippi 5 2%) 21 8 4) 2 ig 1 68 
Missouri - 2 25 | 18 | 5 2 | l j l 4 5S 
Nevada lean 7 1 l 
New Mexico | 2 2 2 1 3 10 
North Carolina z 3 12 ll 4 4 2 l 37 
Qbio....., ‘ X ° 1 2 eae 3 
Oklahoma . 3 | 8 7 6 | Bane wie 26 
Pennsylvania ; : 3 | Bebiii 3 
South Carolina l 6 | 6 3 1 sale a 17 
South Dakota 2 | 1 |} 4 
Tennessee. 4 13 19 14 5 6 3 i 65 
Tae... 2 14) 15 6 7 3 ‘ | 2 | 7 56 
Virginia_. 3 ll} 6 6 5 3 | 1 Bec tes 35 
West Virginia l | 1 4 © tees 1 | Seale ints il 


Counties not designated as a labor market area by Bureau of Employment Security and fulfilling on 
the following cri/eria: 
1. Median income for families and unrelated individuals in 1949 was less than (a) $1,750 in the urban 
population, or (() $1,500 in the rural-nonfarm population, or (c) $1,250 in the rural-farm population; or 
2. Total medi: n county income for families and unrelated individuals in 1949 was less than $1,600 if county 
had both urban and rural population or less than $1,400 if county was entirely rural. 


Source: U.S, Bureau of the Census. 
AREA REDEVELOPMENT Fact SHEET No. 5—CONNECTICUT 
I. LABOR MARKETS IN CONNECTICUT 


The entire State is included in 16 labor markets, 6 of which are major and 
10 of which are smaller : 


A. Major B. Smaller 
Bridgeport Bristol 
Hartford Danbury 
New Britain Danielson 
New Haven Meriden 
Stamford-Norwalk Middletown 
Waterbury New London 
Norwich 
Thompsonville 
Torrington 


Willimantic 
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II. DISTRESSED LABOR MARKETS: DANIELSON 


A. Extent of unemployment 


One labor market has had a labor surplus for a period long enough to qualify 
as a distressed area under the Douglas bill. Danielson has been a surplus 
labor area since March 1955 as a result of the closing of a number of textile 
mills and the contraction in the lumber, furniture, and other manufacturing 
industries. Unemployment has risen by more than 60 percent over the previous 
year. The unemployed nearly equals 10 percent of the labor force. New oppor- 
tunities for employment have not been developed in sufficient volume to offset 
these losses. 

In 1955, Danielson’s population was 47,190 and its labor force was 16,800. 
There was an unoccupied labor reserve of 4,000 persons who would work if 
there were employment opportunities. Among the employed wage and salary 
workers, 11,460 were in nonagricultural pursuits. Textiles provided 40.6 per- 
eent of the manufacturing employment. Twelve textile plant closings in this 
area have resulted in the loss of 2,000 jobs, as follows: 


Company and location | Year of Employees 
closing 

American Glossite Co., Inc., Putmam.....__--. : ; ae aie = poner eo) 1949 160 
Powdress & Alexander, Inc., Danielson 

Dn as sa chess SES. RS iD wedi = ssi 1952 

Mill No. 2 (part) ._--- ideguneehned phate miei mie 4 7 ; oll 1952 

fg Oe ee cen fae ; 3 Z 1952 700 

Ballouville plant SE eed Se rated See eet enn Sao 1952 | 

Attawaugan plant . ; 2 sen 1952 | 
Putnam Mills Corp., Putmam____..___- a 3 : aan 1954 230 
Putnam Worsted Mills, Inc., Putnam. ee eds ied --| 1952 | 45 
8t. Jean Combing Co., Putnam eB Fee ne SPA eTety 1951 | 50 
United States Finishing Co., Sterling.____- ; Sead <= nibs ia 1954 | 2! 
United States Rayon Corp., Brooklyn__........-.-- PS 1 OS eee ee 1948 (') 
Wauregan Mills, Inc., Wauregan._-....-.......... an cibsibindanaeteetes cee 1958 | 500 

| 


1 Not available. 


Wage and salary employment in nonagricultural industries currently has de- 
elined to less than 10,000. 


B. Economic retardation 


The effect of this distress has been that the area and its population have 
become poorer and less capable of solving their problems. Per capita income 
has been depressed to the lowest level in the State, as indicated by the fact 
that the average per capita income of Windham County, which includes the 
Danielson labor market, was $1,595 in 1955 compared with $1,676 for New Lon- 
don, $1,802 for Litchfield, $1,832 for Tolland, and ranging up to $2,313 for Fair- 
field County. Relatively fewer new homes were built in this county between 
1950 and 1955 than in the rest of the State. A 13.6 percent increase in dwelling 
units occurred in Windham County as contrasted with a 20.8 percent increase 
for the State. The rise was lower than in any other county. 

Similarly, the increase in the number of taxable motor vehicles was 19.5 
percent in Windham County between 1950 and 1955, as compared with a rise 
of 33.3 percent for the State as a whole. 

The county is losing out compared to other areas. The State of Connecticut 
Development Commission, in analyzing the labor force of eastern Connecticut, 
declared that “the largest [labor] surplus exists in the Danielson labor market 
area.” Among the job applicants, about half are women and 69 percent are 
under 46 years of age and most of the applicants have had high school training. 

As the present recession has deepened, the plight of the people in this labor 
market has become less and less favorable. Economic recovery in the United 
States will not change their condition since there is no positive nucleus for 
economic growth in the region. There is great potential which must be de- 


veloped. 


C. Labor surplus areas 


Several labor markets in this State have been classified as labor surplus 
areas. Several of them are likely to become distressed in the near future. 





o—_ 


weve ke Ow 
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Among those classified as surplus in March 1958 are Bristol and Torrington, 
which were in this category from the beginning of 1955 through September 
1955. Bridgeport was added to the labor surplus list in January 1958 and 
Waterbury, New Britain, and the smaller labor markets of Ansonia, Danbury, 
Meriden, Middletown, Norwich, Thompsonville, and Willimantic were added 
in March 1958. 


D. Areas likely to be chronically distressed 


Several of the above areas are likely to become chronically distressed and 
will only be lifted out of the labor surplus category if sweeping changes are 
undertaken to recast and rebuild the economies in these areas. 


1. Thompsonville 


The current closings of the wool yarn and velvet carpet mills of the Bigelow- 
Sanford Carpet Co. adds nearly 1,000 people to the unemployment roster. Al- 
ready in 1955 there was a labor reserve of 1,700 and an unemployment list of 
195. The inadequacy of local employment opportunities is indicated by the 
fact that a large number of people from this area are working in Springfield. 
But as employment decreases in the latter area, unemployment cumulates in 
this labor market. A chronic condition of unemployment will beset this area. 
Study and planning for economic growth are imperative. 


2. Meriden 
The recent adverse decision on the petition of the flatware industry for tariff 
relief will have long-term negative effects on the size of employment in this 
important industry. 
8. Others 
Ansonia and Waterbury and, to a lesser extent, Bristol, are also faced with 
long-term problems of unemployment. The mainstays of their economies are 
being undermined. The brass and clock and watch industries are contracting 
sharply, the former because of the diminishing use of brass and the movement 
of capacity to western areas and the obsolete character of industrial structures, 
and the latter because of imports. Recent plant closings and the financial 
difficulties of other plants plus the vast needs for physical and industrial recon- 
struction to provide space for industrial structures all portend increasing eco- 
nomic difficulties. The feeder industries manufacturing screw machine and 
eyelet products are also suffering from competition from other areas so that 
they are likely to shrink in the future. These areas are greatly in need of 
revitalization of management and the attraction of new industry. To achieve 
these purposes, much planning and physical reconstruction must be undertaken. 


HB. Conclusion 

The Danielson labor market and the several areas which are likely to be 
chronically distressed need aid of the type which would be offered under the 
area redevelopment bill. The people in these areas are generally not them- 
selves able to do the job of reconstruction and revitalization. They need expert 
technical assistance to initiate and help plan a program of economic growth. 
The State development commission has offered much assistance but it has 
neither the funds, resources, nor authority to bring sufficient expertise and 
resources and to corral local leadership for the task ahead. 





AREA REDEVELOPMENT Fact SHEET No. 6—UNEMPLOYMENT IN CHRONICALLY DIS- 
TRESSED COMMUNITIES 


The rate of unemployment is very high in the chronically distressed com- 
munities likely to be eligible for assistance under the Douglas area redevelop- 
ment bill. Moreover, unemployment conditions in them are becoming more 
serious as the depression becomes intensified throughout the country. These 
communities are likely to be the last to improve their conditions should there be 
a general lift in the economy. 

A survey of 24 major and 62 smaller areas of substantial and chronic labor 
surplus indicates unemployment rates of high severity. 

In the major areas, the rate of unemployment for January 1958, which is the 
latest date for such data, ranges from a low of 6.5 percent in Kenosha, Wis., to 





25491—58——_56 
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a high of 17.1 percent in Atlantic City, N. J. The rates of unemployment in 
other major labor markets are as follows: 


Number 

of labor 

Unemployment rate in January 1958: markets 
a wale ete ane ie er ttt teen | Ie 
er eG ia asic rein lila ta til eager ts tntinla cases atonal aces! ae 
I ee a ass a ewalabhicntde em mnbaanienn oideaieal 
10 to 10.9 percent_____- a a reas 4 
lactate cases se agelliblaiieo ay cnaw ab Monies eran apes Shiengine a hen tae 
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The rates of unemployment as measured by the number of insured unemployed 
increased in 15 of these communities, rising in the case of Kenosha by 58.9 per- 
cent. In 6 labor markets, the number declined, but it is likely that a considerable 
part of the reduction was due to the exhaustion of benefits so that the actual 
rate of unemployment rose in these communities. 

Unemployment rates in the smaller areas are reported for the latest available 
dates. Only 24 of these are for January or February 1958. In any event, these 
are chronic labor surplus markets where unemployment continues to be very 
high. The highest rate of unemployment is in Uniontown-Connellsville, Pa., 
with a rate of 23.4 followed by Herrin-Murphysboro and West Frankfort, IIL, 
with a rate of 21.7 percent; Biddeford-Sanford, Maine, with a rate of 19.8 per- 
cent; Sunbury-Shamokin-Mount Carmel, Pa., with 18.1 percent; North Adams, 
Mass., with 16.5 percent; Welch, W. Va., with 16.0 percent; Cumberland, Md., 
with 14.9 percent; Logan, W. Va., with 14.4 percent; Vincennes, Ind., with 13.8 
percent ; and Litchfield, [ll., with a rate of 13.4 percent. 

Attached are lists of the unemployment rates for selected distressed major 
and smaller labor markets. 


TABLE I.—Unemployment and unemployment rate,’ selected areas of substantial 
labor surplus, January 1958 *"—Major areas 


Unemployment January Percent 

1958 change 
State and area a feet taal insured un- 
employment 
Number Percent of | January 1958 


labor force (to March 1958 


Indiana: 


Evansville_........._- ee a oe ee 8, 700 10.1 +-6,9 

Terre Haute ee tee cme ; 4, 200 9.4 +17.8 
Massachusetts: 

i ad cg ae pisthinindiitent ai on 6, 990 11.7 +2.2 

Lawrence. = ete th ; : 6, 200 10. 6 —8&.8 

Lowell___- ai Sot ee eks a c wees ae 6, 350 11.6 +6. 7 
Michigan: 

Detroit _ nes ‘ er ned ree 191, 000 12.5 +-52 

Grand Rapids- : . : 15, 700 11.1 +19. 1 

Muskegon ; 5 6, 900 11.9 —11.9 
New Jersey: Atlantic City.......-- aka : 10, 500 17.1 +.9 
North Carolina: 

Asheville__.._.--- da Megavnmblibesdicied 4, 400 8.8 +.9 

Durham _. aa 4, 050 8.5 —9,7 
Pennsylvania: 

Altoona... 7, 200 3.4 —11.7 

Bese cen 12, 100 12.2 +9. 7 

Johnstown.~ ai 11, 200 11.3 +7.4 

Scranton_...-.- . evan ba ‘ : 15, 700 15. 4 +6. 6 

Wilkes-Barre and Hazleton 22, 400 16.3 —18.3 
Puerto Rico: 

is ea a en oncaeid 4, 100 13.6 (3) 

ee Sa . : ; 5, 000 13.0 (3) 

San Juan__-. : meauiewieie : 15, 100 8.8 (3) 
Rhode Island: Providence_._............----- ae inate 48, 100 14. 1 +3.5 
Tennessee: Knoxville___.- Gaadacsionn : 5; ; 15, 500 10. 5 +-29. 4 
Washington: Spokane gs etentas ete 5 11, 900 11.9 —15.3 
rib eens AP NOONR. 8 5 nic. cece ccc cscoceccuucs 12, 200 10.8 | +-36. 3 

) 


Wisconsin: Kenosha ee é 2, 020 6.5 +58. { 
1 Total information as a percent of total area labor force 
2 January 1958 or nearest available month. 
3 Not available. 


Source: U. 8. Department of Labor, Bureau of Employment Security. 
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S TABLE I].—Unemployment and unemployment rate,’ selected areas of substantial 
er labor surplus, January 1958—Smaller areas 
or 
ts aaa 
Unemployment 
State and area Date of data 
Number Percent of 
labor force 
Alabama: Jasper October 1957 850 | 25.7 
Connecticut: Danielson : crate 1, 400 8.5 
Illinois 
Canton February 1958 975 6.8 
Harrisburg September 1957__- 2, 400 10.1 
Herrin-Murphysboro-West Frankfort_. February 1958 15, 000 21.7 
La Salle January 1958 2, 750 9.4 
Litchfield February 1958_ J 3, 300 13.4 
Mount Carmel-Olney December 1957 1, 400 6.7 
dd Mount Vernon ..| October 1957 1, 400 6.1 
r- Springfield December 1957 3, 600 25.8 
le Indiana E 
Michigan City-La Porte January 1958 4, 000 11.4 
al Muncie do 5, 000 12.5 
Richmond September 1957 2, 000 6.9 
le Vincennes February 1958. 2, 050 13.8 
Kansas | 
se Coffee ville-Independence- Parsons November 1957 1, 800 6.2 
‘Vv Pittsburg September 1957 1, 950 8.4 
5 Kentucky 
bey Corbin do 3, 050 | 11.3 
ite Frankfort do 1, 700 8.5 
r- Hazard nd 2, 150 10. 4 
Madisonville do 2, 300 8.9 
S, Middlesboro-Harlan do 3, 400 12.3 
be Morehead-Grayson do 2, 200 11.5 
g Owensboro .-.| October 1957 1, 700 6.0 
Paintsville-Prestonsburg | September 1957-_- 2, 200 9.6 
Pikeville- Williamson _ _ October 1957- . - | 3, 000 13.5 
yr Maine: Biddeford-Sanford February 1958. - 6, 400 | 19.8 
Maryland: Cumberland January 1958 6, 000 14.9 
Massachusetts: North Adams February 1958 3,010 | 16.5 
Michigan: 
ul Bay City September 1957... 3, 000 8.5 
Jackson -.| January 1958 | 4, 800 10.1 
Monroe . November 1957__- 2, 100 | 8.8 
Port Huron we January 1958. . 3, 600 | 10.8 
New Jersey: | | 
Bridgeton... | October 1957... _- | 3, 000 25.9 
2 Long Branch. | January 1958_ 13, 500 | 11.7 
t North Carolina: | | 
8 Fayetteville. September 1957__. 3, 495 10.0 
58 Kinston October 1957 1, 790 7.9 
P Mount Airy. December 1957 1, 970 8.6 
Rocky Mount October 1957- 1, 210 22.8 
Rutherfordton-Forest City November 1957 1, 833 10.8 
9 Shelby-Kings Mountain. February 1958__. 3, 260 13.0 
8 Waynesville- October 1957 _. 1, 000 25.8 
Ohio } 
2 Portsmouth-C hillicothe November 1957 6, 400 | 9.9 
8 Springfield February 1958 6, 400 | 14.1 
7 Oklahoma: McAlester January 1958. 1, 250 | 9.4 
Pennsylvania 
4 Berwick-Bloomsburg November 1957 2, 085 9.9 
1 Clearfield-Du Bois September 1957 2, 200 | 6.1 
9 Lewistown November 1957 2, 000 9.1 
9 Lock Haven do 1, 684 10.7 
Pottsville January 1958 14, 200 18. 1 
Y Sunbury-Shamokin-Mount Carmel September 1957 3, 670 325.7 
7 Uniontown-Connellsville January 1958 11, 500 23. 4 
Rhode Island: Newport September 1957 1, 100 6.8 
7 Tennessee: La Follette-Jellico-Tazewell October 1957 1, 400 9.1 
7 Texas: Texarkana__- January 1958 4, 200 | 10.7 
4 Virginia 
6 Big Stone Gap-Appalachia October 1957 1,975 9.5 
3 Radford-Pulaski January 1958 4, 550 | 10.0 
West Virginia 
Beckley February 1958 3, 110 13.4 
Fairmont October 1957 1, 750 6.9 
Logan February 1958 3, 090 14.4 
5 Point Pleasant-Gallipolis do 4, 000 10. 6 
4 Ronceverte-W hite Sulphur Springs do 1, 940 2.0 
; Welch. December 1957 3, 750 16.0 
9 daptigsonnsptliibditagimnesiialinatiatat ees eo 


! Total unemployment as a percent of total area labor force. 
4 Unemployment below 6 percent of the labor force because of temporary or seasonal inffuences. 


Source: U, 8. Department of Labor, Bureau of Employment Security. 
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AREA REDEVELOPMENT Fact SHEET No. 7—NEW JERSEY 


The State of New Jersey continues to have three labor market areas which 
have remained distressed and in which unemployment has been chronic. These 
three labor markets, which include Atlantic City, Long Branch and Bridgeton, 
have for many years tried to solve their problems through their own efforts and 
those of the State. But they have not gratluated from the labor surplus status. 
They require Federal assistance to enable them to create new locational advan- 
tages derived from a new economic base. 

The problems of these three depressed urban areas are chronic in character. 
They will not be surmounted by a temporary upswing in business throughout the 
country. They will not benefit from a general reduction in the level of unem- 
ployment. They will be the last to feel the tides of expansion. To hasten the 
process of recovery and bring them back into the main stream of American eco- 
nomic life, these communities must receive specific help. 

In January 1958, their rates of unemployment were: Atlantic City, 17.1 per- 
cent ; Long Branch, 11.7 percent; Bridgeton, over 10 percent. 

In the present recession, other labor markets in New Jersey have also been 
classified as areas of substantial labor surplus. These include Newark, Pater- 
son, Perth Amboy, Trenton, and Morristown-Dover. It is hoped that these 
communities will not become permanently distressed; they are unlikely to, 
since most have sound industrial structures. 

The distressed communities need help in diagnosing their problems, or- 
ganizing their community leadership in addition to the commercial interests, 
financial assistance to improve their facilities, and finally, aid in building 
adequate industrial sites. They can obtain such assistance from the organiza- 
tion and funds which would be available under the Douglas area redevelopment 
bill. 


LABOR MARKETS IN NEW JERSEY 


The entire State of New Jersey can be placed in 5 major, 5 smaller, and 6 very 
small labor markets as follows: 


Major: Smaller: Very small: 
Atlantic City Bridgeton surlington 
Newark Long Branch Gloucester 
Paterson Morristown-Dover Phillipsburg 
Perth Amboy Somerville-Plainfield Salem 
Trenton Camden Sussex 


Wildwood 


BASIC CAUSES FOR CHRONIC UNEMPLOYMENT 


The basic causes for the chronic unemployment in these three areas must be 
studied separately, to isolate the types of problems they face and the nature of 


the long-term aid they need. 


Bridgeton, N.J. 

This labor market includes all of Cumberland County; part of Atlantic County 
(Buena Borough, Buena Vista Township, in part) : Gloucester County (Franklin 
Township and Newfield Borough); and Salem County (Elmer Borough and 
Pittsgrove Township). Its 1955 population is estimated at 113,860 persons. Its 
principal centers are Bridgeton, Millville, Vineland, Penns Grove, Woodstown, 
and Buena. 

The civilian labor force in this area has increased only slightly. Its numbers, 
for January of the respective years, were as follows: 1950, 59,350; 1951, 68,400; 
1952, 63,600; 1953, 63,500; 1954, 65,150. Subsequently, the Salem area was ex- 
cluded from the labor market and the figures, exclusive of this area, were as 
follows : 1955, 46,500 ; 1956, 47,000; 1957, 48,150. 

Actually, unemployment has been consistently high. The rate exceeded 6 
percent in all but 2 months of 1950; all but 4 of 1951; half of 1952 and of 19538; 
all of 1954; all but 2 months of 1955; all 1956; all but 2 months of 1957. Latest 
figures show an unemployment rate of 9.1 percent for November 1957 and over 
10 percent in 1958. At the beginning of 1957, the unemployment rate was 13.4 
percent for January and 11.2 percent for March and, except for September when 
it was 5.4 percent, it has otherwise exceeded 9 percent. 





ich 
ese 
on, 
ind 
us. 
an- 


er. 
the 
m- 
the 
co- 


er- 


en 
er- 
Se 


to, 


OrT- 
its, 

ng 
LA- 


nt 


Ty 


be 
of 


ty 
‘in 
nd 


St 
er 
4 


Pn 


LEGISLATION TO RELIEVE UNEMPLOYMENT 871 


The reason for its difficulties are to be found in the very nature of the area. 
About 46 percent of its employed force is in manufacturing. A considerable vol- 
ume of employment has been lost because of the closing of several garment 
plants. The reduction in dredging, due to the depletion of mature oysters and 
the lack of demand, has curtailed the fishing industry in this area. 

The amount of new employment coming into the area has been insufficient to 
pick up the slack. 

Atlantic City labor market 

This labor area includes all of Atlantic County except for Buena Borough, 
part of Buena Vista Township, Landisville, and Minotola; the townships of Bass 
River, Shamong, and Washington in Burlington County; Waterford and Wins- 
low Townships and Chesilhurst Borough in Camden County; Uppertownship 
and Ocean City in Cape May County; and part of Monroe Township in Glouces- 
ter County. Currently, it has a work force of some 60,000 persons. 

This area has been classified as having substantial unemployment and labor 
surplus since 1949. The only alleviations were those which occurred during 
war periods through military withdrawals and war-induced employment expan- 
sion in other areas. But, with the end of the war, the labor surpluses have been 
reestablished. 

Actually, unemployment is consistently high except during the 4 or 5 summer 
months. The reason is quite apparent when it is known that over 80 percent of 
the nonfarm wage and salary workers are engaged in nonmanufacturing enter- 
prises primarily serving the community, which is a health and vacation resort 
and a convention center. During the winter months, the rate of unemployment 
rises, as it did in January 1957 to 17 percent, and in January 1958 to 17.1 percent. 


Long Branch 

This labor market includes Monmouth County except for Millstone and Upper 
Freehold Townships and Allentown Borough; and Ocean County except for 
part of Plumstead Township. It has a labor force of some 114,900 persons. 

This area, too, is primarily a vacation resort. Less than 17 percent of the area’s 
employment is in manufacturing. The area houses considerable tourist resort 
business and employment, therefore, is highly seasonal. The major manufacturing 
industry is apparel. There is other light manufacturing, in the electrical 
machinery industry. 

Unemployment in this area has not tended to be as serious as in Atlantie City, 
but it has created a chronic surplus for many years. In 1957, except for the sumn- 
mer months, the rate of unemployment was above 6 percent, with the rate in 
January 1957 reaching the level of 8.7 percent; this compares with 9.4 percent 
in January 1956 and 9.9 percent in January 1955. In January 1958, the rate 
was 11.7 percent. 

Both Atlantic City and Long Branch are greatly in need of diversification 
of enterprises and industry to provide more alternative employment during the 
nonsummer months. 

DISTRESSED LABOR MARKETS 


The three labor markets of Atlantic City, Bridgeton, and Long Branch have 
been classified as surplus areas for more than 3 years. They are so classified 
at present. Their rates of unemployment have been high (table I). They would 
be qualified for the benefits of such classification under the Douglas bill. Atlantic 
City has been classified as chronically distressed since 1952. Bridgeton and Long 
Branch have been so classified since 1954. 

Unemployment in surplus areas higher than in remainder of State 

The rate of unemployment in these areas has been markedly higher than in 
the remainder of the State. In 1953, the average for these 3 areas was 5.8 
percent, as compared to 3.5 percent for the other areas. The contrast for other 
years was as follows: * 


[Percent] 
Year 3 distressed Other State 
ireas areas 
1954. . 7.7 6.3 
1955... = + 
1956. . . 77 9 
1957... at 5.3 


1 See table II. 
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The 3 surplus areas provided about 16 percent of the unemployed in the State, 
though they accounted for about 11 percent of the population (table IIT). 
Disproportionate share of unemployment compenation 

While the labor force in these 3 chronic surplus areas represents only about 11 
percent of the State’s population, the residents of these areas account for some 
16 percent of the unemployment compensation beneficiaries. In fact, the rate 
of continued unemployment claims of the covered population tended to be more 
than double the rate for the remainder of the State (table IIT). 

Unemployment compensation benefits paid to these 38 areas amounted to about 
15 percent of the total of benefits in the State (table IV). 

Claimants who exhaused their unemployment benefits in these 3 labor markets 
comprised 13 to 17.5 percent of the total of the State (table V). 

The disparity between the unemployment benefits in these areas and the rest 
of the State speaks strikingly of the chronic conditions which need substantial 
correction. 


TABLE I.—Usual labor supply classification of areas of substantial labor surplus 
in New Jersey, 1953-57 


Year classi- | 
Labor market area fied as 1953 1954 1955 | 1956 1957 
surplus ? j | | 


j 1952 | D D E-D | E-D-E | E-D-E 


Major area: Atlantic City 

Smaller areas: 
Bridgeton.__- 1954 NC NC-S Ss S S 
Long Branch... : ‘ 1954 NC NC-S s i 8 8 


1 Major areas are classified as follows 
D. Unemployment between 6 and 8.9 percent of total labor force 
FE. Unemployment between 9 and 11.9 percent of total labor force 
Smaller areas are classified ‘S’’ if unemployment is 6 percent or more. 
NC. Not classified. 
NC-S. Classified as labor surplus for part of year 

2 Current classification system was instituted in 1951 


Source: U. S. Department of Labor. 


TaBLe II.—Number unemployed and percent of civilian labor force unemployed 
in New Jersey, 1953-57, by substantial labor-surplus area 


| Average number unemployed ! | Average percent of civilian 
labor force unemployed 
Labor market area S ae 





1953 1954 1955 1956 1957 1953 | 1954 | 1955 | 1956 | 1957 

State total_--.- 82, 510 |142, 690 |129, 258 |119, 208 {128,995 | 3.8 | 6.4) 5.7] 5.2 5.5 

Major area: Atlantic City_-- 4, 700 5, 675 6, 033 5, 658 4,083 | 8.2 110.3 |10.1)}9.3; 9.4 
Smaller areas | } 

Bridgeton 2 3, 775 5,033 | 3, 983 3 4,758 | 5.6 | 8.1 | 8.4! 8.7 9.7 

Long Branch. 4, 783 7, 066 7, 433 4 7,600 | 4.7 | 6.6 | 6.9 | 6.6 6.7 

3 surplus areas combined 13,258 | 17,774 | 17,449 7, 35 16,441 | 5.8 | 7.7 | 8.0 | 7.7 7.2 

Remainder of Stat 69, 252 |124,916 |111, 809 |101, 850 {112,554 | 3.5 | 6.3 | 5.5 4.9 5.3 


1 Annual avera 


es for 6n 
} 


ug ths ofeach year (January, March, May, July, September and November 
3 Salem local office area 


xcluded after July 1954. 


Source: } 


New Jersey Division of Employment Security 
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TABLE III.—Average weekly number of continued unemployment compensation 
claims, and claims volumes as a percentage of unemployment compensation 
covered labor force, in areas of substantial labor surplus in New Jersey, 1953-57 


Continued unemployment compensation claims 


| As a percentage of unem- 
Labor market area Average weekly number | ployment compensation 
| covered labor force. 


cess aga aa 
1953! | 1954! | 1955! | 1956 1957 | 1953 | 1954 | 1955 | 1956 | 1957 


| | 
aint ei —|—— —|— ~-\ = — 
State total. __. 38, 801 |49, 440 |57, 256 |62, 133 |73, 573 | 2.6 | 3.5 | 3.9] 4.1 4.8 
Major area: | | | | 
Atlantic City 2,298 | 2,053 | 3,025 | 3,247 | 3,901 | 7.1 | 6.2 | 91) 9.6) 11.7 
Smaller areas | | 
Bridgeton 1,888 | 2,021 | 2,376 | 2,517 | 3,076 | 6.3 | 6.9 | 7.9 | 8.0 | 10.0 
Long Branch | 2,013 | 2,683 | 3,442 | 4,056 | 4,787 | 4.9 | 5.6/7.1) 7.9] 9.2 
3 surplus areas combined | 6,499 | 6,757 | 8,843 | 9,820 |11,764 | 5.9 | 6.1] 7.9 | 8.4 | 10.1 
Remainder of state 32, 302 |42, 683 /48, 413 |52,313 |61,809 | 2.4 | 3.3 | 3.6) 3.8 4.4 
Percent of total in 3 surplus areas......| 16.7 | 13. 7!/ 15.4 15.8 | 16.0 
' | ! l | | ' 


1 Data not comparable for 1953-1955 because of variations in reporting method 


7) 


Source: New Jersey Division of Employment Security. 
TABLE 1V.—Unemployment compensation benefits in areas of substantial labor 
surplus in New Jersey, 1953-57 


{In thousands] 


| 


| 1953 1954 | 1955 1956 | 1957 
1 
State total | $56,088 | $110,482 | $88,602 | $92,304 | $115, 573 
3 surplus areas 9, 496 14, 948 13,733 | 13,828 17, 491 
Remainder of State 46, 952 95, 534 74, 869 78, 476 98, O82 
Percent of total in 3 surplus areas 16.9 13.5 15.5 15,0 15.1 


Source: New Jersey Division of Employment Security. 


TABLE V.—Number of claimants who exhausted their unemployment compensa- 
tion benefits in areas of substantial labor surplus in New Jersey, 1953-57 


| 
| 


Labor market area 1953 | 1954 | 1955 | 1956 | 1957 

ce Sais ahedlaiaiic " | ——--- +) ----- ae 

State total | 34, 022 73, 034 | 69, 283 57, 640 | 73, 577 

Major area: Atlantic City 1,951 3, 043 3, 562 4,317 4,774 
Smaller area 

Bridgeton 1, 355 2,811 2, 702 2, 049 3, 341 

Long Branch 1, 937 3, 463 3, 913 3, 457 4, 748 

3 surplus areas combined 5, 243 9, 317 10,177 9, 823 12, 863 

Remainder of State 28, 779 63, 717 59, 106 47,817 60, 714 

Percent of total in 3 surplus areas 15.4 12.8 14.7 17.0 17.5 


Source: New Jersey Division of Employment Security. 
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AREA REDEVELOPMENT Fact SHEET No. 8—ARKANSAS 


Labor surpluses and underemployment are two problems Arkansas faces. 
None of the 8 urban labor markets has yet been classified as distressed by the 
Bureau of Employment Security although 1 has a substantial labor surplus. 
But the rate of unemployment among workers covered by the unemployment 
insurance law has risen to 10 percent, which is an all-time high. Underemploy- 
ment is chronic in this State, which has a most limited economy and an abundance 
of population. These conditions have become even more aggravated by the 
return flow of people as unemployment has spread through the automobile and 
aircraft industries to which the outmigrants from the State had gone. 

The State requires considerable aid toward economic development if it is to be 
lifted from the next-to-the-bottom rung of the State per capita income ladder. 

The solution of the problems of persistent unemployment and underemploy- 
ment requires a broad attack on all factors which have held up economic develop- 
ment. However helpful it is to induce some new industries to locate in the State, 
a vastly more extended program of economic development must be initiated. 
This transcends the ability of local and State authorities. It involves such 
fundamental factors as developing agricultural and forestry resources, aiding 
the family farmer, harnessing the water facilities through irrigation, water 
transportation and conservation, as well as urban renewal and development, 
and a rise in the levels of health, education, and welfare of the people together 
with redevelopment of agricultural and forestry resources. 

The communities of the State need help in diagnosing their problems; organ- 
ization of community leadership; financial assistance in improving local facilities 
and finally, aid in building up adequate industrial sites. Assistance to the dis- 
tressed areas in Arkansas will not only lift many labor markets out of the dol- 
drums but also help create new markets for the rest of American industry. 

Federal assistance is imperative if the depressed urban and rural areas of 
Arkansas are to share in the rising American standard of living. Essentially 
these are underdeveloped areas in a nation with the most developed economy. 
Just as we seek to aid underdeveloped areas in other parts of the world, we must 
render assistance to these areas in our country in need of a more diversified 
economic base. 

I. ECONOMIC UNDERDEVELOP MENT 


Arkansas is greatly in need of economic development. The act creating the 
Arkansas Industrial Development Commission declares in its policy statement 
that “the State of Arkansas has had heretofore an inadequate program for the 
agricultural and industrial development of the State and of its several sections, 
that on account of such inadequate programs the State of Arkansas has been 
unable to provide for its inhabitants sufficient opportunities in agriculture and 
industry, that on account thereof the State of Arkansas has suffered great losses 
of population and a decreasing standard of living for its inhabitants; that unless 
an adequate program for the agricultural and industrial development of the 
State be immediately undertaken the State of Arkansas will suffer immediate 
and irreparable further loss of population and the opportunity for agricultural 
and industrial expansion.” 


A. Population down 

In 1957 the population of Arkansas declined by 22,000 from the year before and 
was 138,511 below the number enumerated in April 1950. The current population 
is even below the level of 1940 and 1930. 

Only 13 counties of the total of 75 showed an increase in population from 1950 
to 1957. Seven of these are in urban labor market areas. The remaining six 
are in other counties which include urban places. None of the counties without 
urban places showed an increase in population during these years. 

B. Per capita income low 

Personal income in the State rose by 1.8 percent on a per capita basis from $1,101 
in 1956 to $1,121 in 1957. This was the second-lowest per capita State income in 
the United States. It was 56 percent of the United States average of $1,940 in 
1956. None of the counties in Arkansas reached the national average. The 
highest income level was achieved in Sebastian County, which encompasses the 
Fort Smith area, with an average per capita income of $1,770. The lowest re- 


ported average was for Lawrence County, $773. 
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C. Outmigration continues high 

The mechanization of farming and the low incomes prevailing in the rural areas 
are inducing many people to leave the farms and to seek employment elsewhere. 
But the current rate of industrial expansion is not adequate to absorb these 
displaced farm people. As a result, there has been a measurable outmigration 
of people. From 1950 to 1957, 385,000 people have moved out of the State, which 
is huge for a State which in 1950 had a total population of 1,910,000. The State 
retains therefore a high proportion of young and older people. While the popu- 
lation has declined by 7.3 percent since 1950, the school enrollment has declined 
by only 1.5 percent. The biggest loss in population occurred in rural farm popu- 
lation. The State is also losing a high proportion of its higher income, better 
educated farm families. 

The current recession is complicating the problems of the State since people 
who had left to go to the automotive and aircraft industries are now returning to 
seek employment in their own communities. The problems of economic develop- 
ment have therefore become more intense and pressing. 


D. Low nonagricultural employment rate 

In 1957, nonagricultural jobs numbered 330,200, of which 86,500 were in manu- 
facturing and 248,700 were in nonmanufacturing industries. This means 19 jobs 
for each 100 persons in the population, which compared with a national average 
of 31 per 100 persons in the population. 

The most important manufacturing industries in the State are lumber and 
wood products and food and kindred products, employing 35,000 persons, or about 


31 percent of the total factory employment. 


E. Employment has risen 

Nonagricultural employment has risen slowly since 1954, when 308,000 were 
employed, but is currently suffering a setback. The peak was reached in Septem- 
ber 1957 with a total of 339,600, but it has since declined to 331,800 in December 
1957. Manufacturing employment declined from 88,700 to 84,100 and nonmanu- 
facturing from 250,900 to 247,700 during this period. 
F. Wages are low 

The State of Arkansas has very low wages. The average hourly earnings of 
Arkansas factory workers were $1.49 in January 1958, which were the fourth 
lowest in the United States. Only the hourly earnings in the States of Mississippi 
and North and South Carolina were lower than in this State. 


II. URBAN DISTRESSED AREAS 


Among the eight defined labor markets in Arkansas, none are currently classi- 
fied as distressed. The labor markets include 1 major one, Little Rock, and 7 
smaller areas, Blytheville, Camden, El Dorado, Fayetteville, Helena-West Helena, 
Fort Smith, and Pine Bluff. These encompass 8 counties, with a 1950 population 
of 598,307, or about 35 percent of the State total. One of these labor markets 
(Helena and West Helena, including Phillips County) was recently designated as 
having a labor surplus and was certified by the local employment office under 
amendment No. 1 to Defense Manpower Policy No. 4 

In Little Rock, the number of insured unemployed in March 1958 was 2,200 and 
the number of nonagricultural employees was 75,000. This number of unem- 
ployed compares with 1,000 in November 1957. 

In the week of March 29, 1958 there were 26,376 insured unemployed in the State 
files, among them 1,145 veterans. The nonveterans represent 10 percent of the 
covered employment for the last 12 months. 


III. DISTRESS IN VERY SMALL LABOR MARKETS AND RURAL AREAS 


Low levels of living are the test of distress in the nonurban very small labor 
markets and in rural counties of Arkansas. In areas where more than one-half 
of the population are in urban communities, substantial proportions of the work 
force are employees. Unemployment, therefore, provides a direct test of distress. 

But the economic distress of the self-employed and farmers cannot be tested 
by unemployment. The most accurate determinant of their distress is the degree 
of underemployment and the adequacy of family income. The standard of living 
in these communities provide us such a gage of the adequacy of their economic 
development. The United States Department of Agriculture has classified the 
counties of the United States on the basis of standard of living. The farm op- 
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erator level of living index of the United States Department of Agriculture pro- 
vides us with a yardstick for measuring the standards of living in the 67 Arkansas 
counties which are outside of urban labor market areas and have more than half 
of their populations in rural areas. 

The farm operator family level of living index reflects the average level of 
current consumption or utilization of goods and services. The index for each 
county can be compared with those of other counties in the United States. The 
farm operator family level of living index is based on: (1) Percentage of farms 
with electricity; (2) percentage of farms with telephones; (3) percentage of 
farms with automobiles; and (4) average value of products sold or traded in 
the year preceding the index (adjusted for changes in purchasing power of the 
farmer's dollar). 

In classifying the counties, we have made use of the United States Depart- 
ment of Agriculture low-income classifications, which placed farms in the low- 
income category on the basis of 3 criteria: (1) Farms which averaged less than 
$1,000 residual farm income to operator and had farm operator family level of 
living index below the regional average and 25 percent or more of commercial 
farms classified as “low production”; (2) average farm operator level of living 
index was in the lowest fifth for the nation; (8) 50 percent or more of the 
commercial farms were classified as “low production.” Areas meeting all 3 
categories are classified as serious low-income counties; those meeting any 2 
of the criteria are classified as substantial low-income counties; those meeting 
1 of the criteria are classified as moderate low-income counties. In 1954 the 
average county index for “serious” was 90; for “substantial,” 111, and for 
“moderate,” 126. In this survey we have included all counties which have 
an index of less than 126 as being low-income counties probably qualified for 
assistance under the Douglas area redevelopment bill. 

A. “Substantial” and “serious” low levels of living 

In 66 out of the 67 counties in the very small labor market areas and rural 
counties the people are living on substantial or serious low levels of living. 
These counties had 62 percent of the total population of the State and 97 per 
cent of the population outside of the large and small labor market areas. 

1. Levels of living.—The average farm operator family level of living index 
for the United States was 140 in 1954, 122 in 1950, and 100 in 1945. In 1954, 
the average for all counties in Arkansas was 90. Among the 66 counties with 
serious or substantial low levels of living, the unweighted average was 88. The 
lowest level was in Searcy County which had an index of 60. The number 
with indexes under 75 was 8; indexes of 75 to 90, 31; 90 to 100, 15; 100 to 111, 
8; and from 111 to 126, 4 (table I). 

2. Per capita income.—The low levels of cash income in these areas is further 
amplified by the available data on average per capita income. While the 
United States per capita income in 1956 was $1,940, the average for the State 
of Arkansas was $1,121. The unweighted average for the 36 low-income rural 
counties for which data are available was $992, or 51 percent below the national 
average and 12 percent below the State average. Only 7 of the 36 counties had 
a per capita income equal to the State average. The lowest per capita average 
appeared for Lee County with 742. The distribution was as follows: Counties 
with per capita income of less than $800, 4; $800 to $900, 9; $900 to $1,000, 10; 
$1,000 to $1,100, 6; over $1,100, 7 (table IT). 

3. Inadequacy of nonagricultural employment.—One measure of the under- 
development in these areas is the relatively small number of nonagricultural 
jobs. While the 66 counties had 62 percent of the State’s total population, 
they had only 48 percent of the nonagricultural employment. In the State as a 
whole there were 12 nonagricultural jobs for each 100 persons in the population 
in 1953. The unweighted average for these 66 counties was 7 jobs. There were 
3 counties where there was only one nonagricultural job per 100 people in the 
population. The distribution of the remaining counties by number of non- 
agricultural jobs per 100 persons in the population was as follows: 2 or 8 jobs, 
ii > 4 or 5, 13:6 or 7, 10; 8 or 9, 11; 10 or 11, 8; 12 or 18, 4; over 13, 6. The 
county with the highest number was Hot Spring, with 22 nonagricultural jobs 
per 100 persons in the population. 

4. Percentage of farms with value of products sold or traded under $2,500. 
The unweighted average percentage of farms which earned less than $2,500 on 
products sold or traded in these 66 serious and substantial low levels of living 
counties was 64 percent. This compared with 53 percent for the State as a 
whole and 38.8 percent for the United States. The county with the highest 
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percentage of farms below $2,500 was Grant County with 89.6 percent. Follow- 
ing it was Newton County with 88.2 percent. The remaining counties were 
distributed as follows by proportion of farms where value of production sold 
or traded was less than $2,500: between 80 and 90 percent, 14; between 70 and 
80 percent, 12; between 60 and 70 percent, 15; between 50 and 60 percent, 11; 
between 40 and 50 percent, 8; and under 40 percent, 6. 

5. Percentage of farms with electricity.—In the United States 98 percent of 
the farms had electricity. Arkansas as a whole was nearly up to that level 
with 90.6 percent, thanks to the TVA. The unweighted county average of these 
66 counties was 90.7 percent. There were 4 counties with 70 to 80 percent of 
their farms having electricity, 21 with 80 to 90 percent, and 41 counties with 
90 percent or over. 

6. Percentage of farms with telephones—The low proportion of farms with 
telephones is indicative of the low standards of living. While the United 
States average is 48.8 percent, the average for Arkansas is 16.8 percent and 
the unweighted average for these 66 counties was 14.6 percent. The highest 
percentage of farms with telephones was in Washington County with 46.1 per- 
cent. The distribution of the remaining counties was as follows: counties with 
more than 80 percent of farms with telephones, 3; with 20 to 30 percent, 7; 
with 10 to 20 percent, 36; with less than 10 percent, 20. 

7. Percentage of farms with automobiles.—Automobile ownership adds con- 
siderably to the standard of living, as it opens new horizons not otherwise within 
reach. Of course, if income is inadequate to maintain and operate the automo- 
bile, it is of little use but the proportion of automobile ownership is a general 
indication of living standards. The Department of Agriculture declares that 
“farm families with automobiles are more likely to be able to take advantage 
of various services located away from the farm, such as health facilities, libraries 
and recreation, than those who do not own automobiles.” The proportion of 
farms with automobiles in the United States was 88.9 percent in 1954 whereas 
in the State of Arkansas the ratio was 39.2 percent, and the unweighted average 
among these 66 counties was 37.4 percent. The counties were distributed as 
follows as to the percentage with automobiles: In 8 counties 50 percent or more 
of the farms had automobiles ; 13 counties had 40 to 50 percent ; 29 counties with 
30 to 40 percent and 16 counties had less than 30 percent. Monroe County had 
the lowest percentage with 21.5 percent. 

8 Percentage of the out-migration.—The population of the United States in- 
creased by 13 percent between 1950 and 1957. In Arkansas there was a decrease 
in population of 7.3 percent between 1950 and 1957. Only 5 counties among the 
66 recorded a rise in population. The remaining 61 lost population due to out- 
migration. The percentage decline in population among these was as follows: 
2 counties showed a less than 5 percent drop; 3 counties, a 5 to 10 percent drop; 
23 counties, a 10 to 20 percent drop; and 33 counties, more than 20 percent. 
The county with the largest drop in population was Scott County, with 38.6 
percent. 

B. Low income classification 

The Douglas Bill provides that aid is to be given to 300 rural counties with 
“the largest number and percent of low income farm families” and where there 
exists “substantial and persistent unemployment.” 

In order to select the counties and economic areas which would secure im- 
mediate attention, one approach suggested is to list the counties in the United 
States with the lowest levels of living, obtain a second list of those with the 
highest percentage of farms earning less than $2,500 on products sold or traded 
and to focus on those counties which appear on both lists. A list of 500 counties 
in the first category and another list of 500 in the second category was developed 
and from these was derived a list of 315 counties which met both of these con- 
ditions. Thirty counties of the 66 under consideration are to be found on these 
lists. The disproportionately high ratio of such counties meeting this test of 
priority provides a measure of the great need in this State (table III). 


IV. EFFORTS AT INDUSTRIAL AND RURAL DEVELOPMENT 


The State is embarked on a serious effort at industrial development conducted 
through the Arkansas Industrial Development Commission. A 1955 law per- 
mitted the State board of finance to buy 40 percent of the bond issues sold by 
local private development corporations with the localities buying 25 percent. 
The board has secured an expansion of its funds by an additional $2 million 
which can be replenished by having the teachers retirement board buy bonds 
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from it. The Arkansas Industrial Development Finance Corporation has since 
been created to buy these bonds and sell up to $5 million worth to the State. 
The Commission has the power, jointly with the Governor, to issue certificates of 
exemption from the State property tax. 

The Commission’s report indicates that it secured 10,300 new jobs during its 
first year, most of which were in new plants. In the second year, ending on 
June 30, 1957, it reports that another 10,383 new jobs were opened up. It reports 
that 105 local industrial corporations have been organized. 

The Commission further reports that the typical procedure is for the State 
board of finance to purchase 50 percent of the bond issue of a local community 
and the State insurance companies and the local communities purchase or dispose 
of the remainder. 

Some progress has therefore been made in this State, but, in the language 
of the local authorities, “this is only scratching the surface.’ Intensive re- 
search and reexamination of the locational advantages and resources are essential 
as well as further financial help from the Federal Government to facilitate the 
solution of the problems of industrial development. 

In the rural communities, 3 pilot operations are being conducted in Quachita, 
Phillips, and Van Buren. The program emphasizes the need for improving the 
economic base of low-income rural counties by increasing the productivity of 
low-income farmers in commercial agriculture, increasing productivity and pros- 
pects of nonfarm jobs by encouraging new industries in these rural areas and 
raising the social and economic standards within the area. 

The Federal program enjoys limited funds and depends primarily upon volun- 
tary effort. It cannot provide the extensive technical assistance needed for 
the thorough economic study of rural areas essential for redevelopment. It can 
provide no funds for the construction of new local public facilities. 
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Taste I.—Level of living, value of products sold, and low production farms in 
66 low-income rural counties, Arkansas, 1954 


Average | Commercial farms 


Level of Percentage of farms with value of under $2,500 prod- 
living product uct, sold 
County or area index ! . ; i aint ee a 
(1945= traded 
100) Elee- Tele- Auto- | per farm | 
tricity phones | mobiles (thou- | Number,| Percent 
| sands) | 
i 
United States 140 93.0 48.8 88.9 $5.2 |1, 225, 775 | 36.8 
State of Arkansas ‘ 90 90. 6 16.8 39. 2 3.4 47, 060 53.0 
Arkansas Counties | 
Ashley 88 91.5 12. 6 38. 3 2.9 816 | 58.0 
Baxter 87 93. 1 10. 4 33.3 1.5 | 260 65.9 
Benton ; : 125 93. 4 | 42.2 59.8 3.8 1, 299 44.2 
Boone 111 96. 6 36. 2 53.8 1.3 601 72.1 
Bradley 77 | 85. 0 15.8 28. 1 1.1 | 400 | 82.0 
Calhoun &4 88.8 18. 1 37.4 .8 186 | 78.5 
Carroll 103 92.9 18. 6 55. 7 2.8 759 65.0 
Chicot 90 84. 1 15.7 31.5 5.9 | 906 | 58.6 
Clark 98 94.3 17.1 49.4 a 415 73.8 
Clay Ro 94. 6 4.5 44.0 4.1) 641 32.7 
Cleburne i nace 77 94.8 6.3 27.7 1.5 443 | 69. 2 
Cleveland od aliede 76 90. 6 6.5 35. 5 9 365 | 83. 1 
Columbia jclnen 80 83.5 17.4 36. 0 .8 775 | 87.1 
NN a ra 90 97.0 16. 4 35.5 1.6 570 | 74.7 
OEE Eee 105 98. 4 | 14.3 45.5 §.2 891 | 27.9 
a 104 94.9 | 28. 4 50. 6 1.5 360 | 61.3 
Crittenden 90 82.4 8.4 35.3 6.7 1. 960 44.6 
Cross 100 SY. 6 16.7 38. 1 6.7 946 | 43. 9 
Dallas . 72 92.0 14.7 29.7 | > + 192 | 83.8 
Desha 81 90. 0 7.4 24.3 5.1 | 1, 055 | 47.3 
Drew 81 85. 2 | 18.8 28.7 2.1 647 | 66. 4 
Faulkner_-. 90 98. 2 14.5 37.6 1.5 | 892 | 71.1 
Franklin 99 93.8 24.3 45. 6 1.5 339 60.9 
Fulton 70 94.3 3.6 | 26. 4 9 559 86.1 
Garland... 117 97.2 41.4 58. 9 1.0 125 57.3 
Grant 89 95.0 15.8 42.0 5 | i8l | 89.6 
Greene 97 97.2 14.5 42.9 3. ¢ 815 | 39.0 
Hempstead 84 82.6 | 17.5 36.8 1.3 | 519 62.5 
Hot Spring-.. 106 95.9 25. 9 54.0 .8 206 58.2 
Howard &3 87.1 20. 1 35. 0 1.3 292 70.9 
Independence 90 93.9 19. 1 37.9 2.1 515 50.8 
Izard ‘ 73 94.6 3.2 28. 9 9 552 83. 6 
Jackson 111 96. 1 10.3 50.3 743 600 31.8 
Johnson 96 94.8 19.7 46.7 1.5 373 67.5 
Lafayette 76 79. 4 12.4 32. 4 2. € 415 66. 6 
Lawrence 93 95. 4 8.7 41.4 3.3 630 45.9 
Lee &] 80.7 10.0 30.4 4 1, 635 52. 5 
Lincoln 74 85. 1 6.9 25.7 4.3 Sob 56. 2 
Little River. 78 79.0 2.3 34. 6 1.7 229 61.1 
Logan ... SS 93. 7 16.6 38. 1 1.8 612 72.1 
Lonoke 97 93.5 11.2 39. 7 5.7 1, O6¢ 47.4 
Mad n SI S6.Y 8.4 39.5 1.8 664 67.3 
M arior 79 94.0 . 0 $6. 1 1.1 412 82. 6 
Miller 91 86. 4 15.8 49. 5 1. ¢ 414 | 67.2 
Monroe 73 76.9 8. 1 21 1.6 905 52.1 
Vi ontgome RO 92 13. 2 32.7 ‘ 256 81.5 
Nevada SO 87.7 15.5 $2.1 1.0 4105 69. 6 
Newtor 67 76.0 11.2 28.7 6 349 88. 2 
Perry 82 91.3 11.6 31.3 1.5 Lat 65. 2 
Pike 79 04,3 16.3 $2.0 7 39 77.3 
Poinsett 106 06. 6 11.3 9 8.2 x] 25.7 
Polk O4 91,1 26. 6 2.2 7 320 81.6 
I pe 90 ¥3. 0 l Ss 2.9 1.6 163 70.3 
Prairic 107 96.3 12.3 43.1 { 352 37.2 
Rar s4 89. 4 0 7.4 2.5 97 57.0 
St. Franc 79 82.8 5 26. 0 4.9 1, 616 49.2 
Saline 104 96, 6 29.6 50. 6 9 101 54. 6 
Scott 83 89.7 22. 1 29. 0 9 355 80. 1 
Searcy 60 82. 1 1.4 22.3 8 437 81.7 
Sevier 75 87.4 8.0 32.5 1.2 228 75.0 
Sharp 78 94,2 6.8 35.3 1.1 435 79.7 
Stone 71 89.9 4.9 28.9 7 230 88. 1 
Van Buren 77 93. 4 15.8 21.8 1.2 419 73. 2 
White 84 97.5 9.7 34.9 1.7 1, 294 69. 5 
Woodruff 83 88. 6 5.6 20.8 5.4 795 48.7 
Yell 92 92, 2 16.7 35.0 3.1 479 59. 1 


1 Index of farm-operator family level-of-living (United States average for 1945=100) 


Sources: Level of Living Index—U. 8. Department of Agriculture. Other—U. 8. Bureau of the Census 





SSO LEGISLATION TO RELIEVE UNEMPLOYMENT 


TaBLe II.—Population, nonagricultural employment, and per capita income in 
66 low-income rural counties, Arkansas, 1957 











Population Nonagri- 
‘ cultural Per capita 
County or area employ- income 
Percent ment 
Number change per 100 
from 1950 persons 
State of Arkansas 1, 771, 000 7.3 12 $1, 121 
Ashley 21, 658 15.6 13 1, 594 
Baxter 8 919 93.7 { 
Benton 2, 224 15.4 11 1,010 
Boone 14, 512 10.8 13 1, 042 
Bradley 13, 868 13.3 16 
Calhoun 6, 033 —15.4 f 
Carroll 312 99.1 R 
Chicot- R2¢ 15. € 5 R14 
Clark 765 14.1 1 1 OR 
Clay 1, 304 20. 1 } 833 
Cleburne 7, 781 32.3 3 
Cleveland _. 6, 237 30. 4 5 
Columbia 24, 296 15.6 14 1. 202 
Conway 14, 949 17.6 10 900 
Craighead 46, 035 9.1 10 1, 164 
Crawford es 20, 818 &. 4 8 
Crittenden- 49, 917 5. 8 7 954 
Cross 21, 490 13. 2 3 959 
Dallas---- 11, 137 10.3 12 985 
Desha_-- 22, 508 10. 5 6 864 
Drew 14, 086 21. ¢ 9 901 
Faulkner 21, 517 14.9 7 R29 
Franklin 9, 338 24.4 7 
Fulton 6, 663 27.5 4 
Garland---- 41,614 11.7 19 1, 225 
Giant 7, 832 13. 2 ~ 
Greene 23, 924 17.9 s 1,010 
Hempstead 17, 827 28.9 10 1, 009 
Hot Spring 24, 111 8. 7 22 1,477 
Howard 1,912 25. 7 10 
Independence 18, 199 22. 5 11 983 
Izard 34 3 
Jackson 6.8 9 992 
Johnson. 23.3 8 R29 
Lafayette --.- 17.7 8 938 
Lawrence - 22. f 778 
Lee. -_. 3 3 742 
Lincoln 27.7 3 798 
Little River 1 4 
Logan 25. 8 
Lonoke- -- 13. ¢ 5 906 
Madison - 25. 2 2 
Marion. --.-. 36. 6 1 
Miller__-- 0.1 i 
Monroe —6. 6 5 RQ 
Montgomery-- 24.7 3 
Nevada — 26.0 7 
Newton 5, 927 —31.8 1 
Perry --- 4,476 —25. 1 2 
Pike ‘ 6, 813 32. | 
Poinsett__._--- 30, 211 23. 2 f 1, 310 
Polk _- 11, 389 19.7 13 
Pope 18, 984 18.5 10 915 
Prairie 10, 725 22. 1 3 1,049 
Randolph.~ 12, 398 g R46 
St. Francis 35, 185 6 861 
Saline. 27, 997 18 1, 436 
Scott_- 6, 181 4 
Searcy ..-.- 9, 096 - 4 
Sevier 8, 944 9 
Sharp-- ; 6, 514 —27.6 l 
pease : 5, 852 23. 6 3 
Van Buren 6, 661 31.2 | 3 
White-__-__- 33, 671 —11.5 9 782 
Woodruff ; 15, 084 —20. 4 4 S64 
Tinie 10, 997 21.8 5 


1 Employees covered by old age and survivors insurance program, mid-March pay period, 1953. 


Sources: Nonagricultural employment: U. 8. Bureau of the Census; other: Arkansas Business Bulletin, 
University of Arkansas, February 1958. 
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TaBLE ILI.—Classification of 66 low-income rural counties in Arkansas among 
lists of United States counties with lowest level of living, highest percentage 
of low-production farms, and both, 1954 


Classification ! 


500 United States counties | 315 United 
States coun- 


County ties falling 
With highest into both 
With lowest percent of low living 
| level of farms having level and 
| living index gross sales low farm 
of less than | sales lists 
$2,500 
Ashley x “i 
Baxter xX 
Benton - , 
Boone ’ X 
Bradley X X xX 
Calhoun X X xX 
Carroll = . 
Chicot X 
Mark . X 
lay X : 
‘Neburne Xx x x 
Meveland Xx x X 
Solum bia x Xx x 
xX xX xX 


( 

( 

( 

( 

( 

Conway 
Craighead 
Crawford 
Crittenden 
Cross = 
Dallas an 

Desha 

Drew 

Faulkner 

Franklin 

Fulton 

Garland 

Grant 

Greene 

Hempstead 

Hot Spring. 

Howard 

Independence 

Izard 

Jackson cea — 
Johnson 

Lafayette ie 

Lawrence ‘ ihe 

Lee wisi we = edant ” a 
Lincoln ; Soissaseaeeanil 
Little River _ _. : 

Logan wit oe 

Lonoke oe sind : 

Madison ‘ : | 
Marion aeenig Bind edits 
Miller 
Monroe 
Montgomery 
Nevada 
Newton.. 
Perry. 

Pike 
Poinsett 
Polk 

Pope 

Prairie 

Randolph : | 
St. Francis 

Saline 

Seott 

Searcy 

Sevier 

Sharp 

Stone 

Van Buren 

White 

Woodruff 

Yell 


Pa: PS: PaaS 
PS: PS: PSPS: PS 


bdbd! bd! 4 
badd! bd: bd 


aed: PS: PaPSPd: Papied: PS 
Ped, re: 


wr: 


etatatatatalalalalie al atetalalitatalalalatalatatatatatatatatatatalitalalatitalalatte atte atatalatia) 
FAP: 
Arras: PS 


1**X” indicates that county is included in specified lists. Lists were prepared under direction of Sar A. 
Levitan, Legislative Reference Service of the Library of Congress, to provide information on ‘‘low-income 
rural areas which would be eligible for assistance under a comprehensive Federal assistance program aimed 
to alleviate underemployment.’ (Federal Assistance to Labor Surplus Areas, report prepared at request of 
chairman of House Committee on Banking and Currency, 1957, p. 31.) 


Source: U. S. Department of Agriculture. 
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AREA REDEVELOPMENT Fact SHEET No. 9—VIRGINIA URBAN LABOR MARKET AREAS 


Nine percent of the population of the State of Virginia is located in the three 
distressed urban labor market areas eligible for Federal aid under the Douglas 
area redevelopment bill. In addition, the bill’s program of rural redevelop- 
ment would assure benefits to a number of rural counties. In Virginia, 49 rural 
counties had low incomes as measured by the index of level of living issued by 
the United States Department of Agriculture and 22.5 percent of the population 
of the State lives in these rural counties. 

The decline of the industries in the distressed urban areas, particularly coal 
mining and textiles, and the underdeveloped nature of the rural counties, neces- 
sarily will limit economic recovery and area development. At present, thousands 
of workers have been left stranded without jobs or alternative employment. 
Redevelopment is necessary to open up new opportunities and to create the base 
for economic growth. 

The problems of these three depressed urban areas are chronic in character. 
They will not be solved by temporary upswings in business in the entire econ- 
omy. They will not benefit from a general reduction in the level of unemploy- 
ment. They will be the last ones to feel the tides of expansion. To hasten the 
process of recovery and to bring them back to the mainstream of American 
economic life it is important that these areas be specifically helped. While 
these communities may ultimately solve their problems through their own local 
efforts, too much suffering and economic waste is being incurred during this 
period. 

The present chronically distressed urban areas in Virginia include Big Stone 
Gap-Appalachia, with an unemployment rate of 9.5 percent in October 1957; 
Radford-Pulaski, with a rate of 10 percent in January 1958; and Richlands- 
Bluefield. The latter experienced a temporary upturn in the latter part of 1957 
but it has again felt the effects of contraction. These markets embrace 12 
counties and 1 city, and have a total population of 355,178 persons. 

In the current recession 2 more urban areas have been classified as surplus: 
the Danville labor market had an unemployment rate of 7.1 percent in February 
1958 and Bristol, a rate of 6.5 percent in January 1958. The contraction of the 
tobacco processing and textile industries spell chronic labor surpluses in these 
areas. 

The distressed urban communities need help in diagnosing their problems, 
organization of community leadership, including not only the commercial in- 
terests but also other groups, financial assistance in improving public facilities 
and, finally, aid in building up adequate industrial sites. Assistance to the 
distressed areas will not only lift many labor markets out of the doldrums but 
will also create new markets for the rest of American industry. 

The Virginia distressed areas require the development of new enterprises and 
economic activities to substitute for the bituminous coal mining industry which 
has dwindled in the Big Stone Gap area because of the decline in demand and 
the exhaustion of the veins. Similar problems exist in the Richlands-Bluefield 
area. The drop in employment in textiles and chemicals and the completion 
of an expansion of the arsenal produced strong reversals in the Radford-Pu- 
laski area, which needs a nucleus for growth. 

This fact sheet deals with the problems of the major and smaller urban labor 
market areas in the State. There are 4 major markets, Hampton-Newport, 
Norfolk-Portsmouth, Richmond, and Roanoke, and 15 smaller labor markets, 
including Alexandria, Big Stone Gap-Appalachia, Bristol, Charlottesville, Cov- 
ington, Danville-Reidsville, Frederickburg, Harrisonburn, Lynchburg, Martins- 
ville, Petersburg, Radford-Pulaski, Richlands-Bluefield, Stanton-Waynesboro, 
and Winchester. The urban areas include 46 out of the State’s 98 counties, 26 
of the 32 cities and 76 percent of the population. 

There are, in addition, very small urban labor markets which also should be 
considered as part of the urban picture. But for the purpose of this analysis, 
they are included in the rural section until such time as the State authorities 
develop precise definitions for these districts. The rural areas will be con- 
sidered in a separate fact sheet. 

Federal assistance is imperative if the depressed urban areas of Virginia are 
to share in the rising American standard of living. Essentially these are un- 


1An urban labor market area is defined by the U. S. Bureau of Economic Security as 
a central city or cities and the surrounding territory within a reasonable commuting dis- 
tance. The minimum size criteria for classification as an urban labor market are a labor 
force of at least 15,000, and nonagricultural employment of at least 8,000; areas which are 
primarily trade or service centers are not so classified. 
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derdeveloped areas in a nation with the most developed economy in the world. 
Just as we seek to aid underdeveloped areas in other parts of the world, we 
must render assistance to the areas in our own country which are in need of a 
more diversified economic base. 


I. STATE HAS THREE URBAN AREAS OF CHRONIC ECONOMIC DISTRESS, 


Three Virginia urban markets have been suffering from a substantial labor 
surplus. They have had unemployment rates in excess of 6 percent over a 3- 
year period. One of these areas (Richlands-Bluefield) has temporarily been 
lifted out of the surplus labor classification but recent trends are tending to 
put it back again. The population of these 3 areas totaled 355,178 in 1957, 
comprising 9 percent of the State total. 

A, Persistence of distress 

One of the three distressed areas (Big Stone Gap-Appalachia) has been 
classified as having a “substantial labor surplus” by the United States Bureau 
of Employment Security since 1953 (table I). Another Radford-Pulaski) has 
been so classified since 1954; and the third (Richlands-Bluefield) has been 
classified as surplus from June 1954 through July 1957, at which time it was 
reclassified to the nonsurplus category. Sut recent reverses have no doubt set 
it back again into the surplus classification. 


B. Disparity between distressed areas and the rest of the State 


The degree of unemployment in the three areas suffering from chronic labor 
surpluses has been markedly higher than in the rest of the State. In 1954 and 
1955, the ratio of unemployment to the total civilian force has been more 
than three times as great as that of the remainder of the State. In 1956 and 1957, 
it was more than double (table II). 

In 1954, the average unemployment rate in the 3 areas was 14.9 percent com- 
pared to 4 percent for the rest of the State. Rates in particular areas ran as 
high as 20 percent in Big Stone Gap-Appalachia to 9 percent in Radford-Pulaski. 

In 1955, unemployment averaged 11.4 percent in the 3 areas while in the 
remainder of the State it was 3.9 percent. The rate in Big Stone Gap-Appalachia 
was 15.8 percent. 

In 1956, the average rate for the 3 areas was 7.3 percent in comparison with 
an average of 3 percent in the rest of the State. In 1957, the average for the 
3 communities was 6.8 percent, compared with an average of 3.2 percent in the 
remainder of the State. 

Current data for the distressed communities indicate a rate of 9.5 percent for 
Big Stone Gap-Appalachia in October 1957 and 10 percent for Radford-Pulaski 
in January 1958. 


C. Disproportionate share of unemployment compensation and public assistance 
paid in surplus labor areas 


While the population of the 3 surplus labor areas comprises about 9 percent of 
the State total, the residents of these areas account for much larger proportions 
of the State’s unemployment compensation and public assistance payments: 

The average weekly number of insured unemployment in the 3 areas 
accounted for between 13 and 25 percent of the State total in the 1954-57 
period (table IIT). 

Unemployment compensation benefits paid in the 3 areas amounted to 
11 to 23 percent of the total in this period (table IV). 

Public assistance payments in the 3 areas comprised 11 percent of the 
total (table IV). 

Total payments under unemployment compensation and public assistance 
programs in the 3 areas accounted for 11 to 19 percent of the State total 
(table IV). 

Recipients of public assistance in the 3 areas comprised 11 to 14 percent 
of the State total (table V). 

Claimants who exhausted their unemployment compensation benefits in 
the 3 areas accounted for 14 percent of the total over the past 5 years 
(table VI). 


D. Outmigration of population 

The persistent lack of employment opportunities in chronically distressed areas 
invariably has meant outmigration. People in search for work have been up- 
rooted. This trend has been quite perceptible in the Big Stone Gap-Appalachia 
area, where population dropped by 10 percent between 1950 and 1957 (table VII). 
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In the other 2 areas, the population increased by 6 or 7 percent which must be 
compared with the rise in the State population of 16.5 percent. These com- 
munities have therefore not increased their population as much as the other 
communities in the State. 

While outmigration may have solved some of the problems of the people who 
moved, it cannot contribute to a solution of the basic problems of the depressed 
areas. If the younger and more vigorous people continue to leave an area the 
problems of rejuvenation are compounded. 


II. BASIC CAUSES OF CHRONIC UNEMPLOYMENT 


A. Contraction in coal mining and textiles 

The difficulties which have been encountered in the western part of the State 
in which these distressed areas are to be found, result primarily from contractions 
in coal mining, textiles, and chemicals. As for coal mining, many seams are being 
exhausted and, furthermore, the demand is declining and efficiency increasing, 
necessitating less labor in this industry. There has been a continuous long-term 
decline in employment in this industry, which fell from 23,100 in 1947 to 
19,000 in 1957. Subsequently the reverses in the coal-mining industry have led 
to further contraction so that in February 1958 only 15,500 were so employed. 

The experience in the textile industry has been similar. Plants have been 
closing and operations have shrunk. While there were 41,300 textile employees 
in the State in 1952, the number has since dropped to 36,900 in 1957. In February 
1958, the number had fallen further to 35,900 (table VIII). 


B. Impact on individual industrial areas 

Big Stone Gap-Appalachia.—This area has become a chronic surplus area be- 
cause it has relied on bituminous coal mining in which employment has contracted 
as a result of mechanization, decreased demand, and exhaustion of local veins. 
There are few manufacturing workers in this area. 

Radford-Pulaski.—The depressed conditions in chemicals including explosives 
and synthetic fibers, and the drop in the textile industry has accounted for the 
unemployment in the area. 

Richlands-Bluefield.—Bituminous coal mining had been the area’s dominant 
industry. Temporary expansion in coal mining in mid-1957 brought some 
recovery. An expansion in furniture and apparel also helped. But the sub- 
sequent reversals in the economic destiny of the coal industry has placed this 
area back in the surplus category. 


CO. Dependence of counties on 1 or 2 manufacturing employers makes them 
economically vulnerable 

Many Virginia communities are vulnerable to economic reverses because of 
their dependence upon the destiny of 1 or 2 manufacturing employers. If a 
change occurred in technology, consumer demand, or locational advantages of 
the products of these companies, the economies of these areas would be 
endangered. 

In 81 of the State’s 130 counties, the 2 largest companies accounted for 50 
percent or more of the manufacturing shipments in 1954. Of the 74 counties with 
less than 1,000 manufacturing employees, 47 were ones in which the largest 
2 manufacturing companies shipped 50 percent or more of the total value of 
shipments (table X). 


Ill. EFFORTS MADE TO REHABILITATE DEPRESSED AREAS 


A. State and local groups 

Community groups are now working in Appalachia, Bluefield, Giles-New River, 
Lebanon, Pulaski, Radford, Richlands, Wytheville, and St. Paul, attempting to 
help these communities in their expansion. Several of these are profit-seeking 
groups. 

Their purposes and resources vary but they seek primarily to attract new 
industries to the area. Some of them are seeking to build plants to attract new 
enterprises. 

The State department of conservation and development has a division of 
planning and economic development, whose primary purposes are to engage in 
studies of State resources, coordinate State development plans and cooperate 
with county, city, and regional planning boards. It is also dedicated to far- 
reaching economic planning. 
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From 1953 through 1957 3 new plants were established in the Big Stone Gap- 
Appalachia area with a total employment of 40 persons. In the Radford-Pulaski 
area, 10 new plants were established with a total employment of 718 persons, 
and in the Richlands-Bluefield area there were 8 new plants with a total em- 
ployment of 725. It is not certain that all of these plants have survived 
(table XI). 

B. Federal programs 

The Federal Government has contributed to the reduction of unemployment in 
the three labor-surplus areas as follows: Military supply contracts between 1954 
and June 30, 1957, totaled $1,759,000 of which $229,000 resulted from preference 
given to labor-surplus areas (table IX). The bulk of the preference contracts 
were placed in fiscal 1956, when they totaled $209,000. These went primarily 
to the Richlands area, 

IV. CONCLUSION 


In spite of the efforts of State and local groups, 2 of the 3 distressed labor 
markets (Big Stone Gap-Appalachia and Radford-Pulaski) continue to suffer 
from a heavy labor surplus. From the record of State and local activities to date, 
it is evident that the resources available to these local groups are insufficient. 
The problems transcend local capacity and State boundaries. 

Federal cooperation and support such as is provided under the Douglas bill 
are needed to supplement the efforts of the State and the local communities. 


Taste I.—Usual labor supply classification of areas of substantial labor surplus 
in Virginia,’ 1953-57 


Labor Market Area sified as 1953 1954 1955 1956 1957 


2 


| 
Year clas- 
surplus 2 


| 

Big Stone Gap-Appalachia 1953 S a ie h- 7 
} 
| 


Radford-Pulaski 1054 NC S Ss Ss Ss 
Richlands-Bluefield * 1954 NC NC-S 8 | 5S S-NC 


1 All three areas classified as smaller areas. Smaller areas are classified S if unemployment is 6 percent 
or more. 

? Current classification system instituted in 1951. 

§ Classified in June 1954 and not classified since July 1957 

NC—Not classified. 


Source: U.S. Department of Labor. 


TaBLE II1.—Number unemployed and percent of civilian labor force unemployed 
in Virginia, 1954-57, by substantial labor-surplus area 


| 
Average percent of ci- 


Average number unemployed | vilian labor force un- 
Labor-market area employed 

| 1954 | 1955 | 1956 | 1957 | 1954 | 1955 | 1956 | 1957 
Le ae a ihe Bs aS 

| os ao0.| aos : re 
State total 61, 300-| 52,500 | 45,200 | 48,100} 4.7] 3.9] 3.2 3.4 
Big Stone Gap-Appalachia | 4,200 | 3,400} 1,900} 1,900 | 20.0 15.8) 9.0 9.1 
Radford- Pulaski | 4,200] 4,100} 3,200} 3,000 |} 90) 89] 7.0] 6.6 
Richlands- Bluefield | 4,500 | 2,800 1,900 | 11,500 | 15.7 9.4] 6.0] 14.7 
3 surplus areas combined - - 12, 900 | 10, 300 7,000 | 6,400 | 14.9 121.41] 7.3] 6.8 
Remainder of State | 48, 400 | 42, 200 | 38,200 | 41,700 | 4.0] 3.4 | 3.0] 3.2 
Percent of State total in 3 surplus areas ; 21.0 | 19. 6 15.5 | 13.3 | | | : 


1 Not classified as an area of substantial labor surplus since July 1957. 


Source: Virginia Unemployment Compensation Commission. 
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TaBLe III.—Average weekly number of continued unemployment compensation 
claims, and claims volumes as a percentage of unemployment compensation 
covered labor force, in areas of substantial labor surplus in Virginia, 1954-57 


Continued unemployment compensation claims 


| As a percentage of un- 


Labor-market area Average weekly number employment compen- 
sation covered labor 
force 

1954 | 1955 1956 1957 1954 1955 1956 | 1957 

State total 20,493 | 12,440 | 10,915 | 13,270 | 3.6 2.2 LZ 1.9 

Big Stone Gap-Appalachia. -- 1, 551 491 411 547 | 20.0 6.8 5.1 6.1 

Radford-Pulaski_- 1, 741 776 620 793 ae 3.6 2.8 3.5 

Richlands- Bluefield --- 1, 828 452 352 1363 | 14.1 3.6 2.6) 12.1 

3 surplus areas combined .| 5,120 1, 712 1, 383 1,703 | 13.9 4.7 3.5 3.9 
Percent of State total. ‘ 25.0 13. 8 12.7 12.8 


1 Not classified as an area of substantial labor surplus since July 1957. 
Source: Virginia Unemployment Compensation Commission. 
TABLE IV.—Unemployment compensation benefits and public assistance payments 
in areas of substantial labor surplus in Virginia, 1954-57 


[In thousands] 





1954 1955 1956 | 1957 
——— —_— — — ~_ ae ———_—__—__— 
TOTAL 
State total sdheatingatnnen ancimitdt $23, 781 $17, 248 $16, 331 | $20, 264 
7: 
3 surplus areas ; ‘at aii $4, 598 | $2, 012 $1, 737 $2, 339 
Remainder of State cae $19, 183 | $15, 236 $14,594 | $17,925 
Percent of total in 3 surplus areas... 19.3 11.7 10.6 | 11.5 
| 
UNEMPLOYMENT COMPENSATION BENEFITS 
| 
State total $16, 735 $9, 872 $8, 732 $12, O89 
3 surplus areas $3, 872 $1, 237 $919 $1, 443 
Remainder of State $12, 863 $8, 635 $7,813 $10, 646 
Percent of total in 3 surplus areas 23. 1 12.5 10.5 | 11.9 
PUBLIC ASSISTANCE PAYMENTS 
State total $7, 046 $7, 376 $7,599 $8, 175 
3 surplus areas $775 _ $818 $896 
Remainder of State $6, 601 $6, 781 $7, 279 
Percent of total in 3 surplus areas ___-- é 10.3 10.£ 10.8 | 11.0 


Source: Virginia Bureau of Research and Statistics. Virginia Unemployment Compensation Com- 
mission. 


LEGISLATION 


TO RELIEVE UNEMPLOYMENT 


— 


887 


TaBLE V.—Annual average number of recipients of public assistance and their 
percentage of population in areas of substantial labor surplus in Virginia, 


1958-57 


Number of recipients of public 


Percentage of population 














| assistance receiving public assistance 
Labor market area = chain his 
| | 
1953 | 1954 1955 1956 | 1957 | 1953 I 1954 | 1955 | 1956 | 1957 
| 
ast, - ae a aerate Pea P [ is 
BONG VOTRE. cnc ceccccus | 46,490 | 50, 710 | 50, 588 | 49,827 | 50,058 | 1.3 14; 1.4] 13 1.3 
Surplus areas: | | | | — | - 
Big Stone Gap- Appele- | | | | 
chia. --| 1,559 1,901 | 1,898 | 1,862 | 1,887; @) | @ (?) 4.7) 3.5 
Radford- Pulaski_ 3 re 1, 794 1,944 | 1,994] 1,949] 2,084 @) | @ (1) | 1.5 1.5 
Richlands-Bluefield__-_-- | 1,893 | 3,053] 2, 284 | 2,328 | 2,268; (1) | @ | Q@) Lz, 48 
3 surplus areas com- | | | | | | 
bined................/ 5,246 | 6,808 | 6,176 | 6,130 6,189 |...... hi animes an wali 
Reminder of State » 41,244 | 43,810 | 44,412 | 43,688 | 43,007 |....../-.--../..22 22]. 
Percent of total in 3 surplus | | 
areas... - . ane 11.3 13. 6 12.2 12.3} 12.4] 


1 Not available. 


Source: 
and Economic Research. 


TaBLE VI.—Number of claimants who exhausted th 


Virginia Bureau of Research and Statistics and University of Virginia. 


Bureau of Population 


eir unemployment compensa- 


tion benefits in areas of substantial labor surplus in Virginia, 1953-57 























Labor market area | 1953 | 1954 955 rE 1956 1957 
a al lh ala il ciceanintalifal aii al 
a ac ia ace Ta leis | 17, 765 é 28, 806 | 5E 
Big Stone Gap-Appalachia. -_- 1, 296 | "1, 564 | 690. 364 555 
Radford-Pulaski 802 3, 167 1, 493 811 859 
Richlands-Bluefield - - -- . . 1, 343 2, 159 | 1, 020 386 1 362 
3 surplus areas combined. f -| 3,441 | 6,890 | 3, 208 | 1, 561 1,776 
| = =|—= = — = —|— — 
Remainder of State ; cna 14, 32 21, 916 ig ” 30, 373 [ 19, 941 19, 782 
Percent of total in 3 surplus areas. -| 19.4 23.9 | 9.5 7.3 
| 


1 Not classified as an area of substantial labor eines since July 1957 


Source: Virginia Unemployment Compensation Commission. 


die 


TABLE VII.—EHstimated population and net change from 1950 to 1957 in 
substantial labor surplus areas in Virginia 


} Population Change 

Area fe ies sitniteanateitnttplieicihaatiamapiiniatinenan 

| 

1950 1957 Number Percent 

= | a —|— anssiae ts 
State total... 3, 318,680 | 3, 866, 656 547, 976 16.5 
Big Stone Gap-Appalachia — 88, 127 78, 921 1 —Q, 206 | o 10 
Radford-Pulaski-. _- 126, 634 134, 007 7, 373 | 6 
Richlands-Bluefield 133, 471 142, 250 8,779 | 7 
J -|—______—— 
3 surplus areas combined 348, 232 | 355, 178 6, 946 2 

| 


1 Town of Norton, with population of 5,062, separated from Wise ¢ 
1, 1954. 


Source: University of Virginia. 


Younty as 


an nlieeniiiein city on Jan, 
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TasLe VIII.—Employment in selected Virginia industries, 1947-57 





| | 
| Coal mining | Textile man- 
| | ufacturing 
Pi occase i usinaemiinntutia ; wails 7 ; ; oul 23, 100 | 
1948_. _. : Speier states 23, 200 | 
| ee ae Se ee van | 21, 900 | 
GS etannes : : on 2 | 22, 200 
1951- se . a ‘ ; | 22, 100 
a detepiciiindies eee eee : ; ‘ ; ‘ 21, 500 | 41, 300 
1953 _- . . aa 18, 200 40, 600 
1954... mabe : 14, 800 7, 800 
1055... .- s - 15, 800 
1956__ - 18, 100 
1957. Tk 19, 000 
Net change: 
1947-57. —- to ‘ —4, 100 “ x 
1952-57... _- int ‘ 4, 400 





Source: Virginia State Department of Labor and Industry. 


TABLE 1X.—Net value of military supply procurement actions of $25,000 or more 
in labor-surplus areas, Virginia, 19538—June 1957 


[Thousands of dollars] 


All actio Actions placed 1 result 
pi ference 
Labor market areas 
} 
1954 | 1955 1956 1957 954 19 1956 ) 

Big Stone Gap-Appalachia | 0 | 770 495 0 0 43 78 ) 
Radford-Pulaski 32 | 21, 893 132 354 0 0 0 0 
Richlands- Bluefield 0 252 839 1, 405 0 22 131 229 
Total 32 | 22,915 1, 466 1, 759 0 ( 209 229 

1 Net value of all procurement actions for the period of time each area was a designated labor surplus area 


Source: Office of the Assistant Secretary of Defense, August 1957 


TABLE X.—Degree to which total manufacturing shipments were accounted for 
by the largest 2 companies, by county, Virginia, 1954 


Number of manufacturing employees 
Percent of county’s value of shipments accounted for 
by 2 largest companies 


Less than | 1,000-9,999 10,000 o7 Total 
1,000 more 
Virginia: 
Less than 50 percent--- 27 2( 2 ay 
50-74 percent cs 31 1h 2 18 
75 percent or more 16 16 3 
Total number of countries___- 74 5] f 130 





Source: U. 8. Bureau of the Census 
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TasLe XI.—Manufacturing plants established, 1953-57, and operating in 1958, 
employment in early 1958, by substantial labor surplus area, Virginia 


Number of plants | Employ- 
Labor market area oieisiiacieaipaitctentaaenicadaliaes sates eae ea 
| | | February 
1953 | 1954 | 1955 | 1956 | 1957 | 1958 


State total 42) 53} 35] 39] 35 | 19, 465 
Big Stone Gap-Appalachia 0 | 1 2 | 0 | 0 40 
Radford Pulaski 2) 3 l 4} 0 | 718 
Richlands- Bluefield 3 1 | 1 1 | 2 725 
3 surplus areas combined 7 5 5 4 5 | 2 1, 483 
Percent of State total i : i 11.9 9.4)11.4)12.8)} 5.7 7.6 


1 Does not include all firms; only those coming to the attention of the division of planning and economic 
development. 


Source: Virginia Division of Planning and Economic Development. 


AREA REDEVELOPMENT Fact SHEET No. 10—OHIO 


Two labor market areas in Ohio have suffered chronic distress and would 
therefore be eligible for assistance under the Douglas area redevelopment bill. 
They are Portsmouth-Chillicothe and Springfield. Seven additional labor mar- 
kets are now in the labor surplus category and in a condition of prolonged unem- 
ployment would become eligible for such assistance. In addition, four low-income 
counties are likely to be qualified for assistance for redevelopment under the 
rural section of the bill. The State as a whole currently reports a rate of unem- 
ployment of 8 percent of the insured employees. 

The chronic nature of these unemployment and underemployment problems 
makes it vital that these communities be assisted in rebuilding their economic 
structure in order that they create a permanent condition of economic good 
health. These problems will not be surmounted by a general upswing in busi- 
ness throughout the country. The depressed urban and rural areas will not 
benefit from a general reduction in the level of unemployment. They will be the 
last to feel the tides of expansion. To hasten the process of recovery and bring 
them back into the mainstreams of American economic life, these communities 
must receive specific help. 

The distressed communities need assistance in diagnosing their problems, 
organizing their community leadership in addition to the commercial interests, 
financial assistance to improve their facilities, and, finally, aid in building 
adequate industrial sites. They can obtain such assistance from the organization 
and funds which will be available under the area redevelopment bill. 


I, LABOR MARKETS IN OHIO 


The State of Ohio has 10 major and 13 smaller labor markets which cover a 
population of 7,141,900 or 79.8 percent of the State total. There are in addition 
very small labor markets * which have not been defined but should be studied at 


1“Very small labor markets” are those which do not meet the size requirements for 
classification as a “‘smaller labor market area” by the Bureau of Employment Security ; viz, 
civilian labor force of 15,000 and nonagricultural employment of 8,000. 
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the earliest possible date. Below is a list of the major and smaller areas with the 
number of counties shown in parentheses : 


Major areas: Smaller areas: 
Akron (1) Defiance (3) 
Canton (1) Athens-Logan-Nelsonville (2) 
Cincinnati (1) Cambridge 
Cleveland (2) Findlay-Tiffin-Fostoria (2) 
Columbus (1) Lima (1) 
Dayton (2) Mansfield (1) 
Hamilton-Middletown (1) Marietta (1) 
Lorain-BPlyria (1) Newark (2) 
Toledo (2) North Philadelphia-Dover (3) 
Youngstown (2) Portsmouth-Chillicothe (4) 


Sandusky-Fremont (4) 
Springfield (1) 
Zanesville (2) 


Of the remaining 47 counties in the State, 38 had urban places and 9 had 
none. Most of these counties are part of very small labor markets. 


A. Distressed labor markets 

The two chronically distressed labor markets are Portsmouth-Chillicothe and 
Springfield. The former includes the counties of Jackson, Pike, Ross, and Scioto 
in the southern part of the State and the latter includes only one county (Clark) 
in the southwestern part of the State. 

Portsmouth-Chillicothe-—This area had a population of 212,000 in 1956. Un- 
employment is now rated at over 10 percent. It had a labor surplus from May 
1952 through July 1953 and again was placed in this category in July 1957. 
Economic difficulties first developed with the completion of new construction 
projects. But subsequently difficulties developed in the leather industry, with 
a large shoe plant closing in May 1957. The area’s reliance on the steel industry 
has seriously impeded recovery. It is held back by the general depression, the 
low level of income and the lack of industrial diversification. The income in 
these counties is relatively low; 3 of the 4 counties had per capita income 
averages of less than $1,000 in 1950 as compared with a State average of $1,588. 

Springfield.—Conditions in this community are even worse. The area has a 
population of 125,000. Economic difficulties began in May 1954 and continued 
through July 1955. The labor surplus appeared again in January 1957. The 
principal cause has been the closings of local printing facilities due to the loss 
of contracts for printing several national magazines. The area has not attracted 
new industry in a volume sufficient to offset this striking loss. The figures for 
February 1958 indicate that the unemployment rate in this labor market was 
14.1 percent. 

Other surplus labor markets.—Other areas have been classified as labor sur- 
plus from time to time. Most of these have not been seriously affected by the 
current recession. Where local distress is continuous there is a danger of 
chronic depression. In some instances the distressed condition has been relieved 
by outmigration. In other areas, it results from the closing of plants which are 
later replaced by new ones. In any event, the industrial expansion throughout 
the state has previously attracted large numbers of displaced workers. But 
with the current reduction in industrial expansion, local unemployment will 
become chronic since alternative employments in other communities are not 
likely to appear at any early date. 


— a 


a <4 
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Labor market | Period of labor surplus Causes 
Major areas: | 

Canton.. ‘ June 1954-January 1955__-- | Production cutbacks in steel and 

| foundries 
January 1958_- ‘ Cutbacks in steel foundries and ma- 

L | _chinery. 
Lorain-Elyria | January 1958 ..| Cutback in steel, primary metals and 

transportation equipment. 
Toledo- - -- March 1954~March 1955 Sharp cutbacks in automobiles. 

March 1958... = Sharp cutbacks in automobiles, metals, 


metal products and machinery. 


Youngstown... he January 1958 Cutback in steel; other industries slack. 
Smaller areas 7 ; 
Athens-Logan-Nelsonville...| November 1952-March 1953...| Coal mining decline causing long-term 


unemployment. Some _ diversifica- 
tion and outmigration relieved con- 
ditions. 

February 1955-November 1955.| Other local industries continue to 
contract. Outmigration again relieves 
situation. 

Cambritige ...cc.scsscocce January 1955-November 1955_| Closing of several local plants. 

i ff es ...| Cutbacks in electrical machinery and 

fabricated metals 


Defiance a sain Pebruary 1006... <c<<<cacas Ordnance, autofoundry and appliance 
cutbacks. 

Findlay-Tiflin-Fastoria June 1954-March 1955_---- ..| Large reductions in machinery, ap- 
parel, rubber, and glass plants. 

Mansfield ; Sao June 1954-March 1955_-_---- Losses in employment in metal, ma- 
chinery and rubber. 

Marietta January 1955-November 1955 This community was hurt by comple- 
tion of two large construction proj- 
ects, removal of a gasket manufac- 
turing plant and cutback in furnite 
plant. Only outmigration and com- 
muting save area from chronic 
unemployment 

Newark June 1954—-March 1955. Extensive layoffs and losses through 
plant closing 

New Philadelphia-Dover_...| February 1955-July 1955 Heavy losses in coal mining due to 
mechanization and reduced demand 
Cutbacks common 

Sandusky-Fremont June 1954-March 1955 Cutbacks in machinery 

Zanesville February 1955-July 1955 Mining and electrical cutbacks. 


_— —E 

While there are only two labor-market areas in the State actually chronically 
distressed, there are a number which have suffered major contractions in 
employment due to the shrinkage in the employment opportunities in mining 
as well as the closing of manufacturing plants. The areas which could become 
chronically distressed would include the Athens-Logan-Nelsonville, Cambridge, 


Marietta, New Philadelphia-Dover, and Zanesville. 
Il, RURAL UNDEREMPLOY MENT 


Four counties in which the people are living at substantially or seriously 
low levels of living according to the United States Department of Agriculture, 
would be eligible for Federal assistance in rural redevelopment under the 
Douglas bill. They are Lawrence, Adams, Holmes, and Vinton. Only the first 
has an urban place. These are located in the southern part of the State, 
except for Holmes which is in the middle of the State. 

The degree of underdevelopment is indicated by the low ratio of nonagri- 
cultural employment to population in these counties. While the average ratio 
is 33 persons per 100 in the population for the State as a whole, the ratio for 
the 4 counties ranges from 7 to 16 (table I). The per capita income for the 
State was $1,822 in 1955 but in 2 of these counties the income was below 
$1,000. They ranged from a low of $832 for Vinton to a high of $1,207 for 
Lawrence. 

The level of living index of farm operator families for the United States in 
1954 was 140, and for the State of Ohio, 160, but in the 4 low-income counties 
the index ranged from 102 for Holmes to 124 for Lawrence. The proportion 
of farms with phones in these counties was relatively low. Compared with 
a State average of 71.6 percent, they ranged from 28.3 to 40.1 percent for these 
counties With a State average of $4,800 for products sold or traded per 
commercial farm in 1954, 3 of the 4 low-income counties had much lower 
production levels. The lowest county average ($1,000) was recorded by Law- 
rence (table IT). 

The population of these rural areas is not sharing in the benefits of our 
economy. Their economic development had hardly begun. Beset by discourage- 
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ments and the shackles of poverty and low living standards, these people cannot 
be expected to rise through their own efforts. 

The Federal redevelopment program can provide the assistance which will 
Stimulate these areas to attain the prevailing American levels of economic 
well-being. 


TABLE I.—Population, nonagricultural employment and per capita income in 
4 low-income rural counties in Ohio 


Population, 1956 Nonagri 
i 7 cultural Per capita 
County or area employ income 
Percent ment per 1955 
Number change 100 


from 1950 | persons ! 


State of Ohio_- 8, 774, 200 13.3 33 $1, 822 
Adams. 21, 700 5.9 11 969 
Holmes._ -.- 20, 200 aa 4 1, 087 
Lawrence - - 52, 300 | 6.5 16 1, 207 
Vinton 11, 100 10.3 7 832 


1 Employed in OASI-covered industries, 1953, compared to 1950 population 


TABLE II.—Level of living, value of products sold, and low production farms i 
4 low-income rural counties, Ohio, 1954 


U 


Average | Commercial farms 





Level of Percentage of farms with value of under $2,500 prod- 
living products ucts sold 
County or area index 1 = P ; sold or 
(1945= traded 
100) Elec- Tele- Auto- per farm 
tricity phones mobiles thou- Number | Percent 
sands 
United States_ 140 93. 0 48.8 88.9 $5.2 |1, 225 36.8 
State of Ohio_- 160 97.0 71.6 85.6 1.8 29.5 
Ohio counties 
Adams 121 93. 6 28.3 76.5 2.8 54.3 
Holmes.- - - 102 58. 8 37.3 52.7 4.8 18.9 
Lawrence 124 98. 3 40.1 62.8 1.1 395 60. 6 
Vinton. ; 103 95. 5 31.0 64.7 1.2 150 54.9 


AREA REDEVELOPMENT Fact SHEET No. 11—VIRGINIA: VERY SMALL LABOR MARKET 
AND RURAL AREAS 


The people in 49 Virginia counties, located in very small labor market and 
rural areas,’ are living at substantially or seriously low levels of living as 
classified by the United States Department of Agriculture and may be eligible 
for Federal assistance to improve their economic situation under the Douglas 
area redevelopment bill. Twenty-two and one-half percent of the State’s popu- 
lation is to be found in these counties. Adding the 12 counties in the distressed 
urban labor markets, we get a total of 61 counties, out of a total of 98 in the 
State, with 52 percent of the State’s population desperately needing assistance 
and eligible for aid under the bill to lift the standards of living and develop 
fully productive employments for these people. (See area redevelopment fact 
sheet No. 9 for details on urban labor market areas. ) 

The people in the 49 counties of very small labor market and rural areas 
have not enjoyed the benefits of national economic expansion. Their incomes 
have been low; they have only the most meager opportunities to supplement 
their low incomes. 

A prosperous United States depends not only on the correction of the con- 
ditions creating distress and unemployment in urban areas but also on improve- 


1 Very small labor market areas are those which do not fulfill the requirements for classi- 
fication by the Bureau of Employment Security as a “‘smaller labor market,” i. e., having a 
labor force of at least 15,000 and nonagricultural employment of at least 8,000. 


= we a wv 


LEGISLATION TO RELIEVE UNEMPLOYMENT 893 


ment in the economies of our underdeveloped, marginal, very small labor 
market areas and rural counties with which this fact sheet is concerned. 

Local and State agencies in Virginia have not been able to find a solution 
to the problems of underdevelopment. They do not have the resources and the 
experience with which to undertake the huge task confronting them. They 
must have the help of the Federal Government. 

Some voluntary efforts of modest proportions have been initiated under a 
Department of Agriculture program of rural redevelopment. But they can 
only engage in very modest projects because they have very limited funds 
for essentially large jobs of area employment expansion. Assistance to the 
individual family farmer may relieve the extreme distress but the vital need 
is to undertake extensive stimulation of the economy of these regions. Funds 
and manpower for such efforts must be supplied to a larger extent by the 
Federal Government. 

Federal agencies must provide help to develop the blueprint for economic 
recovery, rehabilitation, and redevelopment. Organized community effort can 
then flourish under the stimulation of the technical aid provided by a corps 
of experts reporting on the needs of the area. Grants and loans must be pro- 
vided to local areas to develop the public facilities necessary for economic 
advances. Finally, financial aid is essential for the construction of adequate 
industrial sites and buildings. Such economic expansion will be boon to the 
entire Nation. Through such efforts the underemployed will make their rightful 
contribution to American prosperity and create new markets for American 
industry. 


I. LOW LEVELS OF LIVING IN VERY SMALL LABOR MARKET AREAS 


Low levels of living are the test of distress in the nonurban very small labor 
markets and in rural counties of Virginia. In areas where more than one-half 
of the population are in urban communities, substantial proportions of the work 
force are employees. In them, unemployment provides a direct test of distress. 
When people are unemployed they receive no income. When employed, they are 
earning income. It may be insufficient, but we now have Federal and State fair 
labor standards which are setting floors on such income. 

But the economic distress of the self-employed and farmers cannot be tested 
by unemployment. The most accurate determinant of their distress is the degree 
of underemployment and the adequacy of family income. The standard of living 
in these communities provide us such a gage of the adequacy of their economic 
development. The United States Department of Agriculture has classified the 
counties of the United States on the basis of standard of living. 

The farm operator family level of living index of the United States Department 
of Agriculture provides us with a yardstick for measuring the standards of living 
in the 49 Virginia counties which are outside of urban labor market areas and 
have more than half of their populations in rural areas. 

The farm operator family level of living index reflects the average level of 
current consumption or utilization of goods and services. It is not identical with 
an income or expenditure level, which is more appropriate for urban areas. The 
measure is an index for an entire county which can be compared with those of 
other counties in the United States. The farm operator family level of living 
index includes: (1) percentage of farms with electricity ; (2) percentage of farms 
with telephones; (3) percentage of farms with automobiles; and, (4) average 
value of products sold or traded in the year preceding the index (adjusted for 
changes in purchasing power of the farmer’s dollar). 

In classifying the counties, we followed the United States Department of 
Agriculture low-income classifications which placed farms in the low-income 
eategory on the basis of 3 criteria: (1) farms which average less than $1,000 
residual farm income to operator and had farm operator family level of living 
index below the regional average and 25 percent or more of commercial farms 
classified as “low production”; (2) average farm operator level of living index 
was in the lowest fifth for the Nation; (3) 50 percent or more of the commercial 
farms were classified as “low production.” Areas meeting all 3 categories were 
classified as serious low-income counties; those meeting any 2 of the criteria 
were classified as substantial low-income counties: those meeting 1 of the 
criteria were classified as moderate low-income counties. In 1954 the average 
county index for “serious” was 90; for “substantial,” 111, and for “moderate,” 
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126. In this survey we have included all counties which have an index of less 
than 126 as being low-income counties probably qualified for assistance under 
the Douglas area redevelopment bill. 


A. “Substantial” and “serious” low levels of living 


In 49 out of the 77 counties in the very small labor market areas and rural 
counties the people are living at substantial or serious low levels of living. 
These counties had 22 percent of the total population of the State and 40 percent 
of the population outside of the large and small labor market areas. 

1. Levels of living —The average farm operator family level of living index 
for the United States 140 in 1954, 122 in 1950, and 100 in 1945. Im 1954, the 
average for all counties in Virginia was 119. Among the 49 counties with the 
serious and substantial low levels of living, the unweighted average was 107. 
The lowest level was in Scott County which had an index of 70. The number 
with indices under 75 was 1; indices of 75 to 90, 1; 90 to 100, 11; 100 to 111, 16; 
and from 111 to 126, 20 (table II). 

2. Per capita income.—The low levels of actual cash income in these areas is 
further amplified by the data on average per capita disposable income. While the 
United States per capita disposable income in 1956 was $1,708, the average for the 
State of Virginia was $1,451. The unweighted average for the 49 counties was 
$927, or 46 percent below the national average and 36 percent below the State 
average. Only 1 of 49 counties had a per capita income in excess of the State 
average. The lowest per capita average appeared for Charlotte County with 
$651. The distribution was as follows: counties with per capita income of less 
than $700, 4; $700 to $800, 10; $800 to $900, 12; $900 to $1,000, 12; $1,000 to 
$1,100, 1; and over $1,100, 10. 

3. Inadequacy of nonagricultural employment.—One measure of the under- 
development in these areas is the small number of nonagricultural jobs. Data 
on this subject were available for 40 of the 49 counties under scrutiny. These 40 
accounted for 18 percent of the State’s total population, but they comprised only 
9 percent of its nonagricultural employment. In the State as a whole there were 
20 nonagricultural jobs for each 100 persons in the population in 1953. The un- 
weighted average for these 40 counties was 10 jobs. The distribution of the 
counties by number of nonagricultural jobs per 100 persons in the population was 
as follows: 2 or 3 jobs, 5; 4 or 5,4; 6 or 7,1; 8 or 9, 10; 10 or 11, 6; 12 or 13, 3; 
over 13, 11. The county with the highest number was King William with 21 
nonagricultural jobs per 100 persons in the population. 

4. Percentage of farms with value of products sold or traded under $2,500. 
The unweighted average percentage of farms which earned less than $2,500 on 
products sold or traded in these 49 serious and substantial low levels of living 
counties was 59 percent. This compared with 57 percent for the State as a whole 
and 36.8 percent for the United States. The counties with the highest percentage 
of farms below $2,500 were Mathews and Scott Counties with 93.3 percent. Fol- 
lowing was Carroll County with 87.4 percent. The remaining counties were dis- 
tributed as follows by proportion of farms where value of products sold or 
traded was less than $2,500: between 70 and 80 percent, 3; between 60 and 70 
percent, 20; between 50 and 60 percent, 12; between 40 and 50 percent, 7; and 
under 40 percent, 4 (table IT). 

5. Percentage of farms with electricity.—In the United States 93 percent of the 
farms had electricity. Virginia as a whole was nearly up to that level with 91.7 
percent. The unweighted county average of these 49 counties was 88.9 percent 
There were 4 counties with 70 to 80 percent of their farms having electricity, 21 
with 80 to 90 percent, and 24 counties with 90 percent or over. 

6. Percentage of farms with telephones.—The low proportion of farms with 
telephones is indicative of the low standards of living. While the United States 
average is 48.8 percent, the average for Virginia is 33.6 percent and the un- 
weighted average for these 49 counties was 26.8 percent. The highest percentage 
of farms with telephones was in Highland County with 56.1 percent. The dis- 
tribution of the remaining counties was as follows: counties with more than 30 
percent of farms with telephones, 21; with 20 to 30 percent, 10; with 10 to 20 
percent, 13; with less than 10 percent, 4. 

7. Percentage of farms with automobiles.—Automobile ownership adds consid- 
erably to the standard of living, as it opens new horizons not otherwise within 
reach. Of course, if income is inadequate to maintain and operate the automobile, 
it is of little use, but the proportion of automobile ownership is a general indica- 
tion of living standards. Department of Agriculture declares that “farm families 
with automobiles are more likely to be able to take advantage of various services 
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located away from the farm, such as health facilities, libraries, and recreation, 
than those who do not own automobiles.” The proportion of farms with auto- 
mobiles in the United States was 88.9 percent whereas in the State of Virginia 
the ratio was 60 percent, and the unweighted average among these 49 counties 
was 60.4 percent. The counties were distributed as follows as to the percentage 
with automobiles : In 28 counties 60 percent or more of the farms had automobiles; 
14 counties had 50 to 60 percent ; 5 counties had 40 to 50 percent ; 1 county with 
30 to 40 percent; and 1 county had less than 30 percent. Scott County had the 
lowest percentage with 29.6. 

8. Decline in population.—Considerable outmigration existed in 7 of the 49 
counties. While the population of the United States increased by 13 percent 
between 1950 and 1957, the rise for Virginia was 16.5 percent. A net decline 
took place in 7 of these counties. The unweighted average increase for the re- 
maining 42 counties was 8.5 percent. The distribution of the percentage increases 
in population was as follows: Under 5 percent, 19 counties; between 5 and 10 
percent, 16 counties; between 10 and 16.5 percent, 2 counties; and over 16.5 
percent, 5 counties. 

II. LOW INCOME CLASSIFICATION 


The area redevelopment bill provides that aid is to be given to 300 rural counties 
with “the largest number and percent of low-income farm families” and where 
there exists “substantial and persistent unemployment.”’ 

In order to select the counties and economic areas which should secure im- 
mediate attention, one approach suggested is to list the counties in the United 
States with the lowest levels of living, obtain a second list of those with the 
highest percentages of farms earning less than $2,500 on products sold or traded 
and to focus on those counties which appear on both lists. A list of 500 counties 
in the first category and another list of 500 in the second category were developed 
and from these was derived a list of 315 counties which met both of these condi- 
tions. A total of 17 counties were in 1 on these 2 lists. In the list of 315 for 
the United States, 8 counties of the 49 under consideration are to be found. 
(Table IIT.) 


III, BASIC CAUSES OF SUBSTANDARD LIVING STANDARDS 


Depressed living conditions in the very small labor market and rural areas 
are the result of insufficient land and capital, the improper choice of farm 
product and the absence of adequate off-farm employment opportunities. To 
promote the economy of such an area it is necessary to redesign it in order to 
assure a base for further development. The above conditions themselves handi- 
cap the area in dealing with its own problems, because the population is without 
the wealth and experience and resources on which to build a sound economy. 


IV. EFFORTS AT AIDING SUBSTANDARD AREAS 


A. Federal rural development program 

The rural development program is a long-range cooperative effort built around 
local efforts and Federal technical aid for substantial counties. The program 
was initiated in June 1955. The primary responsibility for coordinating the effort 
rests with the Department of Agriculture. 

At present only two Virginia areas are being assisted. They are Carroll and 
Cumberland. The program emphasizes the need of improving the economic base 
of low-income rural counties by increasing productivity of low-income farmers in 
commercial agriculture, increasing the productivity and prospects of nonfarm 
jobs by encouraging new industry in these rural areas, and raising the social 
and economic standards within the area. 

This Federal program enjoys limited funds and depends primarily upon volun- 
tary effort. It cannot provide the extensive technical assistance required for 
the thorough economic study of rural areas leading to redevelopment. It can 
provide no funds for the construction of new local public facilities or for the 
eonstruction of industrial plants if such may be required in order to stimulate 
industrial development. 


B. State and local programs 

We have already indicated the limited nature of State and local efforts in 
Virginia and the difficulty of expecting sufficient expansion in the light of the 
limited resources of this State. 
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Vv. CONCLUSION 


The population of the very small labor markets and rural areas in Virginia 
is not sharing in the benefits of our economy. Their economic development has 
hardly begun. Beset by the discouragements, the shackles of poverty and low 
living standards, the people cannot be expected to rise through their own efforts. 
The present programs are inadequate. 

Average per capita income in Virginia is not rising at the same rate as in the 
remainder of the country and is held back by the absence of a sound base for 
economic expansion and by its low income. Both urban and rural areas are 
handicapped by these conditions. The Federal Government can provide the as- 
sistance which will stimulate this area to attain the prevailing American levels 
of economic well-being. 


TABLE I.—Population, nonagricultural employment and per capita income in 49 
poy , I \ 
low-income rural counties, Virginia 


Population Nonagricul- 
tural 
employment | Per capita in- 
Number Percent per 100 per- come, 1956 
1957 change sons, 1953! 


from 1950 





State of Virginia : ; 3, 866, 656 16.5 20 $1, 451 
Amelia 5.0 7 755 
Amherst 4.9 4 834 
Appomattox 4.6 12 905 
Bedford _- ; 8.4 10 930 
Brunswick __- . 1.4 9 756 
Buckingham. . 3 731 
Campbell. . . 24. 5 2 1, 376 
Carcline data - iT . 848 
Carroll 7.1 14 757 
Charlotte 9.1 9 651 
Cumberland 2.8 3 696 
Dinwiddie 12.0 1, 133 
Essex 3.8 15 823 
Gloucester ‘ 8.9 9 RRA 
Grayson —9§.2 14 901 
Greene 10. 4 2 752 
Greensville 8.7 18 873 
Halifax 4.1 1] 794 
Hanover 24.4 9 1, 101 
Henry tate 21.6 1, 197 
Highland —8.9 5 667 
King and Queen 9.2 9 809 
King George_. —§,2 3 1, 204 
King William 6.0 21 OR5 
Lancaster. 5.9 18 989 
Louisa 7.3 13 748 
Lunenberg 4.0 9 964 
Madison 6.6 4 691 
Mathews —6.7 8 961 
Mecklenburg. = 1.9 16 945 
Middlesex. - 3.2 9 899 
Nelson rs l 10 719 
New Kent 9.1 2 8S 
Northumberland_- —2.1 10 940) 
Nottoway —14 16 1, 143 
Patrick 4.5 & 777 
Pittsylvania 9.4 Q 1, 151 
Prince Edward 2.4 16 1, 061 
Prince George-- 60.8 ( 1, 556 
Richmond 7 0 916 
Rockbridge 7.9 (2 1, 246 
Scott 2.2 3 764 
Smyth 3. 0 18 880 
Southampton. . 15 11 877 
Spotsylvania. 30.9 (?) 1, 405 
Surry .- 6.4 3 856 
Sussex _ _. 5.6 10 | 808 
Washington_. | 2.0 (?) 952 
Westmoreland 4.9 13 gil 


| 


1 Employees covered by old age and survivors insurance program in mid-March 1953 related to population 
as of 195). 

2 Figures not available. 

Sources: Population—University of Virginia and U. S. Bureau of the Census Nonagricultural Employ- 
ment: U. S. Bureau of the Census Per Capita Income; Survey of Buying Power, Sales Management. 
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TaBLE II.—Level of living, value of products sold, and low production farms in 
49 low-income rural counties, Virginia, 1954 


| Percentage of farms with Average |Commercial] farms 
Level of et per a ’ ____| value of under $2,500 
County or area living products products sold 
index ¢ Elec- Tele- Auto- sold or ceed 
(1945= tricity phones | mobiles | traded wi 
100) per farm | Number | Percent 
! i | 
Thou- | 
sands 
United States. -- ‘ ae 140 93. 0 48.8 88.9 $5.2 |1, 225, 775 | 36.8 
State of Virginia 119 91.7 33.6 60.0 2.¢ 40, 735 57.1 
Virginia counties 
Amelia ; 103 87.5 21.1 35. 5 30 278 | 53.7 
Amherst 105 90. 2 38. 1 51.1 1.5 256 65.5 
Appomattox. - 97 89.3 14.5 58.1 2.0 406 62.5 
Bedford 113 93.8 38. 4 60.0 Se 910 68. 7 
Brunswick 99 88. 6 11.1 60. 3 2.2 1, 191 60.0 
Buckingham 83 71.9 12. 1 48.5 2.0 463 69. 6 
Campbell 112 95.3 26. 4 65. 1 2.1 696 61.3 
Caroline 107 90. 7 23. 5 65. 8 1.7 187 46.4 
Carroll 92 92.9 19.3 42.5 & 1, 055 87.4 
Charlotte i 94 90. 1 6.7 60. 1 2.3 1, 040 72.2 
Cumberland. - - | 104 78.8 34.5 57.2 2 4 410 | 67.3 
Dinwiddie : | 105 90. 4 25.1 55.8 2.9 465 43.7 
Essex jn teat ge’ ¢ 103 72. 4 | 17.4 | 60.7 2.2 | 155 | 59. 2 
Gloucester - - .- *e 121 92. 4 32. 6 66. 1 ao 151 | 62.1 
Grayson... ..--- 96 92.8 28. 2 48.4 9) 643 75.5 
Greene : .| 4114 84.7 17.7 49.4 2.0 | 145 | 66.8 
Greensville_-- ; 92 82.9 | 3.0 60. 2 2.6 | 393 | 45.5 
Halifax __- 3 huiteiiekirgl 93 | 85.0 | 14.0 | 52.1 2.5 2, 641 66. 6 
Hanover__-_.--- ; 124 89.6 | 39.3 | 73.9 | 2.6 | 396 57.8 
Bos sp oknt bonis | 10| 95.8] 40.2 62.1 | 1.1 | 315| 67.9 
Highland --_- ‘ nol >115 90.1 | 56.1 67.4 | 2.5 | 212 | 67.1 
King and Queen............- 110 88.3 | 21.4 | 74.5 | 1.3 | 185 | 66. 1 
King George..........--- © 103 94.6 | 30.8 | 75.1 | 1.5 | 100| 52.2 
King William_--. pions «121 93.0 | 37.2 | 72.6 | 3.2 91 | 40.8 
Lancaster. fi | #110 93.0 | 39.0 72.9 | 1.8 | 70| 43.5 
Louisa aia . 7 | 114 87.9 39. 1 | 63.8 1.5 325 57.9 
Lunenberg dl | 94 88.9 10.1 55.8 | 2.3 956 | 67.8 
Madison bahay archi teins 4114 | 93.0 55.2 | 63.9 | 2.6 | 295 60.6 
Mathews... 5d £ 103 95. 2 34.9 | 51.3 | .8 | 70} 93.3 
Mecklenburg--- "| 96 | 88.2 | 10.6 | 56. 2 2.4 | 1, 934 63.2 
eee £ 103 79.1 | 19. 4 | 68. 3 | 2.5 50 | 39.4 
Nelson - bedee 109 | 82.7 36. 6 53.6 | 1.7 | 340 | 66. 3 
New Kent. ..- eicaieste 121 | 96.3 | 43.5 53.0 a7 65 | 52.8 
Northumberland...........- | 115 | 84.6 24.0 | 76.3 2.1) 160 42.3 
Nottoway-. pa a fg Se 103 | 88.4 12.1 66. 6 2.6 | 286 | 50. 6 
PERG cubluceccddctecedadete | 90 92.1 | 17.0 | 42.5 1.4 | 727 | 67.0 
PUIUINERS . o vndedenccscacel 111 | 92.1 | 21.2 | 66. 0 2.9 2, 396 | 50.8 
i 95 87.9 7.8 58.9 2. 4 | 460 | 61.7 
Prince George. h 124 85.9 33.0 | 77.8 2.7 | 240 62.0 
Richmond. .. |} 110 82.9 | 37.0 | 56.1 | 1.8 | 160 | 56.3 
Rockbridge - -- 123 95.3 48.9 69.0 2.2 | 145 | 47.5 
Scott... = | 70 | 92.0 2.5 29. 6 9] 1, 745 93.3 
Smyth ; 114 | 97.8 34.9 58.0 2.2 401 59.4 
Southampton 116 99.3| 18.5 68.4 5.5 496 | 36.0 
Spotsylvania 113 | 90.3 39.3 64.3 1.5 147 | 54.2 
Surry h 124 86. 6 34.5 74. 6 4.7 206 | 38. 1 
Sussex 120 86.7 27.1 74.2 4.3 292 35.9 
Washington 105 94. 1 24.9 52.6 1.7 1, 947 75.9 
Westmoreland... = coun 110 82.4 34. 3 62.4 2.5 190 50.3 











* Indexes for farm-operator family level-of-living (United States average for 1945= 100). 
’ Combined index covers Bath (not shown in this table) and Highland Counties. 

¢ Combined index covers Essex and King George Counties. : 

4, ¢,f,#, 4 Counties with same symbols share combined index as in note c. 


Sources: Level of Living Index, U. 8. Department of Agriculture. Other, U. S. Bureau of the Census, 
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Tasi_xe III.—Classification of 49 low-income rural counties in Virginia among list 
of United States counties with lowest level of living, highest percentage of 
low-production farms, and both, 1954 


Classification ! 


315 United 
500 United States counties States 
counties 
County 


With highest | Falling into 


With lowest percent of both low 
level of living | farms having) living level 
index gross sales of | and low farm 
less than sales lists 
$2,500 
Bedford x ‘. 
Buckingham xX xX xX 
Carroll__.- X X xX 
Charlotte- X xX xX 
Grayson __ X x xX 
Greensville ae” ecdeteetevan me 
Hal 'fax x xX x 
Henry -- X = 
Highland xX 
Lunenberg --- x xX x 
Mathews. -- x 4 
Mecklenburg xX 
Patrick x x ; 
Prince Edward -_- x seaside tenses = sec 
Beott..... x xX 
Washington. xX as a 
1“*X”’ indicates that county is included on specified lists. Lists were prepared under direction of Sar A. 


Levitan, Legislative Reference Service of the Library of Congress, to provide informat‘on on “low income 
rural areas which would be eligible for ass‘stance under a comprehensive Federal assistance program aimed 
to allev‘ate under-employment.’”’ (Federal Assistance to Labor Surplus Areas, report prepared at request 
of chairman of House Committee on Banking and Currency, 1957, p. 31. 


Source: U. S. Department of Agriculture. 


AREA REDEVELOPMENT F'act SHEET No. 12—INDIANA 


Two major labor market areas and four smaller areas in Indiana are suffering 
from chronie economic distress and would therefore be eligible for assistance 
under the Douglas-Payne area economic redevelopment bill. They are: 


Major areas: Smaller areas: 
‘vansville* Michigan City-La Porte 
Terre Haute Muncie 
Richmond 
Vincennes 


Three additional major areas (Fort Wayne, Indianapolis, and South Bend) 
are now in the substantial labor surplus category and would also become eligible 
for such assistance in the event of prolonged unemployment. In addition, six 
low-income counties are likely to be qualified for aid under the bill’s provision 
for rural redevelopment. 

The State as a whole has a rate of unemployment of 8 percent of the insured 
employees. The chronic nature of these unemployment and underemployment 
problems makes it vital that these communities be assisted in rebuilding their 
economic structure in order that they create a permanent condition of economic 
good health. These problems will not be surmounted by a general upswing in 
business throughout the country. The depressed urban and rural areas will not 
benefit from a general reduction in the level of unemployment. They will be 
the last to feel the tides of expansion. To hasten the process of recovery and 
bring them back into the mainstreams of American economic life, these com- 
munities must receive specific help. 

The distressed communities need assistance in diagnosing their problems, 
organizing community leadership in addition to that provided by commercial 


1 Including Henderson County, Ky. 
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interests, financial assistance to improve their facilities, and, finally, aid in 
building adequate industrial sites. They can obtain such assistance from the 
organization and funds which will be available under the area economic rede- 
velopment bill. 

I, INDUSTRIAL LABOR MARKET AREAS 


The State of Indiana has 5 major labor market areas and 5 smaller areas which 
have been classified by the Bureau of Employment Security in recent years. These 
areas encompass 8 of the State’s 90 counties and include a population of 1,719,000, 
or 39 percent of the State’s total. There are additional smaller and very small 
labor market areas which have not been defined but which should be studied 
at the earliest possible date and added to this list. Below is an enumeration 
of the major and smaller areas which have been defined with the number of 
counties shown in parentheses : 


Major areas: Smaller areas: 
Evansville (2) ? Connersville (4) 
Fort Wayne (1) Michigan City-La Porte (1) 
Indianapolis (1) Muncie (1) 
South Bend (1) Richmond (1) 
Terre Haute (1) Vincennes (1) 


A. Distressed areas 


The 6 Indiana areas suffering from chronic distress had a population of 583,000 

in July 1956, 18 percent of the State’s total. 
1. Major areas 

Evansville.—This labor market area had a population of approximately 212,000 
in 1956, including Henderson County, Ky. Unemployment reached an alltime 
peak of 9,500 in February 1958, 11 percent of the labor force. It has been 
classified as a substantial labor surplus area continuously since January 1956, 
having been previously lifted from this classification in May 1955 after 1 year 
of high unemployment. Cutbacks in production of refrigerators and automobiles 
are responsible for the upsurge in unemployment in the past year, which increased 
by 53 percent in February 1958 over the previous year. A number of large plants 
have been closed, resulting in chronic distress in the area. More than 10,000 
people have left the labor force in the past 5 years. While a general business 
recovery would cut unemployment, it would not remove the area’s chronic 
distress. 

Terre Haute.—This area, with a population of 105,800 in 1956, has been a labor 
surplus area almost continuously since World War I. Its depressed status is 
attributable to long-term declines in manufacturing, coal mining, and supporting 
trade and service activities. Unemployment exceeded 9 percent of the labor 
force from 1954 through the middle of 1957. In January 1958, it was 9 percent, 
with 4,200 of the 44,900 labor force out of work. This area has not developed a 
sufficient industrial base to enable it to lift itself from the labor surplus category 


during good times. Manufacturing accounts for less than 30 percent of the non- 
farm jobs. 


2. Smaller areas 


Michigan City-La Porte.—Cutbacks in ordnance, farm machinery, transpor- 
tation equipment and fabricated metal manufacturing at the end of 1953 placed 
this area in the labor surplus category in January 1954 and it has remained 
distressed ever since. The dominance of the ordnance industry, which em- 
ployed 5,900 of the area’s 31,900 nonagricultural wage and salaried workers, in 
January 1954, resulted in an inadequately diversified industrial structure. 

Muncie.—This area was classified as labor surplus from March and July 1952 
and from June 1954 to September 1955 and, after a recovery in auto parts 
employment, was again returned to the surplus list in March 1956, where it has 
remained ever since. Its dependence on the auto parts industry, which ac- 
counted for 6,100 of the area’s 30,900 nonfarm jobs in January 1956, makes it 
particularly vulnerable to the trend toward integration of parts production by 
the automobile manufacturers. Unemployment in January 1958 numbered 5,000, 
12.5 percent of the labor force. 

Richmond.—Nonelectrical machinery, principally household appliances and 
farm machinery, has been the dominant industry in this area, accounting for 
6,500 of the 12,500 factory jobs in September 1956. Cutbacks in machinery 
production placed the area in the labor surplus category in September 1956 and 
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it has not been able to stage a sustained recovery. The closing of two plants 
(Brunswick Radio and International Harvester) during the past year has added 
to the area’s distress. Unemployment numbered 2,000 when last reported (Sep- 
tember 1957) and amounted to 7 percent of the labor force. 

Vincennes.—This area is a former bituminous coal mining center whose mines 
have been largely exhausted. The area’s largest factory (a shoe plant) was 
closed in 1951 and reopened later with half its usual payroll. Manufacturing 
accounted for only 2,550 of the 12,000 nonfarm jobs in mid-1953. The area has 
been continually classified in the substantial labor surplus category since No- 
vember 1953. Unemployment numbered 2,050 in February 1958, or 14 percent of 
the civilian labor force. Lack of industrialization and diversified employment 
opportunities point to the need for a comprehensive redevelopment program. 

B. Other labor surplus areas 

Two of the State’s five major labor markets are suffering from chronic distress 
and the three remaining major areas have been classified as substantial labor 
surplus areas during the current recession. In the case of two of these (Fort 
Wayne and South Bend) there is a previous history of labor surplus classification 
during recent years. Fort Wayne had an unemployment rate of more than 6 
percent from May 1954 to March 1955. In March 1958 it was again classified as 
surplus as a result of losses in electrical machinery, motor vehicles and primary 
metals. 

South Bend was a labor-surplus area from March 1954 to November 1955 
and again from May to September 1956. In January 1958, it was returned 
to the surplus labor list due to curtailment in the dominant transportation 
equipment (autos, aircraft) industry as well as in nonelectrical machinery, 
rubber and foundry products. Outmigration had reduced the distress in South 
Bend following the sharp contraction of employment at the giant Studebaker 
plant in 1954 but the addition of new plants has barely offset losses from addi- 
tional plant liquidation since 1954. 

Unemployment climbed above 6% for the first time during recent years in 
Indianapolis in March 1958 as a result of cutbacks in autos, aircraft, machinery, 
and metals. 

II. RURAL UNDEREMPLOYMENT 


Six Indiana counties in which the residents are suffering from substantially 
or seriously low levels of living, according to the United States Department 
of Agriculture, would be eligible for Federal assistance in rural redevelopment 
under the Douglas-Payne bill. They are Crawford, La Grange, Martin, Orange, 
Perry, and Scott. 

The degree of underemployment is indicated by the low ratios of nonagricul- 
tural employment to populations in these countries. In only one of these 
counties (Perry with a ratio of 23 per 100 population) does the ratio approach 
the State average of 25; in the remaining counties, these ratios range from 
4 to 18 (table I). The per capita income in these counties ranged from $920 
in Crawford to $1,221 in La Grange, compared to the State average of $1,764 
in 1956. 

While the level of living index of farm operator families in the United States 
averaged 140 in 1954 and the Indiana average was 1638, the indexes for the 6 
low-income counties ranged from 103 in Crawford to 124 in Scott (table II) 
The proportions of farms with telephones and automobiles in the 6 counties 
were quite low. Compared with a State average of 72.1 percent with phones, 
the proportions in the low-income counties ran from 15 to 59 percent. Autos 
were operated by 85 percent of the State’s farms, compared to a range of 64 to 
72 percent in the low-income counties. The average value of products sold or 
traded per farm was $5,900 in Indiana, compared to averages running between 
$1,500 and $2,700 in 5 of the 6 low-income counties. 

The population of these rural areas is not sharing in the benefits of our 
economy. Most of them are suffering from stagnation and two have experienced 
net outmigration since 1950. Their economic development has hardly begun 
Beset by discouragements and the shackles of poverty and low living standards, 
these people cannot be excepted to solve their problems unaided. 

Federal economic redevelopment program can provide the assistance which 
will enable these areas to attain the prevailing American levels of economi: 
well-being. 
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TABLE I.—Population, nonagricultural employment and per capita income in 
6 low-income rural counties, Indiana 


| 


Population Nonagri- 
spiel cultural em- 
County or area ployment Per capita 
: Number, | Percent | per100 | income, 1956 
Jan. 1, 1957 change persons ! 


from 1950 


State of Indiana =e 4, 411, 500 12.1 25 $1, 764 
Crawford ‘ 9, 100 —2.1 4 920 
La Grange 16, 000 4.2 5 1, 221 
Martin 10, 700 2 ll | 1, 099 
Orange oe 16, 300 —3. 5 18 1, 137 
Perry... 17, 500 7 23 | 1, 109 
Scott 14, 300 24. 1 17 1, 168 

Employees covered by State Employment Security Act, 3d quarter of 1957 r¢ lated to January 1957 


population 


Sources: Population, Survey of Buying Power, Sales Management and U. S. Bureau of the Census 
Nonagricultural Employment, Indiana Employment Security Division, Per capita income, survey of 
Buying Power, Sales Management. 


TaBLE II.—Level of living, value of products sold, and low-production farms in 
6 low-income rural counties, Indiana, 1954 


Average Commercial farms 
Level of Percentage of farms wit} value of under $2,500 prod 
living in products ucts sold 
County or area  @ezi. i Sedition > sold or ia = 
1945 traded per 
100) | Electric- Tele- Automo- | farm (thou-| Number | Percent 
| ity phones hiles nas 
United States 140 93. 0 18.8 SS. 9 $5. 2 , 225, 775 36, 8 
State or Indiana 163 96. 6 72. 1 85.4 yy 31, 266 27.1 
Indiana couritie | 
Crawford 103 90, 5 oR 1) }4.9 l 355 |} 66. 2 
La Grange 123 69. 4 59. 0 64,2 0 330 22.7 
Martin 120 06, 2 25. 6 70. 2.6 190 19.2 
Orange-.. LOS 95, 1 15.0 67.4 me 421 50.7 
Perry... 112 | 83.6 | 34.3 66. 7 2.1 | 365 7.8 
Scott... 124 | 93. 5 | 38.3 | 71.6 2.6 230 | 45.4 
| 


1 Indexes of farm-operator family level of living (United States average for 1945=100). 


Sources: Level of living index, U. S. Department of Agriculture; other, U. S. Bureau’of the Census 


AREA REDEVELOPMENT Fact SHEET No. 13—TENNESSE! 


One major labor market area in Tennessee, Knoxville, and one smaller area, 
LaFollette-Jellico-Tazewell, are suffering from chronic economic distress and 
would therefore be eligible for assistance under the Douglas-Payne area economic 
redevelopment bill. In addition, people living in 71 Tennessee counties, located 
in very small labor market’ and rural areas, are living at substantially or se- 
riously low levels of living as classified by the United States Department of 
Agriculture and are likely to be eligible for Federal assistance to improve their 
economie lot under the Douglas-Payne bill. Adding the 5 counties in the dis- 
tressed urban markets, we get a total of 76 counties, out of a total of 95 in the 
State, with 50 percent of the State’s population desperately needing assistance 
and eligible for aid under the bill to lift the standards of living and develop fully 
productive employments for these people. 

Local and State agencies in Tennessee have not been able to find a solution to 
the problems of unemployment and underemployment. They do not have the 
resources and the experiences with which to undertake the huge task confronting 
them. They must have the help of the Federal Government. 


1 Very small labor market areas are those which do not fulfill the requirements for classi 
fication by the Bureau of Employment Security as a “smaller labor market,” i. e., having a 
labor force of at least 15,000 and nonagricultural employment of at least 8,000. 
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The chronic nature of these unemployment and underemployment problems 
makes it vital that these communities be assisted in rebuilding their economic 
structure in order that they create a permanent condition of economic good 
health. These problems will not be surmounted by a general upswing in busi- 
ness throughout the country. The depressed urban and rural areas will not 
benefit from a general reduction in the level of unemployment. They will be 
the last to feel the tides of expansion. To hasten the process of recovery and 
bring them back into the mainstreams of American economic life, these com- 
munities must receive specific help. 

The distressed communities need assistance in diagnosing their problems, 
organizing cominunity leadership in addition to that provided by commercial 
interests, financial assistance to improve their facilities, and, finally, aid in 
building adequate industrial sites. They can obtain such assistance from the 
organization and funds which will be available under the area economic re- 
development bill. 


I. DISTRESSED LABOR MARKETS IN TENNESSEE 


Tennessee has 2 (1 major and 1 smaller) chronically distressed labor markets 
which are eligible for assistance under the Douglas-Payne bill. They are, re- 
spectively, the Knoxville area, which encompasses Anderson, Blount, and Knox 
Counties, and the LaFollette-Jellico-Tazewell market, which includes Campbell 
and Claiborne Counties. Both labor market areas are in the eastern part of 
the State, with LaFollette-Jellico-Tazewell located just south of the Kentucky 
border. 


A. Knorville 

At the beginning of 1957 this area had a population of some 364,000, or 11 
percent of the State’s total. As of mid-1957 manufacturing provided approxi- 
mately 37 percent of the jobs in this labor market. The largest single source 
of factory employment was the huge atomic energy installation at Oak Ridge, 
followed in importance by primary aluminum and textile manufacturing. Trade, 
service and Government (TVA) activities accounted for some 47 percent of 
total employment in the area. 

Unemployment now represents over 9 percent of the civilian labor force. 
This has been an area of substantial labor surplus rather consistently since 
January 1954. Seasonal pickups in the last 4 months of 1954, 1955, and 1956 
provided the only instances in which unemployment went below the 6 percent 
level (table I). 

Sizable losses in employment have been recorded in the textile industry, 
where there was a drop of 2,000, or over 30 percent, between 1954 and 1957. 
Leading textile mills in Knoxville which have closed in recent years include 
Brookside Mills, Inec., with 900 employees, and Appalachian Mills Co. (350 
employees). Of great significance was the steady reduction in construction 
employment from 14,600 in 1954 to 6,450 in 1957, largely as a result of the com- 
pletion of atomic energy installations. Workers from primary metals, railroads 
and zine mines also make up a significant segment of the jobless group. 


B. LaFollette-Jellico-Tazewell 

This area, with a population of 59,000 in 1957, has been chronically depressed 
since at least 1953, with the annual average of unemployed as a percent of labor 
force greater than 12 percent each year beginning with 1954 (table II). In 
June 1954 this ratio was as high as 25 percent. 

Chiefly responsible for the distress has been the association of the area with 
the long-run decline in the bituminous coal industry. Also to be noted are 
cutbacks in the apparel industry, in tobacco, beef, and cattle farming, and the 
return of out-migrants, which have added to the area’s unemployment. 'The 
economic difficulties in the area have led to a reduction in population of 1.1 
percent between 1950 and 1957. 


O. Disparity between distressed areas and the rest of the State 


As indicative of the disparity between the two distressed labor market areas 
and the rest of the State just a few measures are cited below: 

The 2 areas, which contained 12.3 percent of the State’s population in 1957, 
averaged between 12.7 percent and 16.6 percent of the State’s unemployment 
compensation payments for the years 1954 through 1957 (table III). 
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Between 16.9 percent and 17.8 percent of the recipients of public assistance 
in the State of Tennessee in the years 1953 through 1957 were residents of the 
two labor market areas (table IV). 

In 1956, 14.6 percent of the claimants in the State who had exhausted their un- 
employment compensation benefits were situated in the two labor markets, 


D. Present Federal distressed area programs inadequate 

No assistance via accelerated tax amortization rights under defense manpower 
policy No. 1 has been granted to either Knoxville or LaF ollette—Jellico-Tazewell. 
Only $236,000 in defense contracts have been awarded to these areas under defense 
manpower policy No. 4 since the beginning of 1954. 


II, DISTRESS IN VERY SMALL LABOR MARKETS AND RURAL AREAS 


Low levels of living are the test of distress in the nonurban very small labor 
markets and in rural counties of Tennessee. In areas where more than one-half 
of the population are in urban communities, substantial proportions of the work 
force are employees. Unemployment, therefore, provides a direct test of distress. 

But the economic distress of the self-employed and farmers cannot be tested by 
unemployment. ‘The most accurate determinant of their distress is the degree of 
underemployment and the adequacy of family income. The standard of living 
in these communities provides us such a gage of the adequacy of their economic 
development. The United States Department of Agriculture has classified the 
counties of the United States on the basis of standard of living. The farm opera- 
tor level of living index of the United States Department of Agriculture provides 
us with a yardstick for measuring the standards of living in the Tennessee coun- 
ties which are outside of urban labor market areas and have more than half of 
their populations in rural areas. 

The farm operator family level of living index reflects the average level of cur- 
rent consumption or utilization of goods and services. The index for each county 
ean be compared with those of other counties in the United States. The farm 
operator family level of living index is based on: (1) percentage of farms with 
electricity; (2) percentage of farms with telephones; (3) percentage of farms 
with automobiles: and (4) average value of products sold or traded in the year 
preceding the index (adjusted for changes in purchasing power of the farmer’s 
dollar). 

In classifying the counties, we have made use of the United States Department 
of Agriculture low-income classifications, which placed farms in the low-income 
category on the basis of 3 criteria: (1) farms which averaged less than $1,000 
residual farm income to operator and had farm operator family level of living 
index below the regional average and 25 percent or more of commercial farms 
classified as low production; (2) average farm operator level of living index 
was in the lowest fifth for the Nation; (3) 50 percent or more of the commercial 
farms were classified as low production. Areas meeting all 3 categories are 
classified as serious low-income counties; those meeting any 2 of the criteria are 
classified as substantial low-income counties; those meeting one of the criteria 
are classified as moderate low-income counties. In 1954 the average county index 
for serious was 90; for substantial, 111, and for moderate, 126. In this sur- 
vey we have included all counties which have an index of less than 126 as 
being low-income counties probably qualified for assistance under the Douglas 
Payne redevelopment bill. 

A. “Substantial” and “serious” low levels of living 

In 71 out of the 79 counties in the very small labor-market areas and rural 
counties the people are living on substantial or serious low levels of living. 
These counties had 38 percent of the total population of the State and 85 percent 
of the population outside of the major and smaller labor-market areas. 

1. Levels of living.—The average farm operator family level-of-living index for 
the United States was 140 in 1954, 122 in 1950, and 100 in 1945. In 1954, the 
average for all counties in Tennessee was 101, which hardly exceeded the na- 
tional average for 1945. Among the 71 counties with serious and substantial low 
levels of living, the unweighted average was 96. The lowest level was in Pickett 
County which had an index of 60. The number with indexes under 75 was 10: 
indexes of 75 to 90, 19; 90 to 100, 10; 100 to 111, 12; and from 111 to 126, 20 
(table VI). 

2. Per capita income.—The low levels of actual cash income in these areas is 
further amplified by the data on average per capita disposable income. While 
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the United States per capita disposable income in 1956 was $1,708, the average 
for the State of Tennessee was $1,222. The unweighted average for the 71 coun- 
ties was $833, or 51 percent below the national average and 52 percent below 
the State average. The lowest per capita average appeared for Pickett County 
with $565. The distribution was as follows: counties with per capita income of 
less than $600, 2; $600 to 700, 15; $700 to $800, 16; $800 to $900, 14; $900 to 
$1,000, 13; $1,000 to $1,100, 9; and over $1,100, 2. Only 1 of the 71 counties had 
a per capita income in excess of the state average. 

3. Inadequacy of nonagricultural employment.—One measure of the underdevel- 
opment in these areas is the small number of nonagricultural jobs. While the 
71 counties had 38 percent of the State’s total population, they had only 24 per- 
cent of the nonagricultural employment. In the State as a whole there were 
20 nonagricultural jobs for each 100 persons in the population in 1953. The un- 
weighted average forthese 71 counties was 9 jobs. There were 2 counties where 
there was only 1 nonagricultural job per 100 people in the population. The dis- 
tribution of the remaining counties by number of nonagricultural jobs per 100 
persons in the population was as follows: 2 or 3 jobs, 7; 4 or 5, 11; 6 or 7, 15; 
8 or 9, 11; 10 or 11, 10; 12 or 138, 6; over 13, 9. The county with the highest 
number was Hamblen with 28 nonagricultural jobs per 100 persons in the popu- 
lation. 

4. Percentage of farms with value of products sold or traded under $2,500.— 
The unweighted average percentage of farms which earned less than $2,500 on 
products sold or traded in these 71 serious and substantial low levels of living 
counties was 73 percent. This compared with 69 percent for the State asa whole 
and 36.8 percent for the United States. The county with the highest percentage 
of farms below $2,500 was Union County with 90.8 percent. Following it was 
Unicoi County with 89.4 percent. The remaining counties were distributed as 
follows by proportion of farms where value of production sold or traded was less 
than $2,500: between 80 and 90 percent, 17; between 70 and 80 percent, 28; be- 
tween 60 and 70 percent, 17; between 50 and 60 percent, 4; between 40 and 50 
percent, 1, and under 40 percent, 2 (table VI). 

5. Percentage of farms with electricity—In the United States 98 percent of 
the farms had electricity. Tennessee as a whole was nearly up to that level 
with 90.8 percent, thanks to the TVA. The unweighted county average of these 
71 counties was 89.7 percent. There were 9 counties with 70 to 80 percent of 
their farms having electricity, 20 with 80 to 90 percent, and 42 counties with 90 
percent or over. 

6. Percentage of farms with telephones.—The low proportion of farms with 
telephones is indicative of the low standards of living. While the United States 
average is 48.8 percent, the average for Tennessee is 30.3 percent and the un- 
weighted average for these 71 counties was 24.9 percent. The highest percentage 
of farms with telephones was in Marion County with 56.6 percent. The dis- 
tribution of the remaining counties was as follows: counties with more than 30 
percent of farms with telephones, 27; with 20 to 30 percent, 15; with 10 to 20 
percent, 13; with less than 10 percent, 14. 

7. Percentage of farms with automobiles.—Automobile ownership adds con- 
siderably to the standard of living, as it opens new horizons not otherwise within 
reach. Of course, if income is inadequate to maintain and operate the auto- 
mobile, it is of little use but the proportion of automobile ownership is a gen- 
eral indication of living standards. Department of Agriculture declares that 
“farm families with automobiles are more likely to be able to take advantage of 
various services located away from the farm, such as health facilities, libraries, 
and recreation, than those who do not own automobiles.” The proportion of 
farms with automobiles in the United States was &&8.9 percent whereas in the 
State of Tennessee the ratio was 51.6 percent, and the unweighted average 
among these 71 counties was 48 percent. The counties were distributed as 
follows as to the percentage with automobiles: in 7 counties 60 percent or more 
of the farms had automobiles ; 26 counties had 50 to 60 percent ; 20 counties had 
40 to 50 percent; 16 counties with 30 to 40 percent; and 2 counties had less than 
30 percent. Fentress County had the lowest percentage with 28.9. 

8. Percentage of outmigration.—The population of the United States increased 
by 11 percent between 1950 and 1956. In Tennessee there was an increase 
in population of 5 percent during this period. Only 26 counties among the 
71 recorded a rise in population. The remaining 45 lost population due to 
outmigration. The percentage decline in population among these was as fol- 
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lows: 16 counties showed a less than 5 percent drop; 14 counties, a 5 to 10 per- 
cent drop; and 15 counties, a 10 to 20 percent drop. The county with the highest 
drop in population was Houston County, with 17.3 percent. 


B. Low income classification 


The Douglas-Payne bill provides that aid is to be given to 300 rural counties 
with “the largest number and percent of low-income farm families’ and where 
there exists “substantial and persistent unemployment.” 

In order to select the counties and economic areas which should secure imme- 
diate attention, one approach suggested is to list the counties in the United 
States with the lowest levels of living, obtain a second list of those with the 
highest percentages of farms earning less than $2,500 on products sold or traded 
and to focus on those counties which appear on both lists. A list of 500 counties 
in the first category and another list of 500 in the second category was devel- 
oped and from these was derived a list of 315 counties which met both of these 
conditions. In the above list for the United States, 34 counties of the 71 under 
consideration are to be found. The disproportionately high ratio of such counties 
meeting this test of priority provides a measure of the great need in this State 
(table VII). 


C. Basic causes of substandard living standards 


Depressed living conditions in the very small labor market and rural areas 
are the result of insufficient land and capital, the improper choice of farm prod- 
uct, and the absence of adequate off-farm employment opportunities. To promote 
the economy of such an area it is necessary to redesign it in order to assure a 
base for further development. The above conditions themselves handicap the 
area in dealing with its own problems, because the population is without the 
wealth and experience and resources on which to build a sound economy. 


D. Efforts at aiding substandard areas 

1 Federal rural development program.—tThe rural development program is a 
long-range cooperative effort built around local efforts and Federal technical aid 
for substandard counties. The program was initiated in June 1955. The pri- 
mary responsibility for coordinating the effort rests with the Department of 
Agriculture. 

At present only 5 Tennessee areas are being assisted. They are Grainger, 
Hardin, Macon, Houston, and Marion. The program emphasizes the need of 
improving the economic base of low-income rural counties by increasing pro- 
ductivity of low-income farmers in commercial agriculture, increasing the pro- 
ductivity and prospects of nonfarm jobs by encouraging new industry in these 
rural areas, and raising the social and economic standards within the area. 

This Federal program enjoys limited funds and depends primarily on volun- 
tary effort. It cannot provide the extensive technical assistance required for 
the thorough economic study of rural areas leading to redevelopment. It can 
provide no funds for the construction of new local public facilities or for the 
construction of industrial plants if such may be required in order to stimulate 
industrial development. 

2. State and local programs.—We have already indicated the limited nature 
of State and local efforts in Tennessee and the difficulty of expecting sufficient 
expansion in the light of the limited resources of this State. 

E. Conclusion 

The population of the very small labor markets and rural areas in Tennessee 
is not sharing in the benefits of our economy. Their economic development has 
hardly begun. Beset by the discouragements, the shackles of poverty, and low 
living standards, the people cannot be expected to rise through their own efforts. 
The present programs are inadequate. 

Average per capita income in Tennessee is not rising at the same rate as in 
the remainder of the country, and is held back by the absence of a sound base 
for economic expansion and by its low income Both urban and rural areas are 
handicapped by these conditions. The Federal Government can provide the 
assistance which will stimulate this area to attain the prevailing American 
levels of economic well-being. 
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TABLE I.—Usual labor-supply classification of areas of substantial labor surplus 
in Tennessee, 1953-57 * 


Year 


ce ‘ ae oy in = 
Labor-market area | classified | 1953 1954 1955 1956 1957 
| surplus 2 | 
Major area: Knoxville 1957 | C C-D | C-D C-D | C-D¢ 
Smaller area: LaFollette-Jellico-Tazewell 1954 | NC 8 8 8 8 


1 Major areas are classified as follows 

C—Unemployment between 3 and 5.9 percent of total labor force 

D—Unemployment between 6 and 8.9 percent of total labor force 

E—Unemployment between 9 and 11.9 percent of total labor force. 

F—Unemployment 12 percent or more 

Smaller areas are classified ‘‘S’’ if unemployment if 6 percent or more. 

NC—Not classified 

2 Current classification system was instituted in 1951 

3’ However, this has been an area of substantial labor surplus in most months since the beginning of 1954. 

4 Unemployment was never less than 6 percent of civilian labor force in 1957, according to Tenn 
Department of Employment Security. 


Source: U. 8. Department of Labor. 


nessee 


TABLE II.—Number unemployed and percent of civilian labor force unemployed 
in Tennessee, 1954-57, by substantial labor-surplus areas 





Average percent of 
Average number unemployed civilian labor force 
Labor-market area unemploys 
j j j 
omen! Toker Ti seett eked ass 
1954 19 1956 | 57 4 | 195 1956 | " 
Maior are 11. 458 if “4 10, 233 10. 38 7 6.8 6.5 7.0 
Smaller are lellico-Tazews 14 9 > 790 » | 1.4 118.1 ! 
2 surplus 14,972 | 13.427 | 13,023 | 12, 408 8.7 ) 29 7 
Source: Tennessee Industrial and Agricultural Development Comm 


TABLE III.—Unemployment-compensation benefits in areas of substantial labor 


surplus in Tennessee, 1954-57 


In thousand 


1954 1955 LO5¢ 1957 
State total _ _- $35, 213 $26, 982 $27, 196 $33, 581 
2 surplus areas 4, 492 4, 486 4,11 4,681 
Remainder of State 30, 721 22, 496 23, 079 28, 900 
Percent of total in 2 surplus areas 12.7 16.6 15.1 13.9 


Source: Tennessee Industrial and Agricultural Development Commission 


TABLE IV.—Annual average number of recipients of public assistance and their 
percentage of population in areas of substantial labor surplus in Tennessee, 


1953-57 


Number of recipis of public Percentage populat re 
4S 1 ( yublie assistance 
Labor-market area 
19 1954 I de 1957 19 1954 | 19 1956 | 1957 
State total 86, 209 | 93, 061 91,399 | 86,154 84, 422 2. f 2.8 2.7 2.5 2.5 
Surplus areas 
Maior: Knoxville... 11,036 | 11,826 | 10,963 | 10,335 | 10, 403 
Smaller LaFollette-Jel- 
lico-Tazewell 4,319 4, 627 4, 501 4,104 4, O64 
2 surplus areas com- 
bined 15,355 | 16,453 | 15,464 | 13,439 | 14, 467 
Remainder of State 70, 854 | 76,608 | 75,935 | 71,715 | 69, 955 
Percent of total in 2 surplus 
areas 17.8 17.7 16.9 16.7 17.1 


1 Not available. 


Source: Tennessee Industrial and Agricultural Development Commissior 
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TarnLE V.—Population, nonagricultural employment, and per capita income in 7I 
Us TABI I 
low-income rural counties, Tennessee, 1956 





™ Population Nonagricul- 
. turalem- | 
ployment Per capita 
Percent | per 100 | income 
an ; Number change persons ! 
from 1950 
»« 
State of Tennessee _- | 3, 457, 600 | 5.0 | 20 | $1, 222 
Benton...-. 10, 200 —11.3 6 | 87: 
Bledsoe 8, 400 | —1.9 | 4 | 670 
Bradley 33, 700 4.2 | 23 | 1, 041 
Cannon 7, 900 | —13.9 10 | 77 
Carroll 26, 100 —1.7 11 906 
Cheatham | 7, 900 —13.8 4) S48 
Chester - - -- : 10, 100 —9, 4 | 7 | 770 
54, Clay 7, 300 —16.1 3 | 630 
ee Coffee 26, 800 16.3 | 24 944 
Crockett 18, 100 8.9 5 | 987 
Cumberland 20, 200 a } 7 = 
Decatur 8, 200 —13.2 396 
DeKalb... 10, 400 | —11.0 | 9 | 720 
ed Dickson 17, 900 | kel 12 | 871 
Dyer. 29, 400 | —12.2 | 11 1, 042 
Fayette 26, 600 —3.4 3 600 
; Fentress 15, 100 1.2 5 615 
or Franklin 25, 000 —1,7 8 896 
ni Gibson... 50, 100 | 4.1 27 1, 065 
Giles 25, 100 —6.9 9 938 
Grainger 12, 300 —6.0 2 634 
- Grundy 12, 400 —1.3 7 656 
2 Hamblen 28, 700 19. 7 28 1, 090 
Hancock 7, 600 —16.6 1 |} 572 
Hardeman 21, 900 —6.1 4 663 
- Hardin 17, 000 5 11 739 
Hawkins 31, 100 2.0 5 840 
Haywood 26, 300 3 5 739 
Henderson 14, 700 —14.4 7 815 
Henry 21, 600 9.4 13 1,099 
Hickman 12, 600 —5. 6 9 4 
Houston 4, 400 —17.3 7 73% 
OF Humphreys 10, 200 —7.5 10 1, O19 
Jackson 10, 900 —11.7 3 66s 
Johnson 11, 400 -7.2 3 703 
Lauderdale 24, 900 ~.6 6 861 
Lawrence 27, 500 —4.6 7 778 
Lewis 6, 000 1.3 10 821 
Lincoln 25, 100 —2.1 9 931 
Loudon 24, 600 6.1 13 910 
81 McMinn 34, 000 6.2 17 967 
McNairy 22, 100 8.4 7 753 
81 Macon. 2, 900 —5.1 7 689 
1) Marion 21, 000 2.3 12 841 
Meigs 6, 000 -1.3 4 711 
9 Monroe 23, 100 5.8 9 749 
Montgomery 51, 900 17.5 18 1, - 
Moors 4, 000 1.3 5 78 
Morgan 15, 200 3.4 5 678 
ir Overton 16, 300 —7.2 Rg 649 
Perry - 5, 700 11.8 6 72 
Pickett 4 400 13.6 3 565 
Polk 2. 600 ~10.5 20 830 
Putnam 31, 400 5.1 11 974 
Rhea 15, 100 5.9 13 879 
Roane 32, 800 3.6 16 1, 008 
Rutherford 43, 200 6.1 9 1, 184 
Scott 18, 100 1.3 7 1, O80 
Sequatchie 6, 200 9.1 7 709 
Smith 12, 800 9.2 879 
Stewart 7, 600 17.2 77 
Sumner 2, 400 3.4 7 937 
5 Tipto 29 900 4 ( 903 
Unicoi 16, 000 7 10 1, 032 
Union = 8, 500 2.0 | 613 
Van Buren 4 0) { 8 604 
Warren 22, 500 1.0 14 926 
Wayne 13, 400 33 11 656 
White 15, 700 3.1 12 839 
Williamson 22, 400 7.9 s 961 
Wilson 26, 900 2.2 ll 993 


i Employees covered by old-age and survivors insurance program, mid-March 1953, related to population 
as of 1950. 


Sources: Nonagricultural Employment, U. 8. Bureau of the Census; other, Survey of Buying Power, 
Sales Management 
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TABLE VI.—Level of living, value of products sold, and low-production farms in 
‘1 low-income rural counties, Tennessee, 1954 

















Percentage of farms with Average | Commercial farms 
Level of ‘ i value of under $2,500 
County or area | living product products sold 
index ! Elec- Tele- Autos sold or 
(1945= tricity phones traded | 
100) per farm | Number | Percent 
Thousand 
United States . 140 93.0 48.8 88.9 $5.2 |1, 225, 775 36.8 
State of Tennessee 101 90.8 30.3 51.6 1.7 85, 746 | 68.9 
Tennessee counties: 
Benton_- 80 | 93. 2 10.8 35.3 ) 370 83.7 
Bledsoe 82 84.4 4.4 42.1 1.5 246 71.) 
Bradley 121 96. 4 54.4 54.7 2.0 355 53.5 
Cannon Q4 92.7 23.5 61.7 1.0 580 77.7 
Carroll 109 95.5 37.5 49. 5 14 1, 500 76,1 
Cheatham 108 93.3 27.5 53.7 1. ¢ 47 64.4 
Chester 108 95. 1 25. 4 57.2 1.9 645 | 62.9 
Clay 71 77.7 5.2 37.0 1.3 451 76. 
Coffee 105 90. 6 28.9 55.4 1.8 675 65.9 
Crockett 113 96. 4 42.1 49.1 2.9 1, 056 47.4 
Cumberland 73 87.4 11.0 29.0 7 324 s4 
Decatur 3] 84. ( 31.8 42.4 1.2 462 76.9 
DeKalb 100 89.9 22. 2 45.9 1.4 805 77.2 
Dickson 106 93.7 39.5 44.9 1.3 771 | 76.0 
Dyer 120 98. 6 30.0 57.5 4.1 931 | 38. 2 
Fayette_.___- Joke 74 72.8 12.4 3a. 4 2.3 2.610 69. 7 
Fentress eenuiigimaee 62 74.2 4.2 28.9 7 192 64.6 
Franklin ; ; 118 95.3 47.0 52.6 2.2 822 59. ( 
Gibson _-- as . 120 96. 1 47.8 2 2. § 2, 180 56. 4 
Giles . 117 91.1 44. 5.0 1.7 1, 725 74.1 
Grainger 78 84.7 7 36.9 1.1 1, 297 84.1 
Grundy ae 74 78 3 8.9 39.7 1. { 115 68.8 
Hamblen ‘ 110 96.6 39. 4 5.9 1. ¢ 750 74 
oe 68 76 3 7.2 34.7 1.1 966 | 85.3 
Hardeman. -. 89 80.8 18.2 48.3 1.9 1, 521 73.0 
Hardin _....-- d 89 90.4 17.0 40. 2 1.4 753 | 68.9 
Hawkins_- 94 91.1 20.3 51.0 in 1, 690 80. 7 
Haywood . W) 87.4 21 38.5 2.1 2, 805 72. 5 
Henderson 102 91.0 31.0 17.9 1.9 1,136 | 64.7 
Henry __-- il 91.1 44.7 59. 5 1. ¢ 971 | 65.8 
Hickman é , 102 92. 1 23. 2 52. 6 1.2 562 | 78. 6 
Houston - - 84 &8 0 11.0 44.7 ) 230 81.6 
Humphreys RF 87.4 20. 2 38. 7 l 297 71.9 
Jackson ) SS 21.2 45 1.2 1, 041 82.3 
Johnson RN 02 3 27 i 4 1.3 1,020 RE 
Lauderdal 93 4. f 23. 2 9.4 2.8 1, 765 61 
Lawrenc Rg 89.8 14.9 1, 662 17.4 
Lewis sh 54.0 4 126 85. 7 
Lincoln . ‘ 2122 1.7 52.4 62. { 2.1 1. 790 68.3 
Loudon 117 06. f iH. 1 63. 1 1. § 445 71.5 
Me Minn 113 4.7 12.5 55.0 1.7 841) 76. £ 
McNairy 95 97.0 ”). 4 43.6 2.0 1, 196 63 
Macon... 102 2.1 21.1 58. § 1.5 1,341 8 
Marion ll 0.9 H. € 2 240 7 
Me 114 5 1). 4 & 9 QAR 79.7 
Monroe ) 2.2 f 2 1.3 S40 80. 2 
Montgomer 113 89.3 43.3 56. § 2.4 1, 02 62. ( 
Moose l 17 f 60. 8 5 | Si). ( 
Morgan 79 86. 7 13.4 2.8 f 66 84. : 
Overton 67 7R. € 3.3 83. f 733 83.3 
5 79.3 47. ( | 303 76.9 
60 76.1 7 2.3 120) RQ 
101 ”). 1 1.0 $b { ~ Lal 69.9 
& 91.9 6.4 139 ) 1, OR5 g: 
121 12.9 49.9 4.0 1. 276 t 
Loe 1.8 2 7.4 4 x 
rd 1% 93, 2 2 f s l 1, 286 7 
71 78.4 3.0 38.7 2 73. ( 
hie ® 7 7 3s 4 } Z 41 23 s 
114 ) 42. ( ) a 1,4 7 
S4 89, & l $7 1. ¢ ll 72. 2 
119 } 13.9 60, f 2. ( 1, 610 i 4 
8 Ww). ¢ 2 { l 2 1], R85 6, 2 
R Z0 ] i 2905 4 
4 <4 oe 4 ) 740 GOS 
Van Buren . s4 48.2 7 91 75, 2 
Warren 12,9 18 { | ROR 76.0 
Ww iyne 74 ) { 1 ) 622 QF 
White s4 90 8 1. f 00) 77.4 
Williamson 124 94.4 15.9 { 2 1, 102 60. 4 
Wilson 89. 4 51.4 a4 1, 304 71.9 
1 Indices of farm-operator family level-of ng (United States average for 194 
2 Combined index covers counti 


Sources: Level of Living Index—U. S. Department of Agriculture. Other—U. 8. Bureau of the Census, 
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TABLE VII.—Classification of 71 low-income rural counties in Tennessee among 
lists of United States counties with lowest levels of living, highest percentage 
of low-income farms, and both, 1954 


$2,500 | sales lists 

Benton -| x x x 
Bledsoe xX X | xX 
Bradley ‘ 
Cannon X xX 
Carroll xX 
Cheatham 
Chester 
Clay X Xx X 
Coffee 
Crockett 
Cumberland X x X 
Decatur X xX xX 
DeKalb X 
Dickson 4 
Dyer 
Fayette xX X xX 
Fentre X 
Franklin 
Gibson 
Giles xX 
Grainger X X X 
Grundy X X xX 
Hamblen.. xX 
Hancock X X xX 
Hardeman X X X 
Hardin xX X X 
Hawkin X X X 
Haywood X X X 
Henderson 
Henry 
Hickman xX 
Houston X X xX 
Humphreys xX xX xX 
Jackson xX xX x 
Johnson X xX x 
Lauderdalk xX 
Lawrence x X xX 
Lewis xX xX X 
Lincoln xX 
Loudor xX 
McMinn xX 
MeNairy X 
Macon 4 
Marion xX 
Meigs xX 
Monroe xX X x 
Montgomery 
Moore - = 
Morgan xX xX xX 
Overton x X xX 
Perry X X X 
Pickett X xX xX 
Polk xX 
Putnam xX X xX 
Rhea xX 
Roane X 
Rutherford xX 
Scott X xX xX 
Sequatchie X 
Smith xX 
Stewart X xX xX 
Sumner X 
Tipton 
Unicoi X xX xX 
Union xX xX x 
Van Buren X 4 X 
Warren X X X 
Wayne X x X 
W hit X X X 
Williamson 
Wilson X 

X indicat sounty is included in specified lists. Lists were prepared under direction of Sara A. 


County 


500 United States counties 


With lowest | 


level of 
living index 





Classification ! 


} With highest 
percent of 
farms having 


less than 


“| 
| 
| 


} gross sales of 


315 United 
States 
counties 
falling into 
both low- 
living level 
and low-farm 


Levitan, Legislative Reference Service of the Library of Congress, to provide information on low income 
rural areas which would be ince under a comprehensive Federal assistance program aimed 
to alleviate underemployment Federal Assistance to Labor Surplus Areas, report prepared at request 
of Chairman of House Committee on Banking and Currency, 1957, p. 31.) 


eligible for assist 


Source: U.S. Department of Agriculture. 
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Mr. Barkin. The opposition to this measure seems completely in- 
explainable if we are to judge from the presentation of the minority 
views to the Senate bill. The major contention there is that this bill 
discriminates by helping one group of unemployed, and second, that 
it is not an antirecession measure. 

Certainly this measure does not purport to help all the unemployed. 
There are other measures directed at unemployment as such. The 
problem here is to help the communities which are chronically dis- 
tressed and cannot help themselves. 

One of the strangest arguments which has been employed is the 
concept that we have a fixed number of jobs in this country. We 
suddenly have revived an old theory. It used to be common in dis- 
cussions on wages to say there was a wage fund and nobody could get 
more than there was in this fund. This theory was often used in 
labor negotiations. 

It took all the efforts of the economists over the last 50 or 75 years 
to prove the fallacy of this concept. 

Certainly in the United States we have a growing economy, we 
have an economy which is inventing new things. And here we have 
a revival of this same old theory in a new form. The reason the op- 
ponents say we should not pass this bill is that we have a fixed number 
of jobs in this country and, therefore, if you encourage the develop- 
ment of jobs in one community, you prevent other communities from 
getting jobs. 

When you state the issue in that grim, direct, frank manner, of 
course, it immediately becomes ludicrous. The man who take this 
position will hardly recognize the assumptions of his own position. 
But we can’t accept any theory that improvement in one area neces- 
sarily limits the opportunities for growth in other areas. 

On the contrary. We know our experience in the most graphic 
illustration. We helped the TVA area grow and what does it mean? 
I am selecting this because it has been documented so frequently. It 
meant a demand for heavy electrical machinery, and electrical ap- 
pliances. The people in Massachusetts and the North who were 
manufacturing these products benefited. 

When you expand and improve the condition in one part of our 
country, you are helping the rest of the country. Those who deny 
this fact should reread the lessons of the history of our economic 
growth. 

We find no justification or merit in any position which has yet 
been presented that expresses the point of view of opposition to this 
particular bill. 

In conclusion, gentlemen, these are communities—and if you have 
lived with them as long as I have—being in the textile industry, this 
problem has been a continuing one through the more than 20 years 
[ have been associated with it. You know how difficult it is for a 
community and an area which has been on its back, which hasn’t the 
resources, which has been dominated by one industry, where the ex- 
perience of its local leaders has been limited, how difficult it is for 
it, except for some fortuitous reasons, for it to rebuild. 

Let me give you an illustration of one case where there have been 
signs of regrowth and you get an estimate of the process and labors 
involved. 


: - 
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New England is beginning to see some economic regrowth. Where 
is it coming from? It comes from a new industry. The electrical 
manufacturi ing industry, and possibly plastics. It seems though that 
the upsurge in plastics in New E ngland has been short lived and will 
not be as promising as it was indicated i in the early days. 

But the major industry which will grow in New E ngland in the 
years to come will be the electrical parts industry. Electrical ma- 
terials and electronics. Now where does this come from? There 
were 1 or 2 companies there that grew, symbolized by a company like 
Raytheon. But the future gr owth in that industry in that area origi- 
nates and finds its nucleus in the Universities of Harvard and MIT, 
the men who come there to study, build up the small businesses later, 
establish their firms there and then remain. 

We often say that the Charles River now is the pathway of the 
economic expansion of New England. That is the way we describe 
this new development. 

Now when will this reach the Sanford-Biddeford-Saco areas of 
Maine? It won’t happen immediately. It is only touching Lawrence, 
Mass., at the present time because some small electronic firms are 
being established there as the limits of expansion in the Boston area 
are being reached. 

Biddeford-Saco won't enjoy this development for several reasons. 
Their physical structures are no good. They need new plants, they 
need more schools, they need institutions of higher learning, they 
need more local facilities, housing, recreation, to make it attractive for 
the kind of person who works in ’the electronics industry. 

This was a textile community and it must, therefore, rebuild. The 
Nashua, N. H. area was the first to build up the concept of bringing 
in new industry. But the growth of the area is limited. Why! 
Because they need rebuilding. Because the concept of growth in these 
communities has been the growth as I call it of the realtor-broker. He 
is quite happy if he brings a tenant in but he is not concerned about 
the long-term growth of that community. He is only trying to get a 
tenant for a few years and if the tenant goes out, he is quite happy to 
get another one. 

Sut that is not enough for a community. It must be inspired like 
Pittsburgh was, like Columbus, Ohio, was. These are communities 
that have gone to the very core of their existence. They planned 
grandly, trying to find thet secret of new growth and then built and 
he ‘Iped finance that kind of growth community. 

Urban redevelopment provides us some kind of pattern. But even 
that is limited when you have to rebuild—let’s say the Scranton area. 
Those of us who have studied the Scranton pe know how 
big the job is. No local community can do it. They ean bring in 
one plant or another, but the problem of the Ser ranton area, the whole 
mining area, is reclamation. 

The people of the anthracite region have not dreamed so boldly. 
They don’t have the resources, they don’t have the leadership for 
that kind of long-term thinking. And I could go through many 
other areas in Kentuc ‘ky and Arkansas and others, where the leader 
ship is lacking, the pl mning, the thought that inspired our point 
4 program, that inspires the planners of this country and we have 
not yet harnessed that vision, those elements of growth into a coor 
dinated program. 
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It is extraordinarily important for us to be inspired by this dream 
of growth. Very few of our people have. It can only be done by the 
Federal Government because the Federal Government can help start 
it, bring the talents, bring the enthusiasm which can merge with local 
dedication and local determination and self-interest. But local 
efforts are not enough. 

Next to rebuilding highways, housing, and other physical parts 
of our country, this ‘should claim a great priority in the social and 
industrial development in this country. 

Mr. Brown. I assure you your interesting statement will be very 
helpful to every member of this committee. 

We will hear the other witnesses now if you will present them. 


STATEMENT OF JOHN W. EDELMAN, WASHINGTON REPRESENTA- 
TIVE, TEXTILE WORKERS UNION OF AMERICA 


Mr. Epetman. Could I just make this very urgent appeal to the 
members of the Banking and Currency Committee: I have mailed 
to all of you copies of testimony, several pieces of testimony, but 
among others was one on Cumberland, Md., actu: ully Allegany County, 
Md. This is one of the classic cases. This is one of the oldest 
examples of a distressed area. The backbone of this community 
was a big textile plant in which 11 years ago some 11,000 people were 
working. Today, with less than 2,000 people, and some working part 
time, that plant is producing a greater volume of goods than the ry 
did previously with the 11,000 people. 

There has been a recurring outmigration and a recurring inmigra- 
tion in Cumberland, as the people would lose their jobs in Detroit 
would come back home again. They lose their jobs a second time, 
they come back again until unemployment is not confined only to the 
textile industry but textiles h appens to be the core of it. The mining, 
the railroad, and other industries are a part of it. 

This is a community which made a real effort to help itself. It 
succeeded in obtaining a new modern glass plant. During the period 
of building the glass plant there was some slight local pickup in 
employment but mostly of transient workers. 

This modern glass plant is producing a fabulous quantity of glass 
with comparatively few workers. This new establishment has made 
virtually no dent on this terrific pool of unemployment in this area 
I beg you to read this particular statement. 

Take the case of Biddeford-Saco in Maine. Over 30 percent un- 
employed in the area. Over 3,000 people today, Mr. Chairman, are 
standing in line to get food in these 2 cities. The poorhouses are 
trebling their capacity because the unemployed can no longer keep 
their parents in their home. They are having to push their parents 
into the poorhouse. 

In the recent snowstorm, Mr. Chairman, 3,000 people stood in 
line during the whole bitter snowstorm and tried to get a handout of 
some foodstuffs which were donated by merchants in Portland, Me., 
and Boston, Mass. This is not a kind of situation to exist in America. 

Mr. Chairman, I will ask Clyde Ware of Gadsden, Ala., to tell a 
little of what is going on there today. 
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STATEMENT OF CLYDE WARE, GADSDEN, ALA., TEXTILE WORKERS 
UNION OF AMERICA 


Mr. Brown. Are you from Gadsden ? 

Mr. Ware. Yes. 

Mr. Brown. That is Mr. Rains’ hometown. 

Mr. Ware. Yes. 

Mr. Brown. A very valuable member of this committee. 

Mr. Ware. I am Clyde Ware, Gadsden, Ala. I live at 3405-A 
Forest Avenue, Alabama City Station. I am in textiles, have been in 
textiles all my life. At present I have been laid off 2 months. In 
Gadsden we have pipe shops, Allis-Chalmers, an air depot, Republic 
Steel and Goodyear, and Dwight Mills, which is Sequoit Textiles, 
and at one time they had spinning mills. The spinning mills are shut 
down. Cone Mills, with a potential of 2,400 employees at the present 
time, is working around 1,100, with 1,300 completely laid off. 

Allis-Chalmers with a potential of 1,800 employees has 400 laid off. 
Four pipe shops are completely down, with 700 employees laid off. 

Goodyear Tire & Rubber Co., with 3,800 potential employees, 400 
laid off, 2,000 are on 4 days a week; Republic Steel with 5,200 em- 
ployees, with 400 laid off, 2,000 on 4 days a week, and prior to March 
1 there was 4,100 laid off. 

Our Air Force service depot is phasing out and is due to phase 
completely out in 1960. There has been a curtailment of about 40 
percent in that plant. 

So, in the Gadsden area, there is no other place to go; and the 
people—most of them—have already drawn their unemployment com- 
pensation. The majority of the people laid off are in the middle-aged 
bracket and, therefore, there wouldn’t be any place for them to move 
to, because the other manufacturers, who might want help, want 
trained technicians. Therefore, we have people walking the streets 
barefooted and hungry, with no compensation coming in. 

In my State we also have a law that before you can get on relief 
you have to sue all your relatives and go through court and prove 
that your relatives can’t support you before you can get relief. Mr. 
Chairman, I think that is about all I have to say. 

Mr. Barkin. May I just ask one question, Mr. Chairman. 

When was the Sequoit plant of the Standard-Coosa-Thatcher Co. 
closed ? 

Mr. Ware. About 16 months ago. 

Mr. Barkin. Has the machinery been moved out of that plant? 

Mr. Ware. Yes. 

Mr. Barkin. Is there another textile plant m the community ? 

Mr. Ware. Nothing except Dwight. 

Mr. Barkin. Are the figures correct that the employment in Dwight 
has shrunk from—— 

Mr. Ware. 2,400 to 1,100. 

Mr. Barkin. Have the employees of the Sequoit plants of the 
Standard-Coosa-Thatcher Co. been able to find jobs in other com- 
munities in the area and what has generally happened to them? 

Mr. Ware. No, sir. A very small percentage of them. 

Mr. Barkin. Why? 

Mr. Ware. Well, they have to stay there because they can’t move. 
Anyhow, there is no work for them anywhere else. 
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Mr. Barxrin. What is the general age level of these people who 
were formerly employed at Sequoit ? 

Mr. Ware. I would say the average age would have been, I would 
say, 43 to 48. 

Mr. Barkin. Have the people been able to continue to live in their 
company homes and other homes that they might have had in that 
area ¢ 

Mr. Ware. A great majority are losing their homes. And home 
building has just stopped completely over the past year. 

Mr. Barkin. What do you find about the number of store vacancies 
in these communities ? 

Mr. Ware. Just pick out a block and you will find your buildings. 
In any part of town you can find a vacancy. 

Mr. Barxrn. Are there opportunities for textile workers who have 
been dropped at Sequoit and Dwight Manufacturing Co. ? 

Mr. Ware. No, sir. 

Mr. Barkin. Thank you, sir. 

Mr. Tauxe. It is necessary for me to leave soon because the school 

safety patrol, several young people from Iowa, are here and I am to 
preside at their luncheon. I am interested in the statements that you 
have made, gentlemen. 

I think for the convenience of the committee, it would be well to 
insert in the record, following Mr. Barkin’s statements on S. 3683, the 
minority views in the report. They are not long. It would be easier 
to have the materials together than to look this way and that, you 
know, in evaluating it. We would appreciate that. 

Mr. Brown. That may be inserted in the record. 

(The report referred to above is as follows :) 


[S. Rept. 1494, to accompany S. 36838, 85th Cong., 2d sess.] 
MINORITY VIEWS 


The committee has voted, 8 to 7, to launch a new Federal relief program for a 
select group of unemployed workers in certain arbitrarily designated areas. In 
January 1958 the Bureau of Employment Security estimated that of the 4,494,- 
000 then unemployed, only 565,000, or 12.6 percent, worked in the “industrial 
redevelopment areas” which would be covered by this bill. Thus, the bill would 
cover only 1 out of every 8 persons unemployed in January 1958. More recent 
estimates of the total unemployed persons, in excess of 5 million, have not been 
broken down by area. 

The January 1958 estimates indicate a total labor force, employed and unem- 
ployed, of 66,730,000. Only 4,799,000 or 7.2 percent, resided in the “industrial 
redevelopment areas” covered by the bill. 

It is true, of course, that under section 5, the Administrator would have power 
to include practically any area he felt should be included. But, as a practical 
matter, and within the limitation of the money available for this purpose, we 
think it is clear that only those areas which clearly fall under the criteria of 
percentage and duration of unemployment would, in fact, be included. 

Many States having “substantial labor surplus areas” as defined by the Bu- 
reau of Employment Security, such as California, Minnesota, Mississippi, Mis- 
souri, New York, Ohio, Oregon, Vermont, and Washington, would not receive 
industrial redevelopment assistance. Similarly, communities having varying 
degrees of unemployment in the States of Arizona, Arkansas, Colorado, Dela- 
ware, Florida, Georgia, Idaho, Iowa, Louisiana, Montana, Nebraska, Nevada, 
New Hampshire, New Mexico, North Dakota, South Carolina, South Dakota, 
Utah, and Wyoming do not meet the requirements for classification as “indus- 
trial redevelopment areas.” 

The discriminatory nature of the bill is clearly shown by the following table 
which lists all the “areas of substantial labor surplus” and designates those 
communities which would qualify for aid as “industrial redevelopment areas.” 
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Labor force and unemployment in areas of substantial labor surplus 


Areas eligible 
| for assistance 


Unemployment 


are Date of informa- 


under percent- | Estimated | | tion on labor 
State and area | age and dura- | labor force : | Percent | force and unem- 
tion of unem- Number | of labor ployment 
| ployment cri- | force . 
teria of 8. 3683 | | 
| | | 
bama, smaller areas | : rae 
Alatorence-Sheffield | 44,500} 3,750 8.4 | December 1957 
Gadsden_-- 35, 000 | 3, 750 | 10.7 | January 1958. * 
Jasper ‘ xX | 15, 100 850 | 5.7 | October 1957. 
Talladega. ---- 23, 000 2,925 | 12.7 | November 1957 
Alaska, smaller areas: Anchorage... 22, 600 | 3, 950 | 17.5 February 1958. 
California, smaller areas 
Eureka. - ; 40, 600 5, 700 14.0 | Marcy 1958. 
Ukiah oF ; 22, 000 | 2, 800 2.7 Do. 
Connecticut | 
Major areas: 
Bridgeport... 146, 300 13, 600 | 9.3 | January 1958. 
New Britain-.........-.--| | 49, 200 4, 300 | 8.7 | Do. 
Waterbury... | ; $1, 000 | 7, 500 9.3 | Do. 
Smaller areas: | | 
Ansonia. tmant ce 21, 000 | 2, 000 9.5 Do. 
Bristol__.- ae | 21, 600 | 3, 600 16.6 Do. 
Danbury_....--- eis _.--| 31,600 | — 2,600 | 821 Do. 
Danielson... ; oul x | 16, 400 1, 400 8.5 | Octcber 1957, 
Meriden ‘ | - | 40, 500 | 3,900 | 9.6 January 1958. 
Middletown... .. 28, 800 2, 300 | 8.0 | Do. 
Norwich et eae 22, 600 2, 400 10, .6 | Do. 
Thompsonville_. vest 4 7 | 32, 600 2, 600 8.0 Do. 
Torrington. . | _ p 28, 300 | 3, 000 10.6 | Do. 
Willimantic.........- ies | 15, 600 1, 500 | 9.6 | Do. 
Lllinois: 
Major areas: | 
Joliet... pichdaaoe Pe weave’ 60,500 | 4,350 | 7.2 | Do. 
Peoria en saat | 115, 000 | 8, 150 8% Do. 
Smaller areas: 
Canton ome ee 14, 400 | 975 6.8 | February 1958. 
Hanrisburg xX 23, 650 | 2, 400 10.1 | September 1957. 
Herrin-Murphysboro- X 69, 000 15, 000 21.7 | February 1958. 
West Frankfort. | 
LaSalle = Se caine’ 29, 300 2, 750 9.4 | January 1958. 
Litchfield _._. Rei 24, 600 3, 300 | 13.4 | February 1958. 
Mount Carmel]-Olney-- ---| a 20, 800 1,400 | 6.7 | December 1957. 
Mount Vernon... = | 23, 100 1, 400 | 6.1 | October 1957. 
Springfield____ : | 62, 200 3, 600 5.8 | December 1957. 
Indiana: | | | 
Major areas: | | | 
Evansville L | x 86, 600 8, 700 | 10.0 | January 1958. 
Fort Wayne 93, 900 | 7, 300 | 7.8 Do. 
Indianapolis | 332,000 | 18,700 | 5.6 Do. 
South Bend_-_-. 99, 300 9, 900 10.0 | Do. 
Terre Haute__. x 44, 900 4, 200 9.4 | Do. 
Smaller areas: | 
Michigan City-LaPorte_. xX | 35, 100 4, 000 11.4 | Do. 
Muncie = 39, 900 | 5, 000 | 12.5 Do. 
Richmond | = 29, 100 2, 000 6.9 | September 1957. 
Vincennes xX 14, 800 2, 050 13.8 | February 1958. 
Kansas, smaller areas: | | | | 
Coffeeville-Independence-Par- x | 29, 100 | 1, 800 6.2 | November 1957. 
sons, | | 
Pittsburg___. ‘ xX | 23, 100 | 1, 950 | 8.4 | September 1957. 
Kentucky: | | | 
Major areas: Louisville._- aden 304,300 | 24,700 | 8.1 | January 1958. 
Smaller areas; 
Corbin _- x 26, 900 3, 050 11.3 | September 1957. 
Frankfort. .... x | 20, 000 1, 700 8.5 Do. 
Hazard_. xX | 20, 600 2, 150 10.4 | Do. 
Madisonville _- = 25, 800 2, 300 8.9 | Do. 
Middleboro-Harlan x | 27, 700 3, 400 | 12.3 | Do. 
Moorehead-Grayson... X | 19, 100 2, 200 11.5 Do. 
Owensboro... | ys | 28, 100 | 1, 700 6.0 | October 1957. 
Paintsville-Prestonsburg - - . .--| x 23, 000 2, 200 | 9.6 | September 1957, 
Pikeville-Williamson. ._- a a | 22, 200 | 3, 000 13.5 | October 1957, 
Maine: | 
Major areas: | | 
PORUIONG. .ccucuns< Sait Eddaeee carat 62, 400 5, 900 9.5 | January 1958, 
Smaller areas: | 
Biddeford-Sanford__.-._- - x 32, 300 6, 400 | 19.8 | February 1958. 
Lewiston ‘ ; denen 35, 000 4, 000 | 11.4 | Do. 


25491—-58 59 
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Labor force and unemployment in areas of substantial labor surplus—Continued 





State and area 


Maryland: 
Major areas: 
Baltimore 
Smaller areas: 
Cumberland 
Massachusetts: 
Major areas: 


REE 


Fall River 
Lawrence 
Lowell ; 
New Bedford a 
Springfield-Holyoke - - 
Worcester - _- seieipioin 

Smaller areas: 
Fitchburg. 
Greenfield : 
Marlboro-.-- ‘ 
DOME. .65-c<056~~ : 
Newburyport 
North Adams. -- 
Pittsfield 
Southbridge-W ebster-_. 
Taunton 
Ware 

Michigan: 

Major areas: 
Battle Creek - -- 
Detroit 
Flint _- 
Grand Rapids 
Lansing 
Muskegon 
Saginaw 

Smaller areas: 
Adrian 
Bay City 
Boston Harbor. - 
Escanaba 
Ionia-Belding-Greenville 
Iron Mountain -- 
Jackson 
Marquette 
Monroe 
Port Huron 

Minnesota: 

Major areas: 
Duluth-Superior 
Minneapolis-St. Paul 

Mississippi: 

Smaller area: 








Greenville ahaa 


Missouri: 

Major areas: 

Kansas City --- vente 
St. Louis 

Smaller areas: 

Flat River-DeSoto-Festus 
Joplin. 
New Jersey: 

Major areas: 
Atlantic City 
Newark... 
Paterson -- - .--- 
Perth Amboy---. 

Trenton. 

Smaller areas: 
Bridgeton 
Long Branch 
Morristown-Dover.- -. 


Areas eligible 
for assistance 
under percent- 
age and dura- 
tion of unem- 
ployment cri- 
teria of S. 3683 





| 


| 


| 698, 500 | 


Estimated 


labor force 


40, 


58, 
59, 
58, 
54, 
66, 
196, 


122, 


41, 
17, 
18, 
20, 
14, 
18, 
32, 
22 

O7 

li 


$ 


61, 
924 
500, 
139, 
165, 


50, 
115, 
90, 


200 


350 
900 
400 
600 
700 
000 
400 


700 
600 
600 
300 
SUU 
200 
500 
000 
000 
900 


, 700 
, 000 
, 200 
, OOO 
, YOO 
, 800 
, 200 


, YOO 


200 
000 
200 


, 800 
5, 100 
, 500 


SU 


, 000 
, 300 


500 
300 


, 600 


, 300 
, 500 


, 100 


000 


300 
200 
200 
000 
S00 


800 
800 
600 


Unemp] 


Number 


46, 300 


6, 000 


4, 850 
7, 000 
6, 200 
6, 350 
150 
5, 800 
vO0 | 


Se 





ew 


— RO ho ho 


4, 900 
, 000 
7, 500 
5, 700 
5, 200 
, 900 
4, 000 


700 
000 
000 | 
000 | 
YOU 
800 
800 
900 
100 
600 


Ww & 


cht = & = Po bo 


7, 400 
, OO 


600 


bh 


600 
YOO 


5, 350 


4, 100 


500 
100 
46, 500 
10, 800 
14, 900 


73, 


3, 000 | 
13, 500 | 
5, 850 | 





oyment | 


-taelleleiaie | Date of informa 
} tion on _ labor 
Percent | force and unem- 
oflabor | ployment 
force 


} 
6.6 January 1968, 


14.9 Do. 

8.3 | January 1958. 
11.7 Do. 

10. 6 Do. 

11.6 Do, 

10.7 Do. 

8.1 Do. 

8.1 Do. 

8.0 Do, 

8.8 Do. 

8.7 | December 1957. 
8.3 Do. 

10.0 | January 1958. 
16.5 | February 1958. 
7.2 | December 1957. 
10.0 | Do, 

10.0 | January 1958. 
9.0 Do. 

9.0 Do. 

12.5 Do. 

5.1 Do. 

11.1 Do. 

6.1 Do. 

11.9 Do, 

5.8 Do. 

12.8 | February 1958. 
8.5 | September 1957. 
5.8 | November 1957, 
13.2 | January 1958. 
10.1 | February 1958. 
11.9 | January 1958. 
10. 1 Do. 

11.3 Do. 

8.0 | November 1957, 
10.8 | January 1958. 
10.8 Do. 

7.6 Do, 

10.6 | February 1958. 

j 

7.0 | January 1958. 
7.6 Do. 
12.8 Do. 
11.1 Do. 
17. 1 Do. 

7.9 Do. 

9.3 Do. 

7.8 Do, 

9.0 Do, 

5.9 October 1967. 
11.7 | January 1968. 
6.5 Do. 
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bor 
m- 





LEGISLATION TO RELIEVE UNEMPLOYMENT 917 


Labor force and unemployment in areas of substantial labor surplus—Continued 


























Sante ae | Unemployment 
assistance | adem Date i - 
atti under percent- | Estimated | | tion “7 ae 
State and area | age and dura- | labor force | | Percent force and unem- 
eer Number | of labor ployment 
| ployment cri- force 
teria of 8. 3683 
iets ————————— || ——|- $$ ee 
New York: 
Major areas: 
Buffalo. _._.-..- ‘ | BS | 
Buffalo. baedeaaned Datta ia 530, 000 43, 500 | 8.2} Janu 5§ 
Syracuse... Bbtaais isu ieee 2 eee 179,700 | 13,050 7.3 Do. eae 
ica-Rome..............- __---.----| 136,500 | 15, 500 | 10.6 Do. 
Smaller areas: | 0. 
See panties 22, 4 
ee rarsenenennnet vvocee], OAT ae 
sca Canteee * naee| 7 2, 400 11.4 | February 1958, 
Major areas: 
ee ee x | 5 } 
Sa ctes iis odsitiiaheiaibaadieh x a7 700 ? O80 3 5 J _— 
Smaller areas: ; ; a ; 
oe 2 : . 
Se Sone mnn= x os 4 3, 500 10.0 | September 1957, 
Kinston. -..- ee 4 a | 22 700 > B00 79 Octane 108: 
wenannnenneanensene| x 2, | . | 7.§ ctober 1957. 
— oe: ansemiaciabaeb iid * 23, 000 | 1, 975 | 8.6 Decerber 105% 
Rutherfordton-Forest City | . 7 O00 | 1 830 59 | Sarma 7 
Shelby-Kings Mountain | eee ss 25 ( + $50 30 cae mn 
ene a 25, 000 3, 250 | 13.0 | February 1958, 
ike j scatasioth ackeaonats haewitdeds Gchommnibiedeia 17, 200 1, 000 5.8 | October 1957, 
Major areas: 
Canton......- quniliatinniieaal | 7% é 
Lorain-Elyria---.......-.- Ha, aaa eaabseip ae } i os * pro 3 : Jonuery — 
Te ee ee err entre ey , - - 
no vacascesaeenscoane|en--energencsons 199,700 | 12,800 6.4 D 
Youngstown........- ; | 94) > 
ousker ee Saccntbcudanen nana 241, 000 24, 100 10.0 Do. 
Cambridge.........-. 7 | 3.6 . 
oe ' ied dahanmeapwercal 17, 600 2 400 13.6 | February 1958. 
New Philadelphia-Dover ree 38 700 3 ‘00 | HY Bones hy 
Portsmouth-Chillicothe z roe mene 4 a ro a. Seeeannee a 
nae. --| Sa rie 64, 700 6, 400 | 9.9 | November 1957. 
chee | eciabes 5 45, 400 | 6, 400 14.1 | February 1958. 
Smaller areas | 
: | 
McAlester......... | c 3,4 25 
ae oncnncon| x 13, 300 1, 250 9.4 | January 1958, 
Major areas: 
Portland......-- cawenbusees | 324,800 | 33, 800 | 
Smaller areas: i salcaciae ner | = me 
Albany..-.--- Tene 20, 700 | 3 , 
Albay --eneeeeeencvveo|svvveseeeeeeeee 20,700) 3.200) 15.4 | Febrvary 1068 
“icsonachot = imheebbiibiiwat vie | 2, & | oO. le 
marae ER SS, ERE 2 5 51, 100 6, 300 | 12.3 Do. 
Major areas: | 
MRS ine ces c | 3, 700 | 7A fj 
Erie ete >; | Sl ae fC) 
sass < , 4 2, 2.2 ‘ 
Pe : a nenneee- | x | 99,200 | 11,200 11.3 Do. 
> 7 iphia ad pb acaapStetpanips | 1,806, 800 136, 900 7.6 Do 
Pittsburgh Saree senabe® __..-.----| 981,900 | 90, 700 9.2 Do. 
Reading....-.-..-.---.----|---- — 118, 700 8, 900 7.5 Do. 
be be ‘ io a “) KR 7 5 i 
alae aerate xX a7 400 2 400 ie3 a 
; oi, 22, ‘ . 
Pe, seers maa Sa. Bae 8.0 Do. 
Berwick-Bloomsburg : 
en -aaeee Murs. x 21, 100 2, 100 9.9 | November 1957. 
Clearfield-DuBois________-| f ease 36 300 2 300 61 Se et 
cee . | x 2 nD 3 000 > 1 September 1957. 
Lock Haven x 15, 700 1, 675 127 ——- — 
Pottsville____________ a x 78.3 "200 : vo 
scatatahuaes — “1 > 78, 300 14, 200 18.1 | January 1958. 
} é 2 64, 700 3, 700 5.7 | Se 957 
Mount &; . ‘ 5.7 | September 1957. 
U eaten ille__| x | ¢ 5 
ian eee cH a 49, 000 11, 500 23.4 | January 1958, 
Major areas: 
— acapella Gicetiacbanis |o---=---0sencsen 30, 200 4, 100 13.6 Do. 
ee ~esene- |-~a-n-e-eeeoeees 38, 500 5, 000 13.0 Do. 
ee bc cipeheseepee 171, 600 15, 100 8.8 Do. 
Major areas: 
i x 342, 100 
Scena » At 48, 100 14.1 Do, 


Newport... 5 
ei Ratiececdsdnsccseces niente 16, 200 1, 100 6.8 | September 1957, 
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Labor force and unemployment in areas of substantial labor surplus—Continued 


Areas eligible Unemployment 
for assistance Date of informa 
under percent- | Estimated tion on labor 
State and area age and dura- | labor force Percent force and unem- 
tion of unem- Number | of labor ployment 
ployment cri- force 


teria of S. 3683 


Tennessee 


Major areas 


Chattanooga 118, 400 9, 100 7.7 | January 1958, 
Knoxville ; = 147, 100 15, 500 10.5 Do, 
Smaller areas 
LaFollette-Jellico-T aze- xX 15, 500 | 1, 400 9.1 | October 1957 
well 
lexas 
Major areas 
Beaumont-Port Arthur 96, 300 6, 200 6.4 | January 1958, 
Corous Christi_. 74, 000 4 900 6.6 Do. 
Fort Worth__- 212, 700 15, 200 7.1 Do. 
Smaller areas 
Laredo-..-.- 22, 600 2, 150 9.5 | February 1958 
Texarkana ‘ X 39, 300 4, 200 10.7 | January 1958 


Vermont: 
Smaller areas 


Burlington 25, 100 1, 550 6.2 | December 1957. 
Springfield _ --- 14, 700 1, 000 6.8 | November 1957. 
Virginia 
Smaller areas: 
Big Stone Gap-Appalachia xX 20, 800 1,975 9.5 | October 1957. 
Radford-Pulaski xX 45, 500 4, 550 10.0 | January 1958. 
Washington: . 
Major areas 
Spokane : 99, 600 11, 900 11.9 Do. 
Smaller areas | 
Aberdeen ---- “a 27, 000 4,025 14.9 | February 1958. 
Anacortes 19, 400 4, 450 22.9 Do. 
Bellingham ---. 24, 800 3, 425 13.8 Do. 
Everett 41, 600 6, 700 16. 1 Do. 
Olympia ; 39, 000 5, 250 13.5 Do. 
Port Angeles- -- , 14, 500 2, 600 17.9 Do. 
West Virginia 
Major areas 
Charleston xX 112, 800 12, 200 10.8 | January 1958, 
Huntington-Ashland X 91, 000 10, 250 11.3 Do 
Wheeling-Steubenvill 140, 000 16, 150 11.5 Do. 
Smaller areas 
Beckley xX 23, 200 3, 100 13.4 | February 1958 
Bluefield 23, 900 4, 500 18.8 | January 1958 
Fairmont 4 25, 400 1, 750 6.9 | October 1957 
Logan xX 21, 400 3, 075 14.4 | February 1958. 
Parkersbur 37, 700 3, 125 8.3 | January 1958 
Point leasant-Gallipolis 37, 900 4,000 10.6 | February 1958. 
Ronceverte-White Sul- X 16, 200 1, 950 12.0 Do. 
phur Springs 
Welch : xX 23, 500 3, 750 16.0 | December 1957. 
Wisconsin: 
Major are 
Kenosha xX 31, 000 2, 000 6.5 January 1958, 
Racine 54, 000 4, 100 7.6 Do 
Smaller area 
Beaver Dam 21, 100 1,575 7.5 Do 
Beloit 17, 900 1, 300 7.3 Do. 
LaCrosse 30, 400 3. 150 10. 4 Do 


Source: Bureau of Employment Security, Department of Labor. 
NOTE 


‘‘Major areas’”’ are included in the 149 major labor markets surveyed at bimonthly intervals (January, 
March, etc In general these 149 labor markets include all labor markets containing cities of 50,000 or more 
These areas are thereafter classified by the Bureau of Employment Security, on the basis of unemployment 
rate and other factors, into 1 of 6 classes, ranging from group A (labor shortage areas, with less than 1.5 per- 
cent unemployment), to group F (with 12 percent or more unemployed). Groups D (6.0-8.9 percent), 
E (9.0-11.9 percent) and F are considered as ‘‘areas of substantial labor surplus”’ or “‘areas of substantial 
labor unemployment”’ for the purpose of Defense Manpower Policy No. 4, and Executive Order 10582, 
implementing the Buy American Act. » 

“Smaller areas’’ are those listed by the Bureau of Employment Security as areas of ‘‘substantial labor 
surplus,’’ on the basis of unemployment rates and other factors. In general, these areas include no cities 
with a population of 50,000 or more, and have a labor force of at least 15,000 and 8,000 nonagricultural employ 
ment. These smaller areas are regularly surveyed on a semiannual basis; they are not classified into groups 
A through F. 
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No justification has been demonstrated for singling out a special group among 
the unemployed for special benefits on a purely arbitrary and artificial basis. 
All persons out of work, regardless of where they live, should be equally eligible 
for assistance under any Federal program. How can anyone explain to the 
unemployed of Brockton, New Bedford, Springfield, and Worcester, Mass., that 
they should receive no assistance under this bill, while the unemployed who hap- 
pen to be in Fall River, Lawrence, or Lowell, Mass., would receive special 
benefits? Such unfair discrimination among our citizens is alien to the philoso- 
phy of our form of Government. 

In addition, this proposed legislation will be of no immediate help even to the 
relatively few areas that would be eligible for assistance. The bill envisions 
a time-consuming process which includes the establishing of a new agency, the 
appointing of local processing committees, the soliciting of new industries to 
move into an area, the constructing of new industrial buildings, and the retrain- 
ing of workers. Even if this program was established on a workable basis, it 
could not possibly begin operation for a long period of time. 

The very nature of the program and its limited applicability militate against 
its providing any assistance in easing the current economic situation. This bill 
does not in any way fall into the category of “antirecession” measures to which 
the Congress has been directing its attention in recent months and does not 
deserve the priority of consideration that has been urged by its proponents 

One of the fundamental defects of this proposal is requiring the Federal 
Government to use its resources to encourage the economic growth of a limited 
number of communities. Thus, the Federal Government is placed in the highly 
undesirable position of helping certain communities to attract new industry in 
competition with other communities that receive no Federal aid. 

The unfairness of Federal intervention in this field is compounded by the 
artificial criteria used to determine which communities are eligible for assistance. 
The criteria are based on a specified percentage of unemployment continuing 
over a specified length of time. Areas are made eligible for “redevelopment” 
by virtue of the fact that their economies have deteriorated. They are selected 
for development assistance because private investors have not considered them 
attractive to the extent that other areas are. Whether or not one considers 
the private investment judgment correct, it is artificial and paradoxical to use 
the very fact of deterioration as the basis for a Federal decision that these areas 
can and should be developed. 

No consideration is given to the basic reasons why a community is depressed 
and has chronic unemployment. Usually, chronic unemployment results from 
the decision by an industry that it is uneconomic to continue its operations in 
a given area. This business judgment may be based on any number of factors 
ranging from the exhaustion of natural resources to local taxation and techno- 
logical advances. Here, we have an attempt to substitute the judgment of the 
Federal Government for the judgment of our free enterprise system, regardless 
of the economic consequences. This new concept of requiring the Federal Gov- 
ernment to maintain the status quo is contrary to the past economic history of 
our country. 

The classification of “rural development areas” under the bill is limited to 
a maximum of 300 counties, or 10 percent of the 3,000 counties in our country. 
It is unfair to place an arbitrary limit on the number of counties that may be 
assisted, thus leaving the great majority of counties outside the scope of the 
bill. Furthermore, the need for rural redevelopment is entirely unrelated to 
county border lines. Counties vary in size from State to State, and some counties 
in the Western States are larger than some of our smaller Eastern States. The 
county unit is a completely inappropriate factor to be considered. It is apparent 
that the assistance for rural areas had been added by the proponents of the bill 
as an afterthought to gain more widespread support. The bill is not tailored to 
meet the needs of low-income farm families, and it is not at all clear that in- 
dustrial development is appropriate for all rural areas. 

It appears self-evident that the more than $380 million authorized in this bill 
will not cover the demand of all the eligible areas. In fact, it would be almost 
impossible to estimate the many billions of dollars that would be necessary for 
the Federal Government to pour into these communities to make them prosperous 
under this program. 

It will be impossible to meet the demands of all the areas, industrial and rural, 
eligible for assistance. Pressures will be applied to the Administrator of the pro- 
gram and to Members of the Congress by local communities seeking aid. Since 
the criteria for eligibility gives little or no consideration to economic or business 
standards, the Administrator may well be forced to choose among the applicants 


” 
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on the basis of favoritism and political expediency. The procedure for process- 
ing applications by State or local government departments and by private local 
committees, if there is no appropriate governmental unit, offers no protection in 
this regard and, in fact, would intensify the competition among applicants. The 
situation is further aggravated by the fact that there is no limitation on the 
amount of funds that may be loaned or granted in any one State. 

The devices established in the bill to carry out its objectives are defective in 
the failure to recognize existing programs, thus causing a duplication of efforts 
The bill proposes to create an Area Redevelopment Administration as a constitu- 
ent agency of the Housing and Home Finance Agency. It would be difficult to 
find a more inappropriate agency in which to establish this new program. This 
Agency has had no experience in the industrial field and is not qualified to handle 
a program of financial assistance for industrial or rural redevelopment. The 
creation of this new Agency completely ignores the existence of the Area Devel- 
opment Office in the Department of Commerce and the rural development program 
in the Department of Agriculture. 

The proposed program of $100 million for public-facility loans fails to recog 
nize the existing program of public-facility loads administered by the Community 
Facilities Administration of the Housing and Home Finance Agency. The com 
plete lack of any need for this new loan program is emphasized by the fact that 
on April 16, 1958, the Senate passed S. 3497, to greatly expand the present com 
munity facilities program. Under 8S. 3497, $1 billion was authorized to assist 
the financing of all types of public facilities. In fact, the program authorized by 
S. 3497 is more liberal than the program contained in this bill, because 8S. 3497 
would permit loans covering 100 percent of the cost of the project and for a term 
of up to 50 years, while the pending bill would permit loans only for 65 percent of 
the cost of the project and for a maximum term of 40 years. 

The adoption of the liberal provisions of S. 3497 also make it unnecessary 
to hav a $75 million program of PWA-type grants for public facilities as pro 
posed in the bill. It would be absurd to have one constituent agency of the 
Housing and Home Finance Agency administering this new program of loans 
and grants for public facilities, while at the same time another constituent 
agency of HHFA would be administering a similar public facility loan program. 

Another objectionable feature of the bill is the provision for giving so-called 
retraining subsistence payments to unemployed persons located in the redevelop- 
ment areas. In reality, these retraining subsistence payments are a form of 
supplemental unemployment compensation, because only persons who have ex 
hausted their unemployment compensation benefits or are not insured for such 
compensation are eligible for these payments. The granting of supplemental 
unemployment compensation is a serious matter, and it should be considered 
in relation to the entire program of unemployment compensation. At the pres- 
ent time there are proposals pending before both Houses of Congress to extend 
unemployment compensation under certain conditions. It would seem appropri- 
ate that the so-called retraining subsistence payments be considered in connec- 
tion with that legislation. 

This legislation does not take proper cognizance of the efforts on the State and 
local levels to solve the problem of area development. Many communities have 
established their own development committees consisting of local citizens for the 
purpose of attracting new industries to their communities. In at least 15 States, 
statewide development credit corporations have been authorized to provide a 
new source of financing for business enterprises. This bill ignores the accom 
plishments of these local groups and will tend to discourage local efforts to 
solve this problem. Instead of attempting to find a real solution to the prob 
lems of chronic unemployment, the sponsors of this bill have followed the easy 
but not always wise policy of finding a new channel in which to pour Federal 
funds. 

J. W. FULBRIGHT. 

A. WILLIS ROBERTSON 
J. ALLEN FREAR, Jr. 
Homer E. CAPEMmART 
JOHN W. BRICKER. 
WALLACE F. BENNETT 
PRESCOTT BUSH. 


Mr. Epetman. From the other end of the country, Mr. Chairman, 


Mr. August Pampel, from Stonington, Conn., will make a brief 
statement. 
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STATEMENT OF AUGUST PAMPEL, STONINGTON, CONN., TEXTILE 
WORKERS UNION OF AMERICA 


Mr. Pamrev. Mr. Chairman and gentlemen, I have a list here of 
plants that have closed down in the Tast 5 or 6 years within the New 
York area, or the eastern part of Connecticut. The number of jobs 
lost in each case is included. 

Here is the list that I will read to you. 


Beern. Texte Print........<.. 70) Majestic Metal Specialities__._._c 500 
Aveerican Woolen... .<s.<< 560 | Patna Bi ons n in cnteccnmn 200 
NE CIE irritates chickstin ctieidbicicbiibote 500 | Putnam Worsted Mill____-_---- 100 
OE POO asccnin siiicinittnistesictesini 1 GOGO t Sartre BGs Sidi tcsdnswe 100 
SEER RL SOE a ncnsckmcictentemeriiama: 100 | Uncas Print & Finishing_._--~- 150 
NI ST is adele 150 | Wauregan Mills................ 500 
Grosvenordale Co... BOO ) SEAS PORNGCE COk neem ce 50 
Griswold Textile Print—- a Powdrell & Alexander__._.. ~~~ 900 


In addition, both Putnam Woolen and Yantic Woolen discontinued 
weaving operations. This means in Yantic they are employing ap- 
proxims ately 100 fewer people and in Putnam Woolen approximately 
370 less. 

The Gera Corp. closed the Aspinock mill a year ago which affected 
500 to 600 people and it was announced just this past week that the 
Gera Corp. intends to close its United States finishing plant in 
Norwich which will affect at least 500 more workers. 

I have listed the relief costs in the area of eastern Connecticut. 

Mr. Everman. Would you identify 1 or 2 of those mills which to 
your knowledge are at least 100 years old ? 

Mr. Pamper. Well, here is a mill I would like to bring out to you 

gentlemen because I had occasion to meet the officials of the concern 
who came to our plant and they were looking for some sort of help 
and information in trying to keep their business going. Last Sat- 
urday I received a call from someone who told me that one of the 
men up there who has worked there all of his life—this plant in- 
cidentally made some of the finest cotton goods in New England and 
it was in existence over 100 years, and one of the workers there, 
who I feel is one of the most conscientious men for the community 
and plant, is in a position where he is desperate. He is in his 50’s 
he can’t get any work and he is deeply concerned about what his 
next step is going to be. 

Mr. Barkin. What is the name of the plant? 

Mr. Pamrext. The Wauregan Mills. 

Mr. Barkin. That was started in 1824. That plant made the most 
beautiful colored yarn dress fabrics selling in the most fashionable 
couturier shops in the United States, but it “went, 

Mr. Pampev. I would like to bring out the relief costs in the area: 

In January 1957, 193 cases with a total cost of $11,400. 

In March 1957, 198 cases, totaling $13,000. 

In January 1958, there were 237 cases, with a total cost of $19,500. 

In February 1958, 235 cases, totaling $16,200. 

In March 1958, 250 cases, total cost $19,000. 

As you can see, the comparison shows an increase of almost 60 per- 
cent in relief costs in Norwich alone. 

In Putnam, Conn., the costs for the 6 months’ period September 1, 
1956, through F ‘ebru: ary 28, 1957, came to $8,896. For the 6 months’ 
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period beginning September 1, 1957, through February 28, 1958, the 
cost was $12,598. 

As you can see, this increase is almost 50 percent. 

I might point out that we have had in the Norwich area approxi- 
mately 500 people who have been out of work for the last 2 weeks 
as the result of the carding and spinning room in Ponemah Mills 
being closed, and during the month of March of this year we had the 
same situation prevail for approximately 214 weeks. 

In the Wauregan district of the town of Plainfield, workers are 
still drawing unemploy ment checks since the mill announced its in- 
tention to liquidate last December. However, some of these people 
are exhausting their unemployment benefits and will be unable to 
get work. 

I would also like to point out that the latest figures in Connecticut 
there indicate there are approximately 92,700 people presently un- 
employed. 

Mr. Brown. When did this recession begin in this community ? 

Mr. Barxrn. This recession in this community according to the 
official tabulation, began back in the early part of 1952-53. 

There has been no relief at all in these communities all through 
these years. I might say that the only relief eastern Connecticut 
has had has been the opportunit ies for some employment in Hartford 
and some employment in New London, which are the two extremities 
because eastern Connecticut—it is commuting distance. During the 
last few months, however, the cutbacks in the airplane factories in 
Hartford have sent people back home or have left them stranded. 
There is still a considerable amount of activity in New London with 
the new contracts on submarine construction. That is the General 
Dynamic Corp. submarine construction unit there. 

In this eastern part of Connecticut which is known as the Danielson 
labor market, there has been continuous employment of 11, 12, and 13 
percent all through these years. 

Mr. Brown. I want to give the members time to ask some questions 
and we will operate under the 5-minute rule. 

Mrs. Sullivan, you are recognized for 5 minutes. 

Mrs. Sutiivan. I want to apologize for coming in so late but I was 
trying to save a small business in St. Louis and to cut and correct 
a lot of redtape over at GSA. 

Mr. Barkin, I think your statement was a wonderful thing to hear. 
I am just sorry that the whole committee has not been here to have 
the opportunity to listen to some of your ideas and your excellent and 
sensible appeal to do something for this whole country of ours. So 
also were the able statements of Mr. Edleman, Mr. Ware and Mr. 
Pampel. 

As Mr. Edelman mentioned, automation is with us and it is not 
going to leave us and we are going to have to do some real planning 
to create new opportunities for all of our American people. I know 
that the textile industry has been hard hit over these years. When 
new synthetic materials come in, others become almost obsolete. Ny- 
lon, in particular, is one new material that will be with us for a long 
time, as it has been such a convenience and help in caring for clothing 
made of it. Yet we are going to have to plan on utilizing the abilities 
of all of these people where jobs have been abolished all over this 
country. 
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I have a few questions to ask Mr. Barkin, which may give us some 
help. Section 6, H. R. 6215, provides for a loan program of the 
Federal Government for industrial plants. Subsection 6 (b) pro- 
vides that the loan cannot exceed 6634 percent of the aggregate cost 
of the project for which such loan is made. 

How do you feel about this, do you feel that the Government’s 
share should be higher, or lower? 

Mr. Barxrn. Very frankly, these are bargaining levels. In think- 
ing through this problem, we have tried to find a level which would 
assure local participation without being too onerous on the very dis- 
tressed areas, and assuring private participation so as to make self- 
interest operate in the area. 

Now, we have at one dae proposed 75 percent as an appropriate 
level but the percentage is really something that was selected as a 
compromise trying to meet the varying judgments of different people 
as to the extent to which local investment and our private investment 
should be made. 

I think there is a good deal of merit in assuring some substantial 
amount. of private and local investment in this type of project. In 
our world, if you put some of our money in it and if the local com- 
munity exerts itself to the point of gathering the limited resources 
it has for some project, you assure more local interest and more local 
effort. This is the primary motive and guide in trying to select a 
level or a limit on Federal participation. 

Mrs. Suutiivan. Then you feel that there should be a certain portion 
of the Federal share, there should be a portion of the local State or 
community share and a certain portion of the private industry? 

Mr. Barkin. That is correct. 

Mrs. Sututvan. And as far as what those shares should be, it is 
a little difficult to say in any special area. 

Mr. Barkin. It is a judgment and I am willing frankly to yield to 
being conservative in the first initial steps because first of all we can 
always revise it as our experience dictates. Secondly there will be 
enough to do with the resources made available even under the more 
conservative proposals which are now contained in the bill. 

I think it will be onerous on some of the really distressed rural and 
very small labor market areas. It may very well be that after a 
period of experience, we may have to come back in and recommend 
to Congress that certain margin of discretion be permitted. In cer- 
tain areas a larger proportion of Federal contribution may have to 
be permitted. I think we can allow experience to show up the gaps 
and needs in this area. 

Mrs. Suttivan. There should be a limitation of some sort put in 
the bill to begin with, with the ability to negotiate and move that up 
or down according to the situation. 

Mr. Barkin. One of the advantages as I stressed in this kind of 
limitation and the need for local participation is that it will energize 
the community into a rethinking and replanning of their effort. 

In my own appraisal of this situation, the most important thing, 
the most important step, is not merely the construction. This is a 
symbol, a first contribution. If it exhausts itself in just building 
factories I think the whole effort would be wasted. It is the recon- 
struction that takes place. 
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Mrs. Sullivan and gentlemen, if you have not familiarized yourself 
with the inspiring work which has been done in Pittsburgh, I think 
it is America’s dream of rebuilding because it is so graphic and has 
been done so wonderfully. Fortunately this time Mr. Mellon—the 
Mellon interests became the spearhead of this work and they have 
done such a wonderful rebuilding and that should be the model for 
so many other communities. 

Mr. Brown. Mr. B: ass, you are recognized for 5 minutes. 

Mr. Bass. Mr. Barkin, you have certainly given us a very fine com- 
prehensive and impressive statement of this ‘distressed area problem. 

Mr. Barkin. Thank you, sir. 

Mr. Bass. It is obvious to me that you have a great deal of experi- 
ence and have devoted many years of study to this problem of dis- 
tressed areas. For myself, and I think certainly for the rest of the 
committee, we are very grateful and appreciative of your coming 
here today to give us your thoughts on this issue. 

[ have two questions th: it I should like a ask you. The first de ‘parts 
a little bit from this immediate problem, but does concern the textile 
industry. I ask it of you in your capacity as an economist and also 
as director of research for the Textile Workers Union of America. 

One of the principal legislative recommendations of the adminis- 
tration before the Congress, on which the House will be voting before 
long, is the proposed extension of the Reciprocal Trade Agreements 
Act for 5 years. Would you care to comment briefly on whether or 
not you feel the extension of this act for 5 years as proposed by the 
President would in any way seriously harm or jeopardize the textile 
industry, particularly in New England and in my own State of New 
Hampshire, where we have many textile industries, as you know. 

Mr. Bargin. I appreciate that this is not the place to develop one’s 
pos ition on this subject. I have testified before the Ways and Means 
Committee. I have been in close touch with Mr. Burr Harrison, of 
Virginia, and we are hoping to develop a program which will recon- 
cile the interests of American industry and the needs for trade sup- 
port for the free world. I think this is the great challenge to Ameri- 
can statesmanship. 

While I am in the textile industry and am speaking for workers in 
the industry, we are equally aware of the transcending struggle be- 
tween our way of life and the Communists. Also we realize our re- 
sponsibility to many of the other countries in the free world. The 
compromise, or the adjustment, is a challenge to invention. The 
reciprocal trade program which the President presented does not meet 
this challenge. 

We have proposed that the solution or the accommodation of con- 
flicting responsibilities be met by a program which we have for con- 
venience called protection of a safeguarded level of American produc- 
tion. 

In essence, it employs the tariff quota technique, which is a variable 
tariff rate on different levels of imports. We have suggested that 
higher rates—that imports not endanger the mengeione level of 
American production and that lower rates be applicable to imports 
beyond that level. 

Mr. Brown. Will you yield to me? 

Mr. Bass. Certainly. 
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Mr. Brown. I gather from your statement you are in favor of 
Cordell Hull’s original trade agreement. 

Mr. Barxrn. That becomes a little difficult to answer. 

Mr. Brown. He believed in not bringing in goods in competition 
with goods made here. 

Mr. Barkin. The proposal is that there be a level of American pro- 
duction which would be safeguarded in competition with foreign trade 
and that it be quite unlimited beyond that level. That is the essence 
of the idea. It has been incorporated in a bill which Mr. Harrison 
is now developing with the help of the legislative drafting people, 
which reflects this position. 

Mr. Bass. Mr. Barkin, I hadn’t realized you had testified before the 
Ways and Means Committee. I shall certainly examine your proposal 
as there stated with some care. Perhaps you can appreciate my 
dilemma. I am basically in favor of the extension of this act, but, 
as you know, the textile industry is still the second-largest manu- 
facturing industry in my State, and many mill operators feel their 
business is being sacrificed on the alter of reciprocal trade. 

Mr. Barkin. Mr. Bass, you and I are in the same boat. I, as an 
American citizen, have to often recognize the transcendent interests 
of the American people as against the best interests of my members 
and myself. Consequently, when we are faced with a hard one like 
that we try to invent something new. A number of us are hopeful 
that the program we have devised at least provides for an intelligent 
reconciliation of the national and local interests. It is a hard one. 

Mr. Bass. Thank you very much, Mr. Barkin. 

Mr. Brown. Mr. Reuss, you are are recognized for 5 minutes. 

Mr. Reuss. I, too, want to commend you and your associate, Mr. 

Edelman, and your other associates, for a really magnificent state- 
ment on this terribly serious problem. I want also to praise the col- 
loquy you have just had with our colleague, Mr. Bass, of New Hamp- 
shire. I know he is dedicated to the interests of the textile workers 
in his district and, I think, shares with you your feeling that there 
is a solution which will at the same time advance our foreign policy 
needs and deal fairly with the human beings who work in the textile 
industry of this country. 

I think you are statesmanlike, too, in not confining your observa- 
tions here just to the textile industry. That, of course, makes it of 
particular interest to myself, a representative of Wisconsin, where, 
while we have our problems, a widespread unemployment in our tex- 
tile industry is not essentially one of them. 

I have two questions that relate to the broader aspects of your re- 
marks. On page 7 you gaze into the future a bit and talk about the 
future use of atomic power as producing some industrial developments 
in days to come. 

In a very brief answer—because that is all the time allowed—could 

you tell me what you envisage the impact of atomic industrial power 
to be? Specific ally, do you envisage that areas remote from coal 
and from falling water will be benefited by this development ? 

Mr. bine Basically that is our expectation. New England was 
built on water rpower. The southern textile industry was made pos- 
sible by coal. The southwestern petrochemical industry was born with 
natural gas. Atomic power will provide the foundation for economic 
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development in the desert areas of the West. Well, we will now find 
new industries developing with high power demands, like aluminum 
and others—there will be other metals and other chemicals—which 
will be able to be built because they become economic with atomic 
power. 

Mr. Reuss. So that this, like so many other technological advances, 
represents both a challenge and an opportunity to the country ? 

Mr. Barkin. I am glad you put that question, because that is at 
the core of this entire problem. No matter what good we do, some- 
one gets dislocated by the good. There is some person who suffers, 
particularly in growth industries. They always adversely affect 
other areas in lesser, or greater, degree. And we must be prepared, 
therefore, to deal with these problems and we must have an Ee 
zation in Government which garners this experience and makes 
available to the areas which suffer from the setback. 

One interesting provision in the bill is that which authorizes the 
Administrator to call together the various parties at interest in a 
declining industry to he Ip them rebuild. You know what the research 
laboratories in Wisconsin did for the paper industry. We have been 
urging, our union has been urging, that we establish similar research 
facilities for the textile industry. Unfortunately, our textile manu- 
facturers have been too—as they call themselves—individualistie. 
We have never been able to come together on such a long-term re- 
building process constructed on research. 

This type of agency would help to facilitate understanding of 
problems by the industry itself so that they can do something for 
themselves. The bill in this 1 respect provides no Federal funds for 
this purpose. We don’t think it is necessary. We do, however, em- 
power the Administrator to initiate efforts for reconstruction of 
depressed industries. 

Mr. Reuss. Thank you, Mr. Chairman. 

Mr. Brown. Mr. Breeding, you are recognized for 5 minutes 

Mr. Breevinc. Mr. Edelman, Mr. Barkin, and your assoc iates, 
I wish to compliment you, also, on your testimony here this morning. 

Mr. Ware, with regard to your testimony, I would like to ask you 
what is the population of your city ? 

Mr. Ware. About 65,000. 

Mr. Breepinc. And what percent are unemployed, in comparison 
to your total labor? 

Mr. Ware. I would say, in percentage of the population, I would 
say there were 20 percent of the employees out of work; unemployed 
or on short-time, at least. 

Mr. Breeprne. You paint a very dark picture of the city. Is that 
xadsden, Ala. ? 

Mr. Ware. That is Gadsden. 

Mr. Breeprne. In your opinion, what is the solution to your prob- 
lem there ? 

Mr. Ware. I don’t know. We need something to rebuild it, or new 
industries or something to retrain people for different ininatad ies. 

Mr. Breeprne. Are any of your people in the soup line, as was 
mentioned ? 

Mr. Ware. As I stated before, before you can draw any welfare, 


you have to sue all your relatives before you can become eligible 
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for it, and we have a great number who have already exhausted their 
State unemployment. ‘They are still there, but they are hungry and 
ragged and have no work, and there is no work available and they 
have no place to go. 

Mr. Breepinc. Do you get any of the surplus food of America 
through your welfare programs ? 

Mr. Ware. Some. 

Mr. Breepine. Do you get plenty of it? 

Mr. Ware. It will fill in a little bit, but it won’t take care of the 
people for a month. That is issued once a month, but it wouldn’t 
take care of a family for a month. 

Mr. Breepinc. I come from one of the largest wheat producing 
districts in America, and we have millions of bushels of surplus 
wheat, and I am interested in getting someone to eat it. 

Mr. Wane. I know of one elderly lady, a widow woman; she draws 
those commodities. It is a 5-pound bag of flour and a carton of 
milk powder, and about a pound of dried beans and about a pound of 
rice and a block of cheese, I believe about 24% pounds. That is for 
a month. They issue it once a month. I do en several who are 
drawing those surplus commodities. 

Mr. Breepine. [I would like to ask Mr. Edelman a question. a 
you think that part of the solution to this surplus labor would be 
shorter workweek in America? 

Mr. Epetman. The Textile Workers Union of America favors a 
shorter workweek, Mr. Breeding. Yes, definitely; we think so. Let 
me ask Mr. Barkin, quickly, to give you the figures on the increase 
in productivity per man-hour in the textile industr y. 

Mr. Barkin. We produced 714% yards per man-hour in 1947. In 
1957, we produced 11.6 yards per man-hour. That is 4714 percent 
increase 1n man- — productivity during this per iod, 

Mr. Breepine. I appreciate your answers. ‘That is true in wheat 
raising, too. One man today can raise as much wheat as 10 or 12 
men could 20 years ago. That is all, Mr. Chairman. Thank you, 
sir. 

Mr. Brown. Gentlemen, I hope we can soon find full employment 
and full production. Your statement will be worth a great deal in 
helping us solve this problem. 

Mr. Barkin. Mr. Chairman, we all pray for it, but—I say this as 
an economist, rather than an advocate of a partic ‘uli ar cause: I don’t 
believe that, if we rest on our oars, improvement will occur. 

If we merely rest on the legislation which has been passed and the 
programs initiated, I am willing to sit here and predict that we will 
have a continuing level of unemployment in excess of 4 million for 
the next 2 years. Industry can do no more to help itself. It has 
exhausted its capital expansion momentum, and we don’t believe there 
is anything that can be done to bring us out of this depression in that 
regard. 

The Federal Government has a definite responsibility under the 
Employment Act to help us get maximum employment. 

Mr. Everman. Could I ask whether there could be received in the 
record a 2-page letter here, signed by 50 workers representing 400 
woolen workers just now thrown out of jobs in northern Virginia. 
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They have written a letter to the Congress, appealing for some atten- 
tion to their problem. 

Mr. Brown. It may be included in the record. 

(The document referred to is as follows :) 


WINCHESTER, VA., May 5, 1958. 
Hon. Harry F. Byrp, 
Hon. A. WILLIS ROBERTSON, 
United States Senate, Washington, D.C. 

Dear SENATORS ByRD AND ROBERTSON: We, the undersigned employees—or 
ex-employees of the Virginia Woolen Co. at Winchester, Va., and the Varel Mills. 
Inc., at Middleway, W. Va., write this letter on behalf of the approximately 
400 workers who are about to lose their jobs in these 2 plants. The entire 
work force in these two plants—both owned by United Merchants & Manu- 
facturers, Inc., of New York—have been notified that these shops will close 
down indefinitely. In other words, all of us are without jobs and must join the 
growing army of the unemployed. 

We might point out that many of us have worked either continuously—or 
from time to time—at the Virginia Woolen mill for upward of 20 years. Some 
of us have never worked anywhere else. Few, if any, of us have skills in any 
other industry except textiles. Even if we did have other skills, there are defi- 
nitely no opportunities for other employment in this area at even the low scale 
of wages we have been earning. Nor will it be possible for any but a very few 
of us to avoid going into debt on the scale of unemployment-insurance payments 
in Virginia. The scale is somewhat higher for those who live in West Virginia, 
but not enough to make a great deal of difference 

The company states that the reason for closing down these plants is “poor 
business conditions” in the woolen and worsted industry. As far as we can tell, 
it is probably true that textile manufacturers, and particularly those making 
woolen and worsted goods, do have problems these days. But after we have 
said that much we must also give it as our opinion that a large and wealthy cor- 
poration such as the United Merchants & Manufacturers, which, according to 
its own reports, made profits of $8,607,000 before taxes and $5,342,000 after 
taxes for the 6-month period ended December 31, 1957, was really not in such 
bad shape that they could not have attempted to operate these plants, at least 
on a curtailed basis. From what we can observe, textile employers seem to 
be so ready to close their shops at the very first sign of falling sales or diminish- 
ing profits that we are skeptical as to whether it is actually quite necessary 
to throw 400 people out of work in the manner we are being dumped out of our 
jobs. 

For some years now those of us who have been working at the Winchester 
plant have been members of one textile union while the group at the Varel shop 
have belonged to another. In this connection we wish to stress the fact that the 
labor costs in these two mills have been considerably less than the costs in most 
plants in the industry making similar products. The fact that these shops have 
been unionized has not placed the employer at any competitive disadvantage. In- 
deed, both mills had fully efficient work forces. Whatever the real cause of 
this shutdown which is depriving us of our means of a livelihood, it was not high 
wages or any similar cause. 

Because we have learned the value of working together in an organized 
manner in our respective unions, most of us in this group intend to stick to- 
gether in the months ahead in our search for jobs and in seeking some relief 
for the tragic situation that has overtaken the men and women seeking to earn 
a living in the textile industry. We appeal to you, Mr. Senators and Con- 
gressmen, to do at least the following: 

(1) Refer the case of this shutdown ordered by the United Merchants & Man- 
ufacturers, Inc., to the Senate subcommittee which we read in the papers is 
about to investigate the whole mess in the textile industry in the United States. 

(2) An industry which has lost around 300,000 employees in a period of 
less than 10 years—which is the case in textiles—should certainly be looked 
into thoroughly by the Congress of the United States and the administration 
in Washington. 

(3) We ask and urge that Congress pass legislation at once increasing unem- 
ployment insurance benefits. Not only are the present payments utterly in- 
sufficient to maintain a family at a minimum standard of living but the pay 
ments stop at 18 weeks in Virginia and 24 weeks in West Virginia. From what 
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we can see happening among our neighbors, it is virtually certain that very 
few of us can get back to work before our benefits are exhausted under present 
State laws. 

(4) We ask that the Congress immediately act to give all low income citizens 
a tax cut. Indeed, people like us who are jobless should receive a quick rebate 
on the income taxes we have already paid this year. A general tax cut, we 
feel sure, would do more than anything else to induce the public to begin buy- 
jing once more so that there would be hope for mills like ours to get back into 
production. 

(5) We ask the Congress to take other immediate steps to aid our ailing 
textile industry. We insist that something quick and substantial be done for 
us displaced textile workers in Virginia and West Virginia. Surely there are 
nillions of suffering human beings throughout the world who need the gar- 
ments for which we could produce the materials. We ask the President and 
the Congress to find the money to launch a program of supplying clothing to 
needy people both at home and abroad. Such a program could make it possible 
for us to become self-supporting—and indeed we could contribute to the gen- 
eral recovery in the United States—while helping give solid, sensible aid and 
comfort to many, many people now undecided as to whether to follow the lead 
of the Communist dictators. 

Please, Members of Congress, give earnest and immediate study and attention 
to these requests and recommendations. 

Very truly yours, 

Lloyd Cooper, President, Local 1423, T. W. U. R., AFL-CIO, Route 2, 
30x 70, Winchester, Va.; Cecil Ring, vice president, Kearneys- 
ville, W. Va.; Emmert Engle, secretary-treasurer, Charles Town, 
W. Va.: George A. Clark; George A. Childs, Martinsburg, W. Va.; 
Walter Pingley, 1640 Robert St., Winchester, Va.; David R. 
Jackson, Summit Point, W. Va.; George W. Burnham, Clear- 
brook, Va.; Wm. Bly, Route 4, Winchester; Frank Grove, Martins- 
burg, W. Va.; Anthony Braithwaite, Inwood, W. Va.; Royal 
Palmer, Gerrardstown, W. Va.; Harry G. McDonald, Charles 
Town, W. Va.; Elmer Furley, Bunker Hill; Robert O. Ritter, Presi- 
dent, Local 71, Winchester, Va.; Alva C. Frye; Don H. McDonald, 
Winchester, Va.; C. C. Wallace; Wm. C. Heckwatts, Mtn. Falls 
Rte.; Bessie Whitacre DeHaven, Rte. 2, Box 168; Dolly Shepherd, 
Ada Gorhenon, Bessie D. Trenary, Eva McFarland, Ruth L. Hart, 
Lillie I. Miller, Mary A. Snapp, Beatrice V. Fahnestock, 
Cora §S. Nickleson, Phyllis O. Butler, Virgie M. Goode, Irene 
Weakley, Winifrid Keller, Maude B. Loy, Lola Wilson, Mary 
Hainer, H. L. Fletcher, Stewart Castleman, Chauncey M. Snapp, 
Mary L. Correll, Bertha M. Frye, Winchester, Va. 


Mr. Brown. The committee will now adjourn to reconvene Monday 
morning at 10 o’clock. 

(Whereupon, at 12:45 p. m., the committee adjourned to reconvene 
at 10 a. m., Monday, May 12, 1958.) 
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TUESDAY, MAY 13, 1958 


House or REPRESENTATIVES, 
COMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10 a. m., the Hon. 
Brent Spence, chairman, presiding. 

Present : Representatives Spence, Brown, Patman, Multer, Griffiths, 
Talle, Betts, Mumma, McVey, Siler, Henderson and C hamberlain. 

The CHarrman. The committee will be in order. We are honored 
today by having our colleagues here before us on the pending legisla- 
tion. 

The first witness will be the Honorable Thomas E. Morgan of the 
26th District of Pennsylvania. 


STATEMENT OF HON. THOMAS E. MORGAN, A REPRESENTATIVE IN 
CONGRESS FROM THE 26TH DISTRICT OF PENNSYLVANIA 


Mr. Morgan, we are glad to have your views and you may proceed 
as you please. 

Mr. Morean. Mr. Chairman, I am glad to be here. 

Mr. Chairman and members of the committee, I appreciate the op- 
portunity of coming before you this morning to discuss this vital leg- 
islation to offset chronic unemployment in certain areas, and to ex- 
press my personal interest in legislation along this particular line 

In January 1957, I introduced area legislation similar to what is 
known as the gtstp. —rabrinsages bill. Its purpose is to establish an effec- 
tive program to alleviate conditions 7 excessive unemployment in 
certain economically depressed areas. I did so because I believe the 
bill could help our communities in attracting new industries 

I represent the 26th Congressional District of I ennsylvania com- 
prised of Washington, Greene, and Fayette Counties. A large part 
of my district is composed of and made up of the coal mining in- 
dustry. The biggest fipeninoes coal mines in the world are in my 
district. Probably about one-third of the working people in my dis- 
trict depend upon coal mining for their livelihood. 

The employment in the coal industry has been in the decline for the 
past years, ever since the end of World War II. In the bituminous 
area, the decline has been mostly attributed to the loss of coal reserves, 
tec hnologic al changes which include the automation of mining ma- 
chines that we now have in the great mining areas. 

There has been strong competition from low grade fuel oil that has 
been pouring into the eastern seaboard of the United States that to a 
large extent has reduced the demand for bituminous coal. 
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In Fayette County, which is one of the great industrial counties 
of my area, we had perhaps the best coking coal in the world, but due 
to the excessive demand at the time of World War I and World War 
II, this coal was taken out from under the ground in large amounts. 
Now it is completely gone. Here we have a great industrial county 
with no type of industry except a few small factories. 

In that county besides the coal reserves we had the old beehive type 
of coking ovens. All coke is now made in byproduct ovens, and we 
have a large labor reserve in that county, with practically no form of 
diversified industry to pick up the labor surplus. 

In Washington County, another large industrial county in my 
district, besides coal we have several diversified industries that have 
been hit hard by competition from foreign markets. We have one 
large transformer plant that is working very slow due to \ ompetition 
from foreign markets in the transformer division. This plant is owned 
by the McGraw Edison Co. and has been forced to lay off hundreds 
of employees. 

In Greene County the amount of unemployment is 15.6 percent. In 
Washington County we have an unemployment force of 15.1 percent. 
In Fayette County we have an unemployment force of almost 29 per- 
cent. 

Efforts have been made locally to rehabilitate our distressed areas. 
We have many local groups, developme nt organizations and industrial 
organizations at work raising campaign funds and atte mpting to build 
programs to bring industry into the district. 

With this large labor reserve we are not making much progress in 
attracting new industry. I have high praise for all types of local 
effort to help my district, but many people in my district feel that the 
only solution is the passage of a bill similar to that which is before 
this committee. 

Mr. Chairman, the people in my district want to work. If we had 
some kind of Federal aid in the form of legislation similar to the bills 
before this committee—the Douglas-Flood bill, or the Van Zandt bill, 
I know they would be or great aid to us. 

I certainly want to thank this committee for holding these hearings. 
I think this isa start in the right direction and I would like to put my 
whole statement in the record, Mr. Chairman. 

The Cuarmman. Thank you, Dr. Morgan. 

Mr. Mumma. I just wanted to say as a member of the committee we 
are glad to have Dr. Morgan come here today. I know something 
about his district and I realize that things are bad. 

The coking coal is all gone, isn’t it ? 

Mr. Morcan. The coking coal is all gone in Fayette County. 

Mr. Mumma. Does stripping render a lot of that ordinary coal un- 
minable ? 

Mr. Morean. Yes; it is unminable. The stripping coal in our dis- 
trict is what we call the Waynesburg seam which was above the Pitts- 
burgh seam. The Pittsburgh seam was the coking coal. The coal 
stripped in that area now is mostly not coking coal. 

Mr. Mumma. Most of the captive mines are in your district? 

Mr. Morean. Most of the captive mines are in my district. 

Mr. Mumma. That is all. I just wanted to say that we are inter- 
ested in it, Mr. Morgan. 
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The Cuarrman. I am very sympathetic with your interests in this 
matter because the eastern district of Kentucky is very much in the 
same posit ween ee describe your district and I hope we can do some- 

ing for all of them. 

OE ae That is true, Mr. Chairman. I think Kentucky and 
Pennsylvania, West Virginia, and Illinois are the great coal-produc- 
ing States in this country. ; ; 

Mr. Brown. Mr. Morgan I want to say I feel your statement will 
be very helpful to the committee. 

The CHairman. Mr. Fenton. 


STATEMENT OF HON. IVOR D. FENTON, A REPRESENTATIVE IN 
CONGRESS FROM THE 12TH DISTRICT OF PENNSYLVANIA 


Mr. Fenvon. Mr. Chairman and gentlemen of the committee, I 
have a very short statement that I would like to offer to the committee. 

As you know, Mr. Chairman, I am on the Subcommittee of Appro- 
priations for Civil Functions, which you had considerable experience 
with in our committee room. Everybody is interested in civil func- 
tions. I know the chairman is and I know Mr. Brown is and you 
know whereof I speak at this time. 

Mr. Chairman, thank you very much for the opportunity of appear- 
ing before you in relation to area redevelopment legislation intro- 
duced by your chairman, Mr. Spence, and similar bills introduced by 
several other Members in the House, including myself. 

| appreciate this opportunity to add my support to these proposals, 
all of which have been introduced for the general purpose of helping 
areas of substantial and persistent unemployment. 

The President, in a state of the Union message, and in an economic 
report, announced the principle that there is a responsibility in the 
Federal Government to help areas of substantial and persistent labor 
surplus in their efforts to solve their problems. This is clear, despite 
the fact that the Nation as a whole had enjoyed a period of general 
prosperity since 1952. 

I know that you have had before you witnesses that have spoken at 
length in behalf of this legislation at this and previous sessions of 
Congress. 

The Assistant Secretary of Commerce, the Honorable Frederick 
H. Mueller, on April 12, 1956, went into great detail in explanation 
of the administration bill at that time. 

The Under Secretary of Labor, the Honorable Arthur Larson, 
likewise spoke in favor of this legislation on April 13, 1956, as did 
Mr. Follin, a representative of the Housing and Home Finance 
Administration, 

Representatives of labor also testified before your committee, in- 
cluding the Honorable Thomas Kennedy, vice president of the United 
Mine Workers of America on April 18, 1956, and at the current hear- 
ings. Mr. Kennedy resides in Luzerne County, adjacent to Schuylkill 
and Northumberland Counties of my district, in the anthracite coal 
region of Pennsylvania. This is the area of the major reserves of 
hard coal. 

It would be repetitious for me to dwell on statistics already given 
by previous witnesses, and I will, therefore, try to give you some idea 
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of our economic condition and the time and efforts given by the 
people of my area in trying to help themselves. 

We have witnessed the population of my district shrink over 40,000 
from 1940 to 1950. 

We have seen our major and basic anthracite industry have its 
annual tonnage reduced from almost 300 million tons in 1919, in 
World War I, to around 100 million tons at the present time. 

We have also seen the number of mineworkers diminish from a peak 
of 179,670 in 1917 to less than 40,000 today. 

Now the causes of all these decreases are well known to those of us 
from the hard-coal fields. In fact, the Federal Government itself 
knows full well the condition in which our area finds itself, because, 
over the years, since I have been a Member of Congress, I have brought 
to the attention of our various administrations the economic plight 
of the anthracite industry and the people dependent upon it for a 
livelihood. 

As a matter of fact, and the record will disclose this, I have been 
successful in having a number of my proposals enacted into law to 
assist the anthracite industry and our people. For example, (1) 
Public Law 812, 77th Congress, which established the anthracite 
experiment station; (2) Public Law 738, 83d Congress, which au- 
thorizes the appropriation of Federal funds to the Bureau of Mines 
to fight mine fires and which eliminates the necessity of asking for 
special funds each year. The apropriations for this type of work 
over the past sever ‘al years has saved over 250 million tons of coal from 
destruction at a cost of less than 1 cent a ton; (3) Public Law 162, 
84th Congress, which authorized the Federal Government to appro- 
priate $8,500,000 to match a similar amount from the State of Penn- 
sylvania to dewater mines for health and safety purposes, and to con- 
serve 1 of the Nation’s greatest natural resources—Pennsylvania’s 
lcsin mines. 

While we have been trying to stay the continued onslaught of un- 
employment by helping to stabilize our anthracite mining industry, 
our people and our communities have been doing a splendid job in 
organizing in various ways, and indeed have succeeded in securing 
new plants in some communities and also expanding plants already 
there. 

Our people want to work, as is evidenc ed by the fact that thousands 

f them travel over 100 miles each day in commuting back and forth 
i. work. Others are compelled to leave their families for the week and 
return home on the weekends. 

Our — cannot understand why a helping hand has not been 
extended them long ago as has been done by our Government to other 
segments of our economy. Neither can they understand why the Gov- 
ernment itself permits the terrific influx of residual oil on the eastern 
seaboard, which displaces many millions of tons of coal each year. I 
understand that some 40 or 45 million tons of coal is being displaced 
annually. 

We have recommended that this excessive importation of residual 
or waste oil be curtailed or be placed on a proper quota basis, and I 
have introduced legislation to accomplish this. It this was done it 
would help in keeping down our unemployment. 

In addition to the influx of foreign waste oil, we have been hurt 
by the Big and Little Inch pipelines built by the Government. We 
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had no complaint to make when these pipelines were built because 
of their necessity to aid in winning the war. We did not intend to 
have them later used by private enter prise in competition and i injury 
to the coal industry. 

We objected strenuously to their being sold to the oil and gas 
industries after the war because we knew it would hurt our anthracite 
markets. It did hurt us very severely, and the Government did assist 
the oil and gas industry in selling the ‘pipelines. 

I cite these several instances about the plight of our basic industry, 
because our pleas fell on deaf ears for many, many years. 

We have, in various communities in my district, atte mpted to help 
ourselves and have succeeded in securing new plants, but we have 
reached the limit and we now look forward to the State and Federal 
Governments to assist us. 

It is gratifying to me to see that this committee of the House, and 
the Banking and Curre ne y Committee of the Senate and our admin- 
istration, have recognized the seriousness of excessive unemployment 
in certain areas and are trying to do something about it. 

President Eisenhower very correctly said in a speech that in his 
opinion, and I quote, “America does not prosper unless all Ameri- 
cans prosper. 

The President is concerned about areas of chronic unemployment 
and is attempting to do something about it. 

At the present time the unemployment figures for my district in 
Pennsylvania is 22,500. In Schuylkill County we have 16,200 unem- 
ployed, and in Northumberland County 6,350. In Schuylkill County 
alone this means that the percentage of unemployed is 20.6 percent. 

Many bills have been introduced for distressed areas by members of 
both political parties in the 84th and 85th Congresses. 

In the House, along with others, I introduced the administra- 
tion bill H. R. 5468 on February 28, 1957. On March 20, 1957, Mr. 
Spence, your chairman, introduced H. R. 6215. 

The Douglas bill, S. 964, was introduced in the Senate on Janu- 
ary 29, 1957. However, another Douglas bill with 33 cosigners, S. 
3683, was reported out of the Senate Banking and Currency Com- 
mittee on April 28 last. 

I trust this committee will bring forth a bill that can be accepted 
by the House and Senate, and signed into law by the President. 

Long before this recession, or whatever you wish to call it, there 
were economically distressed areas—chronic in nature. The anthra- 
cite coal-producing area of Pennsylvania is one of these, and the 
people of my district will be especially grateful for favorable action 
by your committee. 

Th: ank you very much, Mr. Chairman. 

The CHatrman. Thank you, Mr. Fenton. We are glad to have 
your views and they will be considered by the committee. 


Mr. Coffin, of Maine. 


STATEMENT OF HON. FRANK M. COFFIN, A REPRESENTATIVE IN 
CONGRESS FROM THE SECOND DISTRICT OF MAINE 


Mr. Corrtn. Mr. Chairman, I am very glad to have this opportu- 
nity to appear before this committee this morning in support of 
legislation to bring imaginative and constructive help to areas in 
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all parts of the country which are facing the twofold problem of 
longstanding, persistent underemployment and the added critical 
emergency of a current depression. 

I recognize that you have before you a hopperful of bills covering 
both phases of the problem—the long-range and the immediate— and 
that you face the most difficult task of legisl: iting wisely and effeec- 
tively on both phases. 

In my brief period in the House, I have spent the major part of my 
thought and energy on the questions that are under sonsialel ation here 
today in your committee. 

In Maine, the shr inkage in textiles has created pe rsistent, growing 
pockets of underemployment with accompanying drains on the State 
and Federal economies—dwindling tax revenues, exhaustion of un- 
employment benefits—even before a depression aggravated our diffi- 
culties. I have urged some form of area assistance help. I have re- 
peatedly asked for legislation to strengthen the Small Business 
Administration which is an alive, functioning agency to empower 
it to make nonprofit loans to development groups, ‘and loan money to 
avert and allay economic disasters. It seemed to me that these were 
necessary, first-aid measures while we contemplated longer range 
problems of area assistance and redevelopment. 

The reasons why area assistance legislation is essential, vary per- 
haps, from industry to indusrty and from State to State. Some in- 
dustries have suffered a decline because of the use of substitutes— 
new methods. Some are unquestionably affected by imports and 
foreign competition. There are an infinite number of reasons why 
the change and the decline is taking place. Some form of redevelop- 
ment aid, rooted in the concept that the affected areas must be helped 
back to a position of solvency, productivity, and usefulness, where 
skilled men and women can make the transition to new employment 
before they become dead broke and totally demoralized, is just as 
important as any so-called emergency legislation confronting us. 

The bills which are under consideration—area assistance, commu- 
nity facilities, and others to strengthen SBA—are essentially meas- 
ures to provide greater equity capital for small business and more 
money for loans to the States, communities, or private nonprofit de- 
velopment corporations at differing rates of interest where private 
financing is unavailable. 

I believe that Chairman Spence’s area assistance bill and the bill 
now being debated in the Senate also provide for grants for public 
facilities or public works which will provide more than temporary 
alleviation of unemployment. I believe that it is a very commend- 
able feature which, although it has limited usefulness in the present 
economic emergency, is necessarily in conformity with the longer 
range purposes of the legislation. 

There is one aspect of this legislation, Mr. Chairman, to which I 
want to draw special attention. I would like very much to see the 
technical assistance provisions of area redevelopment legislation 
strengthened in a concrete way. Evaluations and studies are a 

vided for. But what is needed in many places, and especially by 
smaller concerns and industries, is technical help in the most literal 
sense. About 90 percent of the businesses in Maine can safely be 
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called small. It is my experience, however, that very little is done 
by our Federal Gov ernment to breathe real life and meaning into the 
sometimes incomprehensible small print of laws and regul: ations— 
fair and generous though they may be. 

In other words, I think all of you had the experience of having 
businessmen write to you or come to Washington to find out that it 
was a most difficult job to find out what services, what facilities, what 
information is presently available and it was also a difficult job to 
interpret these to the average small-business man or industrialist in 
your home district. ¥ 

I believe this can only be done, if the agency set up under an area 
redevelopment program, or the agency made responsible for the pro- 
gram, has avi ailable experts and _ technicians—a _ competent task 
force—who can go to trouble spots and help a business or industry 
clear up some of its problems from bookkeeping to marketing to 
making the transition to a new kind of product. To oversimplify, 
this would be ad: apting the point 4 approach, which has worked so 
well in many countries — to our own domestic needs. Many, 
many times, Mr, Chairman, [ and probably many members of this 
committee, have tried to perform this function of bringing our busi- 
nessmen the kind of help and information he needs to keep going. 
It is not only a question of capital or loans. He often needs technical 
help of some simple kind which we are not equipped to give. 

I would like to see the legislation more specific on this | point, and I 
firmly believe that it would be a true measure of congressional intent 
to give leadership in redeveloping affected areas, and not merely bail 
them out in a temporary fashion. If we had had this feature avail- 
able and functioning this year, there is no doubt in my mind but that 
areas with ailing industries would not be so unalterably opposed to a 
liberal reciprocal trade extension. These areas would have some 
basis for hope other than tariffs and quotas. 

This is the way such an area assistance point 4 operation would 
work. When a community qualified for assistance under the legisla- 
tion, it would automatically be eligible for the programs covered by 
the legislation before you. If, however—and this would be more true 
of smaller areas not readily ad: apted for defense work—the community 
wished on-the- _ guidance, it could request a task force for an 
initial period of 1 week. This force could consist of labor survey 
experts, product engineers, marketing specialists, and financial ad- 
visers. In the proliminary visit, the needs and opportunities of the 
community couls | be outlined, and ihe community could be started on 
needed organization, surveys, and planning. 

While this preliminary work is going on by the local committee 
contemplated by the bill, the task force, either regional or national, 
could be preparing tentative suggestions regarding possibilities for 
existing industry, new product opportunities, the potential in new 
design for existing products, vocational retraining needs, ete. 

The third stage would be a more sustained “in residence” operation 
by the task force for, say, a month. During this time in the ailing 
community, day-to-day consultations wouid take place with the loc: il 
development group, city officials, labor leaders, private investors, 
businessmen, and bankers. Not only would existing laws and regula- 
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tions, such as those relating to procurement of defense work, small 
business loans, and so forth, be thoroughly explained and _reex- 
plained, but positive suggestions could be made to inject new thinking 
into the leadership of that community. Just as an aside, I think in 
every community there are businessmen perhaps who have made a 
certain amount of money in their own businesses. They are ready to 
invest a modest sum in some new industry or enterprise in that com- 
munity but having grown up as drye leaners or as retail store mer- 
chants they are not too equipped to ‘know what product would go in 
that particular community, what product would have enough “of a 
market area around it to justify the investment. The task force 
would give leadership to those people and, therefore, svibilles quite ¢ 
bit of additional investment. 

On the question of community facilities legislation, I hope that 
the maximum interest rate will be retained at 3 percent and that the 
loan fund will be increased to $2 billion. These proposals were both 
altered in the Senate which increased the maximum interest to 314 
— and cut the loan fund proposal from $2 billion to $1 billion. IJ 
believe this was regrettable. 

IT am heartily in favor, Mr. Chairman, of a program to make equity 
capital funds more readily available to small business as provided 
in legislation which is also under consideration here. 

I cannot entirely predict what our experience in Maine would be 
in setting up small business investment companies or associations, 
if such are authorized. I would doubt that there would be many 
substantial pools of investment capital available to form companies 
with at least $250,000 of private investment. 

I think a figure of $100,000 to $150,000 would be more practical. 

But I believe that the establishment of small business investment 
companies will contribute to the objective of helping to restore the 
economy and assist certain segments of business, particularly smaller 
ones, that have borne the brunt in the present recession. I would 
urge that under this legislation, an amendment provide loans to State 
and local nonprofit developme nt groups through the Small Business 
Administration, as set forth in my bill H. R. 5693. 

Thank you, Mr. Chairman and members of the committee for 
your courtesy. 

The Cuarrman. Thank you, Mr. Coffin. We are glad to have your 
views. They will be considered by the committee. 

Any questions ? 

Mr. Mumma 

Mr. Mumma. You know, we have been considering a number of 
bills here and one is the Financial Institutions Act which we made an 
amendment to to take care of a situation in Maine. You are prob- 
ably familiar with it. The National Bank could loan 90 percent. 

Mr. Corrix. And the banks couldn’t under the existing law, fully 
participate in the new Maine Industrial Building Authority program 
and this was to allow them to 

Mr. Mumma. My idea of Maine is that you have plenty of build- 
ings * there, but you don’t have industries to put in them. 

Mr. Corrr. The typical situation is that we have in our old textile 
towns, old brick buildings, multistory, that are not too well adapted to 
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present- day general industrial use, so we have a need for the new 
modern general type building. 

Mr. Mumma. I saw a film one time entitled “The Town That 
Wouldn’t Die.” It was Sanford, I believe. They were trying to use 
the old buildings up there. They seemed to be very substantial build- 
ings. ; 

Mr. Corrin. They are substantial. Sanford lost its textiles and 
then with a remarkable local group they proceeded to rebuild. But 
actually they have had difficulty. They have never been able to 
get. back the employment they lost and the wages paid in the new 
11 or 12 industries that came in are lower than “the wages that they 

lost. I think that they have probably replaced employment by only 
50 percent or 60 percent, if that. 

Mr. Mumma. Did that make for freer employment up there, the 
readjustme nt of the wage schedule ? 

Mr. Corrrn. No, it caused quite a dislocation in that community, 
with a lot of people traveling long distances to work and a number 
of people going as far south as Fall River in Boston and perhaps 
coming home just on weekends. 

Mr. Mumma. Thank you. 

The CuatrmMan. Are there any further questions? 

Mr. Mutter. Mr. Chairman— 

The Cuatrman. Mr. Multer 

Mr. Murer. You have made a very fine statement, as you usually 
do, Mr Coffin. 

It is my recollection that when you appeared either before this 
committee or the subcommittee of the House Small Business Com- 
mittee of which I happen to have the privilege of being the chair- 
man, you indicated that in your State at that time, the Small Business 
Administration seemed to be dragging its feet a little bit in connec- 
tion with small-business loans. Has that situation improved any ? 

Mr. Corrin. We have been gratified in having them send a field 
man to our State and he is there permanently now, and I think that 
the processing has come along much faster. We have had great dif- 
ficulty in having our small-business man who could ill afford to take 
time out to go to Boston, which might be 150 or 200 miles away, so 
that as far as processing is conce ned, that has been alleviated. As 
far as final action is concerned I just feel that there is a great need 
for expanding the type of loan and technical advice that should be 
made available. There are just too many situations that still arise 
where under the existing regulations they can’t be helped and it is 
heartbreaking to see new enterprise or perhaps the fellow who wants 
to expand unable to qualify under the existing regulations. 

Mr. Muurer. And it is also your opinion that this small-business 
investment bank or corporation that. is proposed by many bills now 
before us will add supplementary, or give supplementary assistance 
to small business in your oe 

Mr. Corrrn. I think so. The only point I would make is to re- 
quire $250,000 is probab ly high for our State, but I understand there 
are proposals for lessening that amount and in that event I think it 
would be a useful additional weapon. 

Mr. Mutrer. Thank you very much, Mr. Coffin. 
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Mr. Parman. I want to compliment you on your statement. It isa 
very fine statement and I shall read it again. 

Mr. Corrin. Thank you, Mr. Patman. 

The Cuarrman. Thank you very much, Mr. Coffin. We are glad 
to have your views. 

The committee will stand ajourned to reconvene tomorrow morning 
at 10 o’clock. 

(Whereupon, at 11:55 a. m., the committee adjourned to reconvene 
at 10:00 a.m., Wednesday, May 14, 1958.) 
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WEDNESDAY, MAY 14, 1958 


Houser or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10:10 a. m., the 
Hon. Brent Spence (chairman) presiding. 

Present : Representatives Spence (presiding), Brown, Patman, Mul- 
ter, Barrett, Sullivan, Griffiths, Coad, Breeding, Kilburn, Widnall, 
Betts, Mumma, McVey, Hiestand, Bass, Seely-Brown, Henderson, 
and Chamberlain. 

The Cuairman. The committee will be in order. 

Our witness today is our friend and former colleague, Mr. Cole, of 
the Housing and Home Finance Agency. 

We are very glad to have you come before the committee to give 
us your views. 

We also have Mr. Hazeltine and Mr. Steiner here who will testify. 

Mr. Cole, you may proceed as you desire. You may read your 
statement and subject yourself to questioning. 


STATEMENT OF HON. ALBERT M. COLE, ADMINISTRATOR, ACCOM- 
PANIED BY RICHARD L. STEINER, URBAN RENEWAL COMMIS- 
SIONER; AND JOHN C. HAZELTINE, COMMUNITY FACILITIES 
COMMISSIONER, HOUSING AND HOME FINANCE AGENCY 


Mr. Cotz. Thank you very much, Mr. Chairman. I very much ap- 
preciate your friendly statement and as always, I enjoy coming be- 
fore the House Banking and Currency Committee. It is like coming 
back home. 

I will, if the chairman pleases, read this statement which I have. 

Mr. Chairman and members of the committee: I am glad to have 
this opportunity to appear before the committee in connection with 
your consideration of problems of unemployment. Because you have 
already heard other witnesses discuss the unemployment situation, I 
shall confine my remarks primarily to the provisions of these bills 
before the committee which directly concern the operations of the 
Housing and Home Finance Agency. 

First, let me discuss H. R. 11474, introduced by the chairman, 
which would substantially expand and modify the public facility 
loan program of the Community Facilities Administration. The 
Housing Administrator’s authority to obtain funds for the program 
by borrowing from the Treasury would be increased from $100 mil- 
lion to $2 billion. Applicants for loans would be eligible if private 
loan funds are not available to them on equally favorable terms. This 
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is a change from the present law which limits Federal assistance to 
applicants who are unable to obtain private funds on reasonable 
terms. 

The interest rate established by the bill would be determined by 
the Administrator at a rate which may not exceed one-quarter of 1 
percent above that paid by the Administrator to the Secretary of the 
Treasury. This rate in turn would be based on the average annual 
interest rate on all interest-bearing obligations of the United States. 

Under present circumstances, the rate charged to communities 
would be 27% percent. Under the present law, the interest rate paid 
by the Administrator to the Treasury is geared to obligations of 
the United States having maturities which are comparable to the 
maturities of the public facility loans. The present law contains 
no limitation on the interest rate which may be charged to com- 
munities for public facility loans. The rates concurre ntly charged 
are 41% percent in the case of general obligation bonds and 45% per- 
cent in the case of revenue bonds. 

The bill would also increase the maximum loan maturities from 
40 to 50 years. In addition, it would delete present provisions for 
priorities for small communities for essential public works and add 
a broad definition of public works and public facilities. 

We think this legislation is undesirable because it would largely 
substitute Federal funds for available private funds and the effects 
would be too delayed to acc omplish its antirecession purposes. 

Acceleration of federally aided construction can have an immediate 
effect on the economy and we have taken steps to provide this 
acceleration. 

In his letter of March 8, 1958, to Senator Knowland and Repre- 
sentative Martin, the President made it clear that in the current 
economic situation he favors a variety of Government actions, in- 
cluding the acceleration of planned and needed public improve- 
ments. Indeed, in these letters, the President outlined a number of 
actions already taken to stimulate recovery. 

Consistent with this approach, the President on March 19 sent me 
a letter directing that federally aided construction be accelerated. 
The letter reads in part: 

You are instructed to take all feasible administrative steps to secure the 
commencement of construction of projects supported under the public facility 
loan program including the use of Federal financing during construction where 
such financing will avoid a delay in initiating the project. Preference should 
be given to loans for projects ready for immediate construction. In addition, 
you should liberalize the program by extending eligibility for loans to commun- 
ities of larger population and by broadening the categories of public works 
eligible for loans. To assure adequate funds to finance this accelerated pro- 
gram, I am directing the Director of the Bureau of the Budget to release 
present reserved balances of the $100 million authorization for this program for 
use as needed for the processing of applications. 

In connection with these and other actions taken by the adminis- 
tration to stimulate the economy, the President emphasized two fun- 
damental principles which I should like to call to the attention of 
the committee: 

First, action to stimulate or accelerate federally aided oe works 
construction should be sora Sn at activities or projects 
which can move ahead at once, and therefore can have an alana ate 
helpful effect on the economy. Necessarily this means that primary 
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attention must be given to projects that start quickly and provide 
employ ment quickly. 

Second, the activities of Government in this area must be carefully 
directed toward stimulating and supplementing—and not toward 
displacing—the activity which is going on or otherwise would go 
on in the general economy with pr ivate finance ing. 

It appears to us that H. R. 11474 conflicts with both these principles. 
With regard to the first, it is quite apparent that the overwhelming 
bulk of ‘the construction which would be financed with the funds 
proposed in this bill would not occur in even the relatively near future. 
No doubt some few projects—most of which would proceed even 
without the enactment of the bill, including a number planned under 
our public works planning program—would be undertaken more or 
less immediately. However, it seems evident that the majority would 
not actually go through selection, planning, financing and enter into 
actual construction for a year and a half to 2 years, and in many 
cases even longer. 

Acceleration of spending on existing programs, of the type the 
President has already put into motion, can have the quick effect the 
economy needs at this time. On the other hand, actual new construc- 
tion under the massive new program proposed in the bill would be too 
late to help in the present recession and could contribute to a future 
inflation. 

With respect to the second principle—that Government activity 
should supplement and not displace private activity—the bill appears 
to be even more objectionable. 

The interest rate specified in the proposed legislation for Govern- 
ment loans for local public works is subst antially below that now pre- 

vailing or likely to prevail in the private municipal bond market 
for a sizable portion of municipal bonds. It seems clear to me that 
the inevitable consequence would be to substitute direct Government 
financing for a large volume of construction which would otherwise 
have been financed privately. 

It is the administration’s position that Government loans should 
be available only if private financing cannot be obtained on reasonable 
terms. This principle was clearly stated in the President’s letter of 
March 8, It was also stated in the President’s budget message. 

The prese nt public facility loan program is now being administered 
by this agency in accord with this principle. The interest rate is set 
to relate to prevailing long-term bond market rates. Thus, the pro- 
gram works to supplement and support the flow of private funds 
rather than to supplant them. 

In the light of this, I do not think the proposed legislation would, 
in fact, stimulate the added volume of local public works contemplated. 
It seems quite probable to me that private financing will be driven 
out of the municipal bond market to the extent that Government 
funds are available at highly preferential rates. To the extent that 
public funds are substituted for private funds we will not see a net 
addition to the volume of local public works but simply a transfer 
to public financing of many projects which would otherwise have gone 
ahead with private financing. 

Finally, I should like to call to your attention that, at the present 
time, State and local public works are one of the very strong sectors 
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of the economy. During the past year the volume of State and 
local borrowing, largely for public works, amounted to about $7 
billion. Present trends indicate that the volume for the current year 
will be even higher. Aside from the supplementation which can and 
should be provided by the public facility loan program, there is no 
evidence of a shortage of private funds to finance these activities. 
Indeed, the decline of activity in other sectors of the economy has 
increased the availability of private funds for this significant and 
growing segment of our economy. 

In addition to these general objections to H. R. 11474, there is a 
basic weakness in the failure to provide for an interest rate dif- 
ferential between general obligation bonds and revenue bonds. This 
omission would not only lead to excessive Government expenditures, 
but would also make it difficult for the Government to sell the bonds 
at a later date because investors insist upon a higher interest rate for 
revenue bonds. 

Furthermore, two very objectionable provisions would be intro- 
duced into the public facility loan program by H. R. 11474. Under 
one provision, the administrator, at the request of a borrower, would 
be required to postpone payment of principal and interest, for the 
first 5 years. Such a provision is objectionable because postpone- 
ment of interest and principal payments would be at the option of the 
borrower. Such postponement should be at the option of the lender, 
not of the borrower, if the postponement of payments is not to become 
a routine matter. This principle is recognized by section 204 of the 
existing statute governing the public facility loan program which 
authorizes the administrator to postpone principal and interest pay- 
ments. 

Under another provision of the bill, the administrator would be 
specifically authorized to consent to the postponement of annual pay- 
ments of interest and principal in order to avoid threatened default. 
Without this provision, the administrator would still have authority 
under section 204 to consent to such postponement in a case where he 
determined the facts to warrant such action. However, the express 
provision in the statute would be incongruous because it would give 
notice at the outset of a loan that if a default threatens the lender is 
prepared to consent to postponement of annual payments. Such an 
announcement would be an invitation to laxity on the part of the 
borrower. 

I will not comment at length on the related bill, S. 3497, which re- 
cently passed the Senate and i is also pending in your committee. A|- 
though that bill differs in some respects from H. R. 11474, we are 
strongly opposed to its enactment for essentially the same reasons I 
have discussed. The total loan amount to be authorized was reduced 
to $1 billion. However, we still consider this amount to be entirely 
disproportionate to the need. While the interest rate formula is modi- 
fied, it is still so low that it would result in the substitution of Govern- 
ment money for private investment which would otherwise be forth 
coming. 

I should like now to turn to a consideration of the area assistance 
bills which are now pending before your committee. Although many 
bills have been introduced on this subject, I shall restrict my con- 
sideration to H. R. 6215, the bill introduced by the chairman of your 
committee: H. R. 12121, introduced by Mr. Gray, and which is similar 
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to the bill reported by the Senate Banking and Currency Committee, 
and which was debated in the Senate yesterday; and H. R. 5459, 
the so-called administration bill. 

The chairman’s bill would create a new independent agency with pri- 
mary responsibility for spec ial assistance in both urban and rural areas 
meeting specified criteria of unemployment and underemployment. 
It could make very liberal loans for business facilities and equipment, 
and both loans and grants for public facilities in such aseas. A $100 
million revolving fund would be provided for loans for business facili- 
ties in industrial redevelopment areas, and a $50 million fund for 
similar loans in rural redevelopment areas. A revolving fund of 
$100 million would also be provided for public facility loans, and 
appropriations of $50 million annually would be author ized for public 
facility grants. These loans and grants for public facilities could be 
made to States, political subdivisions or public organizations. 

Designated areas could also receive technical assistance, vocational 
training, and retraining subsistence payments. Urban renewal as- 
sistance administered by the Housing Agency would be available with- 
out any requirement that the projects must be predominantly resi- 
dential, either before or after redevelopment. Matching grants for 
urban renewal planning would also be authorized for such areas re- 
gardless of size. : 

H. R. 12121, which was introduced by Mr. Gray, would establish a 
new constituent agency in the Housing Agency, which would be given 
basic responsibility for the program. 

Under this bill revolving funds would be established for industrial 
loans in industrial redevelopment areas and in rural redevelopment 
areas. In addition, a $100 million revolving fund would be estab- 
lished for public facility loans in such areas. The bill would au- 
thorize Feder al appropriations of $75 million annually for grants 
for public facilities. Maximum maturity for such loans would be 40 
years, which could be extended an additional 10 years, if necessary, 
for the orderly liquidation of the loan. The interest rate on such 
loans would be one-fourth of 1 percent above the rate paid by the 
Agency on its Treasury borrowings. The Federal loans would be 
subordinated to other loans made with reference to the project. 
Under the bill, grants for public facilities could be made to both pri- 

vate and public. organizations. The bill specifies no fixed limit as 
to the percentage of the cost of a facility which can be covered by a 
grant. The bill also provides for urban renewal financial assistance 
and urban planning grants in such areas, as well as technical assist- 
ance, vocational training, and retraining subsistence payments. 

H. R. 5459 , the administration bill, would place primary responsi- 
bility for area assistance in the Department of Commerce. Loans up 
to a total of $50 million could be made to businesses in designated 
industrial areas covering up to 35 percent of the cost of business fa- 
cilities. No new authority would be given for public facility loans, 
but a first priority for such loans would be provided in the existing 
public facility loan program of the Housing Agenc *y. Urban renew: al 
assistance would be available without the ‘predominantly residential 
requirement and urban planning grants could be made to any desig- 
nated area. 

As we have informed your committee in the past, we favor the en- 
actment of legislation to provide assistance to areas with substantial 
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and persistent unemployment, and for this purpose we recommend 
the enactment of H. R. 5459. I should like to comment, however, on 
certain provisions of the chairman’s bill and Mr. Gray’s bill which 
directly affect the operations of the Housing and Home Finance 
Agency. 

The first question I would like to discuss concerns the placement 
of the major responsibility for administering the area assistance 
legislation. The chairman’s bill would create an independent area 
redevelopment administration. The administration bill would place 
the responsibility in the Department of Commerce and Mr. Gray’s 
bill would create a new constituent agency within the Housing and 
Home Finance Agency to administer the area assistance legislation. 
I believe the creation of a new agency of Government for the ad- 
ministration of this legislation is unwise and unnecessary. Further, 
I believe that the Housing and Home Finance Agency should not be 
given major responsibility for a program which is essentially aimed at 
the commercial and industrial rehabilitation of areas of chronic and 
persistent unemployment, as distinguished from functions which are 
a continuing responsibility of the Housing Agency programs. As 
the administration bill provides, I believe the major responsibility 
for carrying out this proposed legislation for commercial and indus- 
trial rehabilitation would be more appropriately placed in the De- 
partment of Commerce. 

Next, let me turn to the provisions of the area assistance bills re- 
lating to loans for public facilities. Both the chairman’s bill and the 
Gray bill would create a new program of loans and grants for public 
facilities to assist in carrying out the industrial redevelopment plans 
contemplated by the bills. 

The administration bill, on the other hand, would make use of the 
existing public facility loan program administered by the Housing 
Agency, through the Community Facilities Administration, by pro- 
viding a priority in that program for loans for all types of public 
facilities connected with industrial redevelopment plans. 

I see nothing to be gained and much to be lost by creating a new 
and separately “administered program which would largely duplicate 
the authorities and operations of a program already in existence. 
It seems to me that a new public facility loan program would dupli- 
cate and unnecessarily compete with the existing public facility loan 
program. The Community Facilities Administration has hs id long 
experience with various kinds of Federal assistance for community 
facilities and, therefore, is equipped to administer efficiently such 
program as the Congress may determine should be made available 
for public facilities. It is my considered opinion that the use of 
another agency or department for this purpose would be uneconomical 
and undesirable. 

Moreover, confusion would be created by the fact that the proposed 
program and the existing program operate on different principles. 
Mr. Gray’s bill would provide public facility loans at a lower interest 

rate than that applicable to loans under the ee public facility 
loan program, and both the chairman’s bill and Mr. Gray’s bill also 
provide grants which are not available under the existing program. 

Further, I do not believe that grant assistance for public facilities 
is necessary. We recognize that some areas which have suffered 
from extended depressions of economic activity have difficulty in 
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financing needed public works. The administration bill makes pro- 
vision that priority shall be given to applications for public facility 
loans from such areas. To the extent that the economic rehabilitation 
of areas is possible, repayment of public fac rr loans would also be 
possible. In addition, the provision in Mr. Gray’s bill which would 
authorize the Federal Government to make public facility loans and 
grants to private organizations seems unwise. 

I would like now to discuss the urban renewal and urban planning 
assistance provisions which are contained in the bills relating to area 
assistance which I have been discussing. A1l three bills contain basic- 
ally similar provisions to make urban renewal assistance available 
to areas of substantial and persistent unemployment, without the usual 
direct relation to housing objectives. ‘The administration favors 
this approach, to enable such communities to redevelop or rehabilitate 
their blighted industrial and commercial areas, This should help 
to attract new industries and other ventures of private capital to 
economically depressed loc alities. 

In addition, a community could apply the cost of site improve- 
ments and supporting facilities against the local share of renewal 
costs, and the general provisions of title I would focus local atten- 
tion on the need for a workable program to combat further blight 
and deterioration. 

The three bills I have mentioned all provide that urban renewal 
assistance of this type be made available without regard to the re- 
quirement in title I that a project area be used for housing either 
before or after renewal. However, we believe the chairman’s bill 
and Mr. Gray’s bill contain certain defects, and we prefer the pro- 
visions of the administration bill. 

In the first place, the chairman’s bill would permit 10 percent of the 
urban renewal capital grant authority to be used for this purpose. 
This appears to be similar to the provision in section 110 (c) of the 
existing statute, which permits 10 percent of the grant authority to 
be used for projects that have a “substantial,” but not a “predomi- 
nant,” relation to housing. 

In reality, however, there is a large difference. The existing pro- 
vision has been in the law since 1954, and the funds for this type of 
project have been utilized along with the grant authority for hous- 
ing-oriented projects. These funds are now substantially committed. 
The chairman’s bill would add a new 10 percent sategory at this time, 
but the new 10 percent limit would apply against all the funds that 
have been authorized since the Housing Act of 1949. This would 
mean that the limit on capital grants for projects in depressed areas 
would be $125 million, which is half the amount of urban renewal 
capital grant authority that would be available under the administra- 
tion proposal for the coming year. 

Mr. Gray’s bill, on the other hi and, would require that projects for 
depressed areas be financed within the 10 percent limitation in the 
existing law. These funds have already been reserved by localities 
almost as fast as authorizations have become available, and it is ques- 
tionable whether many projects in distressed areas could also be fi- 
nanced within the same limitation. We suggest that a more reason- 
able limit on the funds that could be used for projects in distressed 
areas would be 10 percent of any new capital grant authority pro- 


25491—-58 61 








948 LEGISLATION TO RELIEVE UNEMPLOYMENT 


vided by the Congress. This would be separate and distinct from 
the 10 percent limitation established in the present law. 

There is another provision in the chairman’s bill and Mr. Gray’s 
bill, which in my judgment is objectionable. Both require the Ad- 
ministrator to make a determination that urban renewal assistance 
will not result in merely transferring industry and commerce from 
one location to another—assisting an area of unemployment at the 
expense of another locality. While this is a commendable objective, 
the Administrator would have no basis to make such a determination 
in connection with carrying out urban renewal operations. Urban 
renewal assistance is provided for the acquisition of land and its 
preparation for reuse. No aid is provided under title I for the im- 
provements that are later constructed on the land, and this agency 
has no way of determining what business or commercial enterprise 
will eventually occupy those structures. 

Third, I would like to point out that section 5 (e) of Mr. Gray’s 
bill contains an undesirable provision to the effect that a “redevelop- 
ment area,” which would be eligible for liberalized urban renewal as- 
sistance, could consist of “part of a county or municipality.” It 
would seem illogical to provide this specially liberalized urban re- 
newal assistance to one part of a city, and not to another part, when 
both would normally lie within the same labor market area. Such 
a provision might generate pressure to declare any or all blighted 
industrial areas as depressed areas, in order to obtain Federal assist- 
ance in the form of capital grants for their renewal. We believe this 
would contradict the intent of all three proposed area assistance bills, 
and that the determination of substantial and persistent unemploy- 
ment should be directed at entire communities, representing whole 
labor markets. 

In addition to the provisions affecting the title I program of the 
Urban Renewal Administration, the three bills would also broaden 
the coverage of section 701 of the Housing Act of 1954, which pro- 
vides matching grants for urban planning in small cities and metro- 
politan or regional areas. The bills would make cities eligible for 
urban planning assistance, regardless of city size, if they are within 
areas of substantial and persistent unemployment. We favor the en- 
actment of this provision. 

There are a few provisions of a more technical nature in H. R. 
6215 and H. R. 12121 which I believe are undesirable. These are 
described in a statement I will submit for the record, if agreeable 
to you, Mr. Chairman. 

This concludes my prepared statement. I have with me Mr. 
Steiner, the Urban Renewal Commissioner, and Mr. Hazeltine, the 
Community Facilities Commissioner. Together we will attempt to 
answer questions concerning our operations. 


SUPPLEMENTARY STATEMENT 


(Technical corrections in H. R. 6215 and H. R. 12121 relating to 
urban renewal) 


We feel that the use of the words “area redevelopment” in H. R. 
6215 and H. R. 12121 may introduce conflict and confusion between 
the proposed program of area assistance and the existing program of 
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slum clearance and redevelopment that is operated by the Urban Re- 
newal Administration—a constituent of the Housing and Home 
Finance Agency. We feel that the phrase “area assistance” instead 
of “area redevelopment” would avoid this confusion, and also be a 
more accurate description of the group of activities that would be 
carried out under the proposed program. 

Also, H. R. 6215 and H. R. 12121 omit an important phrase in the 
provision for the sale of project land to a public agency or nonprofit 
corporation, for resale and redevelopment at a later date. I would 
like to call your attention to the words, “to such public agency or cor- 
poration” in line 20 on page 6 of H. R. 5459. The inclusion of these 
words, which have been omitted in the other two bills, would make 
it clear that a fair reuse price need be paid only in the first sale of 
the project land. This would clearly permit the public agency or 
nonprofit corporation to resell the land at a lower price, if that would 
best serve the needs of the community. In either case, the require- 
ments of the urban renewal plan would have to be observed. 

The Cuatrman. What is the number of public facilities loan appli- 
cations received and the number of loans made ? 

Mr. Hazevtrne. I do not have, Mr. Chairman, the exact number 
that have been received. I have a listing of them that could be sup- 
plied for the record. I also have a listing of all of the amounts which 
are now pending under this public facilities law. 

(The data requested above is as follows :) 

Through the end of April 1958, a total of 306 applications, for $107,138,585, 
were received under the public facility loans program of which 127, for $28,357,- 
900, were approved. At April 30, 1950, there were 105 applications for $40,495,- 
000 under review by the Agency. 

The Cuarrman. How many surveys have been made? Do you 
have the count on that ? 

Mr. Hazreitine. We make no surveys. We make complete and 
very careful analysis of each application after it is received. I would 
say at the present time we have made a very considerable number, 
but that we have not completed many which were originally applied 
for. 

The loans approved through February 1958, were 113, for an 
amount of $24,917,000. Withdrawn after approval, by the applicant, 
were 7 of those, leaving a net of 106 as of the first of March. 

The Cuatrrman. How many are now pending ? 

Mr. Hazertine. Under review on February 28 we had 118. 

The CuarrMan. In what amount? 

Mr. Hazevtine. For a total of $35 million. 

The Cuatrman. Up to March, that included only towns of 10,000? 

Mr. Hazerrine. That is correct. We had operated under the 
priority 

The Cratrman. Since then it has been raised to 50,000 population. 

Mr. Hazentinr. We have raised it to 50,000 population and we 
have increased the type of eligibility to include a great deal more 
than we originally included and was specified in the act. 

The Cuarrman. Isn’t it a fact that these towns that have applied 
for loans are all ready to go? Have not plans already been made 
and submitted to you? 

Mr. Hazerttne. In most cases, plans were not in a very workable 
shape when the application was submitted to us, and they had to be 
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worked up later by us, and by them, in accordance with our require- 
ments. 

The Cuatrman. My information is that there are many, many 
cities and subdivisions of the States that are very anxious to get 
money to proceed with the plans that have been made for improve- 
ments, and they are unable to get them. Is that not a fact! 

Mr. Hazetine. With the exc eption of the very small communities 
that have no credit standing at this time with the investment houses, 
and have never made any “borrowings before, there has been very 
little, if any, lack of money in the last 6 mere for the purpose of 
going ahead with needed construction work of a munic ipal nature, 
or a county nature. Money has been av: iilohle. in the investment 
markets at a reasonable rate. 

The Cuatrman. Is it not a fact that the reason you haven’t re- 
ceived more applications is that they felt it was futile? That if they 
had funds, equipped to go, that you would get a great volume of 
applications for facilities th: it are needed # 

Mr. Hazevttne. I missed one of the words when you started your 
question. 

Mr. Core. Mr. Chairman, Mr. Hazeltine did not understand the 
question. As I understand the question, it is this: Is it not a fact 
that many cities would apply, except that they believe it is a futility 
to apply ! 

The Cuamman. Yes. 

Mr. Cote. We don’t think so. We think that there have been ample 
funds available to all the communities in the country for the pro 
vision of community facilities, except those very small communities 
which Mr. Hazeltine mentioned a while ago. 

Now, to make the issue very clear, if I can, it is quite true that if 
the Government provides funds at a cost less than the market, natu- 
rally the communities will come to the Federal Government instead 
of going to the market. I mean, there is no question about that 
issue. In other words, if the Government provides funds at less than 
the amount that the communities could borrow on the private market, 
of course the communities will come to the Government. But on the 
issue of whether or not there are funds available, it is our position 
and our evidence that the funds are available. 

The CHarrman. But your interest rates now are much greater than 
the cost to the Government. Suppose the interest rate was the cost 
of the money to the Government; don’t you believe they would come 
to the Administration to get help ¢ 

Mr. Hazevtine. If the interest rate were placed at the cost of the 
money to the Government, it would supplant to a large extent the 
borrowing from private investment houses for that purpose, and the 
Government would then be merely taking what otherwise would have 
gone through the natural process of the free and independent method 
of financing. 

The Cuatrman. How could you better take up the slack in employ- 
ment by making loans for necessary improvements for munic ipalities 
and rural areas? For instance, many towns do not have waterworks 
systems, and they can’t get them under present conditions. Don’t you 
think the Government— 

Mr. Corr. Mr. Chairman, the point we make in our statement is 
that we don’t take up that slack by providing this lower cost money, 
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by making the substitution. We make the point in our statement, 
which we think is backed up by evidence of the situation, we make 
the point that this bill would only substitute Government money for 
private money ; that it would not ‘add to the amount of facilities built 
in the country. This is our point, and this is our position, and we 
think it is a sound one. 

The Cuarrman. Then your assumption is that this act would not 
increase employment with the construction of these facilities that 
otherwise have not been constructed ? 

Mr. Corr. Our position is that would only substitute the use of 
money. Under the present market situatiton, our position again is, 
Mr. Chairman, that the money is available in the oe market; 
that it is not holding up the construction of any public facility; that 
this bill would merely substitute public lending for private lending. 

The Cuamman. That is saying it wouldn’t stimulate construction. 
That is the position you take? 

Mr. Corr. Yes. 

The Cuatrman. If they could get the money at a lower rate of in- 
terest over a long term for these improvements, it wouldn’t stimulate 
construction ¢ 

Mr. Corr. That is our position. 

The CuarrMan. That 1s your position ? 

Mr. Corr. Yes, sir. We think the same amount of money can be 
obtained. There is no failure to obtain it, and no difficulty in obtain- 
ing the money in the market. 

The Cuatrman. In my State there are many communities deeply 
interested in this, because they believe they will be enabled to con- 
struct the facilities that are absolutely necessary, that they have 
needed for so long, and they feel if they could get a loan at a reason- 
able rate of interest they could proceed to completion of these projects. 
Don’t you think the rate of interest has any effect on it? 

Mr. Corr. We do differentiate between very small communities. 
We do believe a number of the very small communities find it difficult 
to obtain funds. 

They don’t have the facilities to process the loan applications, and 
so on, and so the program which we now have in the Community Fa- 
cilities Administration helps the small communities. We think this 
is good. We think it is doing a good job. I am directing my atten- 
tion only to the larger communities. 

The Cuatrman. You think this would help all those towns that 
now so greatly need improvements, the small towns where perhaps 
some of them are absolutely necessary for public health and sanitary 
conditions of the city ; that is your position, is it 2 

Mr. Core. Well, Mr. Chairman, our position is, that if the towns 
want the money they can get it. There is no question about that now, 
in my judgment. We are not speaking now of the smaller towns. 

The Carman. What do you call the smaller towns? 

Mr. Core. We have limited it to 10,000 and under, prior to this 
recent situation, and now it is 50,000. That is an effort to determine, 
to test, to help. My judgment is that there are many towns of 50,000 
that can find—— 

The Cuatrman. It will help? 
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Mr. Cote. Yes; it will help, it will help, but many towns of 50,000, 
in my judgment, can find money at a reasonable interest rate, today. 
Most of them, scakdliae. 

The Cuarrman. The great majority of towns in the United States 
are under 50,000. I haven’t but 1 town in my district that is over 
50,000, and it isnot much over 50,000. 

You do concede it would help all of those towns? 

Mr. Cote. No. My position is that a majority of them would not 
need the help. Perhaps a few of them might. 

The Cuatmrman. Now about the revenue bonds; would it be a safe 
investment to let the water systems, and so forth, issue revenue bonds 
against the revenue and income on the project? What has been your 
experience with those bonds? 

Mr. Coxe. I will let Mr. Hazeltine answer as to the experience, 
but I believe most of these we are speaking of are revenue bonds. 

Mr. Hazevttne. Practically all our loans at this time are on reve- 
nue. Many of our loans contain both revenue and general obligation 
bonds. It has been usual for the applicant to sell the general obliga- 
tion bonds elsewhere and only offer us the revenue bonds. The pro- 
vision of Public Law 345 is that the loan shall be reasonably assured 
of repayment, which means if the town does not have the funda- 
mental basic ability to repay a loan, then, of course, it is not eligible 
for the loan. But where it has a good proposition, we are ready and 
willing to make a loan to them at any time on a revenue basis. About 
75 percent of all of our loans have been revenue bonds at this time. 

The CHamman. What has been your experience with the revenue 
bonds? 

Mr. Hazettine. At the present time we have had no defaults what- 
ever for the reason that the program is relatively young, and most 
of them are just getting into operation. 

The Cuatrman. Is the city at a great disadvantage when it comes 
to floating these revenue bonds in the market ? 

Mr. Hazextrne. No; that is a standard practice throughout the 
United States. 

The CHarman. I mean the smaller cities. 

Mr. Hazevtine. Only the very smallest towns. 

The Cuamman. What are the smallest cities, under 50,000? 

Mr. Hazertine. I am talking about 1,500. That is where we have 
made most of our loans. We have had but one loan above 5,000 up 
until the time we expanded it to the 50,000, because they have had 
perfect ability in the general market to obtain money necessary for 
improvements on a revenue basis. There has been no shortage. 

The Cuartrman. If this bill will stimulate construction, you can 
see it would take up a good deal of the slack in unemploy me nt ? 

Mr. Cote. Mr. Chairman, that is an assumption on which we dis- 
agree with the chairman. 

“The Cuarrman. Iknow. That is my assumption, and your assump- 
tion is the other way ? 

Mr. Core. Yes. 

The Cuarrman. Dr. Talle. 

Mr. Tatxie. Thank you, Mr. Chairman. 

Thank you, Mr. Cole, for your statement, with which I find myself 
In agreement. 
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You state there is no advantage in substituting Federal money for 
local money that is being provided and that can be had ? 

Mr. Coz. That is correct. 

Mr. Taiz. Secondly, there would be no new jobs. It is a matter 
of source of funds? 

Mr. Cot. That is also our opinion. 

Mr. Tate. I agree with that. Now, third, it is difficult to say how 
much money would be necessary for the Federal Government to 
raise—the Federal Government would have to go out and borrow it, 
of course. Could anyone guess at how many billions of dollars would 
be needed if we made this wide open ? 

Mr. Cotg. I think that the Community Facilities Commissioner has 
been giving this some thought. Do you have any comment on that? 

Mr. Hazeurtye. On the basis of the past year’s public facilities con- 
struction in the United States, and related then to the type of bond 
which was sold in the private market, if the present bill that 1s now 
under discussion were passed, it would probably require about $3.3 
billion to cover the amount necessary which otherwise would have 
come from private investment sources. 

Mr. Tatie. And that would be a mere substitution of funds and, of 
course, the Federal Government would then go out and borrow that 
money ¢ 

Mr. Haze.tine. That is correct. 

Mr. Core. And may I add—lI think I have made the point that 
at 2 percent it might run as high as $7 billion. 

Mr. Hazevtine. At 2 percent it would take practically the entire 
private market. 

Mr. Corr. It would take practically the entire private market if 
we lowered it to two. 

Mr. Tatie. Another point raised in my mind is this matter of guess- 
ing as to the future of a populated place. If the revenue bonds run 
40 or 50 years, we would be guessing now, wouldn’t we, that these 
populated places would survive for 50 years, and should they not, there 
would be no increase in ability to pay the bonds; would there? 

Mr. Hazevrinr. That is always taken into consideration when a 
loan is made. We certainly would not feel that a loan should be 
made to some dying community, but in most cases there is expansion 
anticipated, and that is taken into consideration in figuring the 
revenues, 

Mr. Tatie. Well, what we want more than anything else right now 
is an increase in employment. Some of these bills would not accom- 
plish that. They would merely shift borrowing from one source 
of funds to another, and that other would be the Federal Government. 
We certainly would need another increase in the Federal debt limit, 
as I see it if such action were taken. 

Mr. Hazevtrne. Under our present public facilities loans program 
we have given preference in consideration of applications—to those 
applic ants who are patently ready to go to work immediately. In 
that way we can stimulate to some extent their getting into their 
actual operations before we have actually committed more—actually 
bought their bonds. We hope in many cases advances which we will 
make to them for the purpose of starting rapidly under a commit- 
ment from us will be repaid to us by sale of their total bond issue 
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to private investors. In that way we are stimulating at the present 
time some additional employment. 

Mr. Tate. Thank you very much for your statement, gentlemen. 

Thank you, Mr. Chairman. 

The CuHarrman. Mr. Patman. 

Mr. Patman. Mr. Cole, you mentioned on page 16 of your state- 
ment that you have a statement describing certain information; that 
is, the technical information about H. R. 6215 and H. R. 12121. 

I suggest, Mr. Chairman, that be allowed to be put in the record. 

The CHarrman. Without objection, it will be included. 

(See supplementary statement, p. 948.) 

Mr. Parman. There is a program for advances of public works 
planning. Would you mind bringing that up to date, Mr. Cole, as 
near up to date as possible? 

Mr. Cots. Yes. 

Mr. Parman. I ask consent, Mr. Chairman, to put it in the record. 

The Cuarrman. Without objection, it will be done. 

(The data requested above is as follows :) 


Program of advances for public works planning status as of Apr. 80, 1958 


Number Planning Estimated 

fun ject co 
Applications approved (net) -- 582 $13, 929, 652 $813, 530, 656 
Applications under review 162 6, 892, 941 517, 570, 262 
ow a] 20, 822, 593 1, 331, 100, 918 
Plans completed 305 5, 014, 15 348, 597, 810 
Advances repaid ; 47 1, 008, S44 52, 300, 866 


Mr. Parman. What was the interest in the so-called Gray bill that 
passed the Senate, Mr. Cole? 

Mr. Core. Three plus a quarter percent. The interest rate would 
be about 3% percent including a quarter percent differential for ad- 
ministration. 

Mr. Parman. What do you advocate on interest rates; that they be 
allowed to be flexible ? 

Mr. Cotz. They should be flexible. If the interest rates were to 
be fixed on a formula which would relate to the cost to the Federal 
Government of long-term comparable securities, marketable securi- 
ties, plus an amount for administrative expenses—— 

Mr. Patrman. What do you consider a reasonable rate for tax- 
exempt bonds, Mr. Cole? 

Mr. Core. A reasonable rate would be what the local governments 
could normally borrow money for. 

Mr. Parman. What the government could borrow ? 

Mr. Corr. Yes. 

Mr. Parman. I would agree with you if I thought 

Mr. Core. If I understood your question, you asked what, gen- 
erally, is a reasonable rate for tax-exempt bonds? 

Mr. Parman. Yes. 

Mr. Cotz. Not having anything to do with today. You are asking 
about the philosophy of the policy ? 

Mr. Parman. I am asking about today. 
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Mr. Coz. I misunderstood your question. 

Mr. Parman. I didn’t say that, but that is what I meant. 

Mr. Cote. Mr. Hazeltine, would you answer that ? 

Mr. Parman. That is a question about which people honestly differ. 

Mr. Coz. Oh, yes. 

Mr. Parman. If I agreed with you there was a free money market, 
I would agree with you 100 percent, but I don’t agree on the free 
market for money. I think the market is fixed by the Federal 
Reserve. 

Like Mr. Eccles testified before this committee one time, that the 
Open Market Committee could fix a rate, any rate the Open Market 
Committee desired—if they wanted a 2 percent rate for governments, 
they could keep it there. If they wanted a 214 percent rate, they 
could keep it there. 

I think the Federal Reserve fixes the rate, and I don’t believe there 
is a free market. Therefore, I can’t agree with you about the rate 
that is having to be paid. 

The Bond Buyer for May 10, 1958, has this editorial—the first 
paragraph of an editorial—which I will read, which I don’t think 
agrees with what you said a while ago. I just wondered if you would 
like tocomment on this. It says: 

Heavy Going: Fresh financing by State and local governments on a large 
schedule of future offerings again prove the immediate dominating factors in 
tax-exempts during the past week. The going is heavy, and there is some in- 
digestion. No real pessimism exists for the longer outlook, however, as easy 
money has not yet worked its normal influence toward higher prices and lower 
yields. 

You don’t agree with that, do you, Mr. Cole? 

Mr. Coir. We are not too much in disagreement with that, Mr. 
Patman. We recognize there is a lag, but this lag is rapidly making 
effective funds th: . are available. 

Mr. Parman. I understood you to say there is plenty of private 
money to take up the bonds. Of course, this says there is some in- 
digestion in it. 

Mr. Corr. I am not sure what that word means. Of course, it has 
to do with recent offerings. I am not sure that is a great deal differ- 
ent from what I commented upon. 

Mr. Patman. You stated it correctly that, of course, where they 
can get the money cheaper from the Gov ernment, they would get it 
from the Government, but cities and States like New York and Chi- 
cago, and a lot of the larger places, they can get money much cheaper 
in the so-called free market, where the tax-exe mpt bonds sell so much 
lower, and therefore they would not take advantage of this at all. 

Would one town offset the others, Mr. Cole ? 

Mr. Corz. Iam sorry; your last question ? 

Mr. Parman. Would ‘one offset the other? While some would 
come to the Government, others would not come to the Government, 
so the result would be the Government would be helping those the 
greatest in need, then, and is that not in the interests of the general 
welfare of all the people ? 

Mr. Corr. Well, Mr. Patman, you are assuming that the bond mar- 
ket should be at a level rate. I don’t m: he that assumption. Perhaps 
in some kind of economy that could be true, but your questioning 
Federal Reserve a moment ago about the managing of the market— 
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certainly if the Government provided a level rate throughout the 
country for all municipalities, we would really have a managed 
economy. 

Mr. Patrman. It would be managmg in the people’s interests when 
a bond would be maintained at par? 

Mr. Cotz. No. 

Mr. Parman. And there would be a reasonable rate of —— 

Mr. Coz. No. You see, we disagree about the management of the 
funds. 

Mr. Parman. My time has expired. 

The Cuarrman. Mr. Widnall. 

Mr. Wipnatt. It is good to see you back. We miss your service on 
the committee, but we know you are doing a fine job where you are. 
In connection with the community-facilities program and the appli- 

cations that have been filed with your own agency, do you have any 
figures as to the number of applic ations that were dropped after pre- 
liminary discussions because of interest rate or because of proposed 
length of loan ? 

Mr. Corz. I will let Mr. Hazeltine answer that. 

Mr. Hazerrine. I would say there were very few, if any, dropped 
because of the interest rate, but, of the applications which we have 
had, some of them have been so far out of line as not to be able to be 
considered for the reason of little or no revenue available for repay- 
ment. I would not say any that have actually come to us have been 
withdrawn because of the interest rate. 

Mr. Wipnat. The biggest factor against your making these loans 
in the past has been the inability to repay? You say “no revenue 
available to repay.” 

Mr. Hazevtine. It is just exactly the same as in a bank. If some- 
one comes in and asks for a loan, and has no credit whatever, the loan 
application could not be entertained. When we get a preliminary 
application of that type, we have to notify the applicant he can go 
no further with it, but if there is a general basis for revenue issue, for 
water, sewer, or any other type of revenue issue, then we process it 
through to completion. 

Many of these are processed through to completion. We require 
the applicant to make a public offering, and many of these bond 
issues go to private sources at a lower rate because we have helped 
them work up a good application. 

Mr. Wipnatt. If these loans were turned down or further dis- 
cussion is dropped because of inability to meet the cost, under this 
new proposal in the extreme you would probably end up with an out- 
right grant from the ¢ rovernme nt? 

Hazenrine. If they are unable to borrow with an offering of 
bonds which is siatamaliie assured of repayment, the only other thing 
that could be applied would be a grant. 

Mr. Wipnau. Under the terms of these bills, the Government, it- 
self, can postpone payments, can absolve you from either principal or 
interest payments for a period of years and, of course, this could con- 
tinue forever. 

Mr. Hazevtine. Our objection to that is that it should be the 
lender, and not the borrower, who decides when it is necessary for a 
postponement. That is done continually in all types of lending where 
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a man is unable to meet his obligation immediately. Payments will 
sometimes be postponed for a certain length of time to keep the issue 
from going into default, but it should not be at the request or the re- 
quirement of the borrower. 

Mr. Wipnatz. Do you have any figures to compare the first 4 
months of this year with last year with 1 respect to community-facility 
loans ¢ 

Mr. Hazevrine. I don’t have those with me here, but I could fur- 
nish it for the record, separating out the first 4 months. 

Mr. Wipnatu. I would like to have those figures furnished for the 
record, and separate them, also, as to category. 

Mr. Hazeitine. We will do that. 

The CuHatrmMan. Without objection, the information, when re- 
ceived, will appear in the record at this point. 

(The data requested above is as follows :) 

During the period of January 1 through April 30, 1957, a total of 25 applica- 
tions for $7,134,000 were approved. During the period of January 1 through 
April 30, 1958, a total of 24 applications for $6,080,000 were approved. 

Mr. Wipnatu. What segment of the facilities program do you find 
the most interest in? What type of construction ? 

Mr. Hazevtrne. At the present time, of all of the loans that we have 
made, a total of 113 loans, 100 of them were for water and sewer and 
13 for other various types of facilities. 

Mr. Wipnau. So, from your own experience, the greatest impact 
seems to be community need for new water- and sewage-treatment 
plants? 

Mr. Hazevtrine. Public Law 345 puts an emphasis on that type, and 
that is one reason they run so high with us at this time. 

Mr. Wipnati. What are the recommendations of the Administra- 
tion, now with respect to the funds available for that particular pur- 
pose ? 

Mr. Hazerrrne. There are still remaining funds available, or there 
were at February 28, still remaining, $55,800,000 available in Public 
Law 345 authorization. Our attitude is that that is sufficient to take 
up the slack of the communities who will need the type of assistance 
that we can give under this law. 

Mr. Wionatn. As against that $55 million that hasn’t been com- 
mitted at the present time, what do you have in the way of applications 
today ? 

Mr. Hazervrtne. Under review on the 1st of March was $35 million, 
and it’s estimated an approval of about $21 million, a that left 
about $55 million. At the present time, we are not receiving many 
additional new applications because the pending legislation is causing 
the applicants to wait until after something has occurred here in 
the Congress. 

The Cuarrman. Mr. Multer. 

Mr. Mutter. Mr. Cole, welcome back again. 

Mr. Corts. Thank you. 

Mr. Mutter. We do miss you, even though you and I did disagree, 
occasionally, when you were here. 

Mr. Corr. We did disagree, but occasionally we agreed, didn’t we? 

Mr. Murer. Yes; we did. When we disagreed, we disagreed 


+ 
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agreebly. Those disagreements were always based upon a conscien- 
tious difference of opinion. I think you are doing a good job in the 
Agency that you now head. My questions are not intended to pick 
a quarrel with you, but to develop the facts. 

Mr. Corx. Thank you. 

Mr. Mutrer. Does your statement reflect the views of the admin- 
istration ? 

Mr. Coz. Oh, yes. 

Mr. Mutter. I ask it because you do not indicate clearing by the 
Bureau of the Budget. 

Mr. Cote. We usually have that in our statement, Mr. Multer. 
This statement does represent the views of the Administration, in my 
best judgment. 

Mr. Mutter. Is it the Administration’s view, then, that we do 
nothing about the problems at this time ? 

Mr. Cotz. Do nothing about the problems ? 

Mr. Mutrer. Yes. 

Mr. Coz. Not at all. We have taken steps to counteract the pres- 
ent slump in the economy within the Community Facilities Admin- 
istration, which I describe briefly in my statement. Largely, these 
steps are the acceleration of the program and some expansion of eligi- 
bility. Other than that, it is the Administration’s point of view or 
position, as I understand it, that additional expansion is unnecessary. 

Mr. Mutter. Mr. Cole, I read with interest the directive from the 
President, of March, 1958, sent to your Agency, with reference to ac- 
celerating the program. Can you supply to us, please, a list of the 
applications received since the date of that directive and the number 
of applications that have been acted upon, with an indication of where 
those erent ? 

Mr. Corz. Yes, we can do that, and I must point out, however, Mr. 
Hazeltine’s comment, that this pending legislation, in our opinion, has 
delayed some applications that might otherwise have been sent to the 
Agency. 

(The data requested above is as follows :) 


Pustic Faciirtry LOANS PROGRAM 


Applications received—Mar. 19, 1958, through May 14, 1958 





Amount of Date re- 








Applicant | Type of project loal ceived 
requested 
Alabama: Hobson City sei Sewer. $72,882 | Apr. 11,1958 
Arkansas: State Highway Commission (Heler Bridge_. 8 000, 00K Apr. 14.1958 
Florida: Wauchula- Sewer 325,000 | May 8, 1958 
Iilinois: 
Pontoon Beach Public Water District, Granite City_| Water 330,000 | Mar. 27, 1958 
Wamac sewer 162, 00K D 
Indiana indbort . \V ate 150. Of Apr. 21.1958 
Loui 1: Moreanville Water and ga 401 OOK Do. 
Oklahom Ce gate Water 164,000 | Apr. 18,1958 
Oregon rri ‘itv Water District, Myrtle Creel do 260, 000 An 10. 1958 
South C art Lite 4: Aynor_. i 112. 000 AD 50, 1958 
Note.—In addition, 2 applications were filed in May which have not yet been reported upon by the 


regional office. 
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Approvals—Mar. 19, 1958, through May 14, 1958 


| 





| Amount of Date 
Borrower | Type of project loan approved 
| | approved 
| | 
BARREN: SROUNNNID cctedaceldnasccckaccaccncupsodeene P NQUEscdacacnensas $240,000 | May 7, 1958 
Arkansas | | 
i, We cccsdkedxcccannbekees hes era hel eta ah tigi | Water...... inane 62,000 | Mar. 20, 1958 
es a 5 ee jAdpialiedeaeakcan bhianakgh cea tasuda sania | 125,000 | Apr. 3, 1958 
Colorado: Frederick. bce babenn hiveadalb cathe oni a ea ea ec 1 50,000 | Apr. 18, 1958 
Florida | | 
Inverness Sdéssuuahs ddcmmnnesadess sa ee 162, 000 | Do. 
Okeechobee..........--- scapuab th aetacadael maa Water and sewer- 350,000 | Apr. 29, 1958 
Illinois | 
Gorham eh ciies Seeioags eek, CM achinibaiiinses 86,000 | Apr. 10, 1958 
Baylis So S sudeteads : kis aoawa! : 78,000 | May 1,1958 
Missouri | | 
Hermitage beebembadene ents ae 85,000 | Apr. 1, 1958 
Chula aortas ss ; ; . — te 55,000 | Apr. 18, 1958 
Nebraska: Juniata.......... AeA iced seta 71,000 | May 13, 1958 
Ohio: Northfield__- pe : Sewer........- 280, 000 | Do. 
Tennessee 
West Wilson Utility District, Mount Juliet Water ia 450, 000 Apr. 25, 1958 
South Pittsburg. .._.-- .| Gas peat ‘ 1 25, 000 | Do. 
COMM WO0G . . ccccnaducnae ---.-| Water 111,000 | Apr. 30, 1958 
Texas 
North Montague County Water Supply District, |- ae 1, 200,000 | Apr. 28, 1958 
Nocona, | 
Emory...--. icinis pbuboe shecadaa ...| Sewer dhitin 45,000 | May 13, 1958 
Addison nee a Binna Water. 60, 000 Do. 
Utah: Kanab ; | Water and sewer 375,000 | May 5, 1958 
West Virginia: Union District Public Service Co., | Water_........-.- 116,000 | Mar. 26, 1958 
Morgantown. 
TS CI ic hk a a rk Sewer......... 175,000 | Mar. 24, 1958 


1Increase in loan amount previously approved. 


Mr. Murer. Tell me, how would you know that? 

Mr. Corr. I don’t personally know it. This is hearsay with me. 
I will refer it to Mr. Hazeltine. 

Mr. Haze.tine. From conferences with prospective applicants and 
from the fact that the normal flow of our applications has dropped 
considerably in the last 3 months. 

Mr. Murer. Will you indicate to us, with the other information I 
asked of Mr. Cole, the agencies or municipalities that have indicated 
to you that they are going to sit back and not file an application until 
this legislation is ac ted upon ? 

Mr. Core. That might be a bit difficult, Mr. Multer. We will do 
the best we can with respect to it, and your last statement will be a 
little difficult for a Government agency to say that community X i 
sitting back waiting, but nevertheless, we will do the best we can. 

(Statement in answer to question by Mr. Multer follows:) 

I am advised that this information was reported in a general manner by our 
regional offices. We do not have knowledge of individual cases by names. 

Mr. Mutter. I wouldn’t expect you to say that—and I am sure 
you won’t—but all I want to know is those agencies which have indi- 
cated to you or Mr. Hazeltine that they are not going to file any 
applic ation, until the Congress enacts some new legislation. 

There is something else that ought to be cleared up in connection 
with this very important problem that confronts us. Where does 
the United States Government borrow its money from? When it 
sells Government bonds, where does that money come from ? 

Mr. Corz. It borrows it in the capital market from the people who 
are lending money—lending money to the Government. 
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Mr. Mutter. Private sources? 

Mr. Core. Yes. 

Mr. Mutrrr. That is precisely where the municipalities and States 
get their money. 

Mr. Cox. That is true. 

Mr. Muurer. With the exception, I think, however, you will agree 
that the municipalities and States get their money from a more limited 
market, a market that is looking for a return that is tax-exempt; is 
that not true ? 

Mr. Corr. We are having a bit of difficulty with your question, as 
you framed it. 

Mr. Muurer. The point I am driving at is just this: If you have a 
choice between getting your money on Government bonds, United 
States Government bonds, with interest up to 3 percent, taxable, as 
against 45g percent bonds of the municipalities and the States, which 
are nontaxable—which are tax exempt—aren’t we better off, nation- 
wise and statewise, and so far as the municipalities are concerned, if 
we supply the funds to these municipalities and States that need 
them—— 

Mr. Corse. No. 

Mr. Mutrer. Let me finish my question. Only for projects which 
are approved as needed projects—not make-work projects. The 
money will have to come from the same private sources. They will 
come, however, at a lower interest rate, both to the United States 
Government and to the municipality, plus the fact that there will be 
a tax return to the United States Government. 

Mr. Coxe. I think you are saying that the Federal Government 
then should undertake the borrowing of and lending of all of the 
funds for all community facilities for all the municipalities. My 
guess is that this is neither feasible nor a good political-economic ar- 
rangement. I don’t think the Federal Government should undertake 
this, and I think it would be to the disadvantage of the people, both 
economically and politically if it were done. 

Mr. Mutter. I understand what you said, but I don’t understand 

your reasoning. I don’t see the logic behind what you say. 
“ Mr. Core. All right, you are suggesting that we substitute Federal 
Government financing for local government financing of facilities. 
We think that it is advisable for the cities, the munic ipalities, to pro- 
vide their own community facilities to the extent possible. We think 
that their borrowings, the determinations made locally about whether 
or not they should have a community facility, and how they borrow 
the money, and under what circumstances, and on what terms, we 
think this is good. We think it is important that the communities 
continue this. 

For the Federal Government to undertake it would be, in our judg- 
ment, a usurpation of the free enterprise system. 

The Cuatrman. Mr. Betts. 

Mr. Berts. Mr. Cole, I am glad to have you here this morning. 

Mr. Core. Thank you, sir. 

Mr. Berts. I gather from your statement that you are opposed to 
H. R. 11474. You stated your objections. As I recall, the bill car- 
ries no termination date, and also provides for a revolving fund of $ 
billion, which indicates it was intended to be a permanent program. 
Do you object to it on that ground ? 
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Mr. Coxe. Yes. 

Mr. Berrs. I would like to ask about a statement you made on page 
11. You apparently indicate that a program is contemplated in one 
of the bills which would vest the authority in the Department of Com- 
merce, and objectionable to you because it is aimed at chronic and 
persistent unemployment—areas where chronic and persistent unem- 
ployment exist, and then you go on to say it should be under con- 
tinuing authority of your Agence y. Now, continuing, sort of implies 
“chronic and persiste nt”—it implies those terms. 

Mr. Core. Then I think we haven’t made clear what we had in 
mind. We mean the responsibility—the C ommunity facilities portion 
of the area facilities assistance should remain a continuing function 
of the Agency. 

Mr. Berrs. But it should not be directed to areas which are per- 
sistently and chronically affected by unemployment; you still hold to 
that theory, is that correct ? 

Mr. Corr. Yes, it isn’t a geographic matter, it is a question of 
priority of the issue of the funds. 

Mr. Berrs. As I understand it, Federal aid should be applied only 
where there are temporary emergencies, and not where there is 
chronic and persistent diffic ulty ; that is the theme of your argument 
there, your statement, isn’t it ? 

Mr. Cote. If I understand your question, our idea is, in this regard, 
that it is the Department of Commerce—the authority or responsi- 
bility should rest in the Department of Commerce. This is not neces- 
sarily an antirecessionary measure. 

Mr. Berrs. You make the st: itement that in a program like this, 
it should not be aimed at areas suffering from persistent and chronic 
unemployment; is that correct ? 

Mr. Corr. Yes, that is correct. 

Mr. Berrs. In other words, you believe it should be on a temporary, 
emergency basis, if at all; is that correct ? 

Mr. Corr. No, that isn’t quite correct, Mr. Betts. I am directing 
this statement to the responsibility of the Housing Agency’s pro- 
gram as related to the responsibility of the Dep: urtment of Commerce. 

The administration’s bill provides that the Department of Com- 
merce have this continuing operation with respect to commercial and 
industrial rehabilitation. Chronic and persistent unemployment—the 
Housing Agency has a different sort of responsibility. Ours are con- 
tinuing responsibilities, having to do with the making of loans, with- 
out regard to the depressed area situation. 

Mr. Berrs. Thank you very much. 

The Crarmman. Mr. Barrett. 

Mr. Corr. I think the words “continuing responsibility” are trou- 
blesome, there. If I may do so, I will take a look at what I have said 
to you and check with you later. 

The Cuatrman. Mr. Barrett. 

Mr. Barrett. Mr. Chairman, I want to go along with the members 
here and say it is nice to have our former colleague back. He was a 
fine Congressman and is a fine Administrator. I believe he has done as 
fine a job as any man could with his agency. 

Mr. Corr. Thank you. 

Mr. Barrerr. Mr. Hazeltine, how much of the $100 million au- 
thorized for community facility loans in 1955 has been used? 
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Mr. Hazeitrne. About $45 million of it has been committed, leav- 
ing about $55 million still uncommitted or in some process. 

fr. Barretrr. As I understand it, the Federal advances for plan- 
ning have been completed for 203 projects, for an estimated total 
project cost of $299,618,857. In addition, Federal advances have 
been made on another 242 projects, with an estimated project cost of 
over $360 million; is this true? 

Mr. Hazevtine. Those are the figures which we furnished, yes, sir. 

Mr. Barrerr. I just wanted it for the record. 

No other questions, Mr. Chairman. 

The CuHatrrman. Mr. Mumma. 

Mr. Cotz. Mr. Mumma, before we begin, may I suggest that on page 
il we might substitute—in answer to Mr. Betts question—“tr idi- 
tional,” rather than “continuing” responsibility. I think that helps 
on page 11. This word “continuing” got us all confused. It cer- 
tainly did me. 

Mr. Mumma. Mr. Cole, I had the privilege of serving with you one 
term in the House, and to my left, the Representatives on the com- 
mittee were not on the committee when you were on. I was wonder- 
ing a good bit about this community facility bill. 

In Harrisburg we have a grant on the sewage disposal pis unt. I 
think you gave them a quarter of a million dollars, which we are very 
happy about; is that correct, Mr. Hazeltine ? 

Mr. Hazeurine. I think you are referring to a grant from the Pub- 
lic Health Service. 

Mr. Mumma. They are having a grant, then, from some Govern- 
ment agency. Now, across the river a little bit further up is Dun- 
cannon, a very small town under the same State order that Harris- 
burg was under, to put in a sewage disposal plant. Those fellows 
are not waiting for this bill, but they are waiting for a grant. 

Now, it does seem that Harrisburg probably needs it less than this 
little village across the river that has no borrowing capacity. It does 


seem a little bad that they can’t get a grant. I am not talking for 


grants, but their ability to pay interest is rather limited. 

I have heard the argument advanced that this community facility 
bill wouldn’t do much good, it would be all grabbed up by the big 
interests and cities, and little towns like Duncannon, Millersburg, in 
my district, they wouldn’t have a chance to get any. Is that your 
opinion ¢ 

Mr. Hazevrine. If the interest rate is placed low enough so it will 
be below the interest rate commanded by the larger cities, why, of 
course, oe nt money would flow to them. The present policy 
of the public facilities loan program under Public Law 345 is to give 
high priority to such little towns as Duncannon, for their necessities, 
leaving cities like Harrisburg free to go to the open market for theirs. 

Mr. Muma. Harrisburg gets a grant and these people have to pay, 
and they are less able to pay. 

Mr. Hazexrtnn. I can’t answer on the grant point, but if they have 
an eligible project, the grant money is available under the Public 
Health Service program for sewage treatment plants. We have made 
several loans to small communities to complete the sewer system which 
feeds the sewage treatment plant. 

Mr. Mumma. You loan them money to complete it? 
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Mr. Hazerrtne. We loan them money for the interceptors; the 
laterals, and so forth. The PHS grant covers the actual treatment 
plant. 

Mr. Mumma. I think this community facilities bill gives good 
promise of solving a lot of problems for the small communities. 
What is the status of the grant for Harrisburg, Pa. 

Mr. Hazevtine. I think they would probably find it was available 
to them if they went through the proper channels. We have given 
priority always in the operation of this law 345 to places such as ‘that, 
who can’t get their money reasonably elsewhere. 

Mr. Mumma. Those projects must originate with a State depart- 
ment. I believe it is a division of the Department of Health in 
Pennsylvania. They have to approve it, first. Yours would be han- 
dled out of the Philadelphia office, the original application under this 
provision you are talking about. 

Mr. Hazevrine. The original application would go to our Phila- 
delphia office, region 2, of the Housing and Home Finance Agency. 

Mr. Mumaa. There is only one question you have raised in my 
mind. You said the requests to lower the interest rate and deferring 
the principal, and things, would come from you fellows. I think 
these people who got it, it would be like a fellow buying a car; he 
would go to the fellow first, if he was a real fellow, and he would 
have more chance to get it extended. 

Mr. Hazevtrve. You may have misunderstood me. I said that the 
actual permission should come from the lender, and not be dictated by 
the borrower, and not necessitated by law from the borrower. 

Mr. Mumata. With the permission—the banker says he will do this 
or that for you. 

Mr. Hazevrine. We believe that should be the prerogative of the 
banker. 

Mr. Mumma. I don’t disagree with you. 

Thank you. 

The Cuatrman. Mrs. Sullivan. 

Mrs. Sutuivan. Mr. Cole, it is nice to have you here. 

Mr. Cote. Thank you, Mrs. Sullivan. 

Mrs. Sunuiivan. I would like to have a few figures for the record. 
Give them now, if you can, or supply them for the record. We would 
like to know what is the current interest rate for general and revenue 
obligations to AAA cities, AA cities, A cities and BAA cities. 

Mr. Coir. We have it. It will take a moment to get it. If you 
would like, we will try to answer directly. 

Mr. Hazevrtne. These are the municipal market indices—they are 
Moody’s Municipal Indices. The AAA was 2.66. AA, 2.94. A, 3.12. 
BAA, 3.65. That was for the week ending May 10. 

Mrs. Sutuivan. Does that include both the general and revenue 
obligations ¢ 

Mr. Hazectine. That is just general obligations. 

Mrs. Sutuirvan. Do you have: anything on revenue 

Mr. Hazevrrne. There are no series of indices on revenue bonds. 

Mrs. Sutiivan. Can you tell me this: do they generally run higher? 2 

Mr. Hazevrine. They generally run higher, and the recent survey 
we conducted led us to believe—and I said led us to believe—that they 
probably ran about three-eighths of a percent higher than the gen- 
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eral obligation. The three-eighths of a percent is for the bonds of 
the types that we were entertaining applications for under our Public 
Law 345. 

Mrs. Sutrivan. One other question I would like to have clarified, 
Mr. Cole. There are some people—for example, the seven Sen: tors 
who signed the minority report on the depressed areas bill in the 
Senate Banking and Currency Committee, they are against this type of 
legislation in principle. To them it is not a matter merely of dollar 
amount or type of program. They believe the idea of aid to depressed 
areas is fundamentally unsound. I gather you don’t take this posi- 
tion ? 

Mr. Corr. No, we don’t take this position. 

Mrs. Sutiivan. That is all, Mr. Chairman, thank you. 

Phe Cuarrman. Mr. McVey. 

Mr. McVey. Thank you, Mr. Chairman, and Mr. Cole. I want to 
join my colleagues in expressing pleasure at your presence here this 
morning. 

Mr. Cote. Thank you, sir. 

Mr. McVey. We highly appreciate your experience on this subject. 
One thing I want to bring out is that you have talked over the problems 
of this committee. We have had many fine witnesses here who were 
good orators but who failed to discuss the bills before this committee. 
Now, your comments and your experience regarding these measures 
are very helpful to us. 

Mr. Corr. Even though I get confused occasionally, I try to help. 

Mr. McVey. I will give your statement my close attention, you may 
be certain. 

That is all, Mr. Chairman. 

The Cuatrman. Mrs. Griffiths. 

Mrs. Grirrirus. Thank you, Mr. Chairman. 

Mr. Cole, I notice on page 7 of your statement you object to a pro 
vision contained in H. R. 11474, whereby the borrower can obtain a 
postponement of principal or principal and interest im the first 5 
years. 

You were a Member of Congress in 1946, weren’t you, Mr. Cole? 

Mr. Cour. Yes. 

Mrs. Grirrirus. Didn’t you vote on the British loan which per- 
mitted England to borrow $334, billion ? 

Mr. Coir. Yes; I voted for it, too. 

Mrs. Grirrirus. Yes, you did. But that permitted them, didn’t it, 
to borrow the money without repaying any principal for 5 years and 
to extend the interest ? 

Mr. Corr. I am advised that was just interest. May I add one 
other comment: I do believe that there is a distinction between our 
attitude, our policies, with respect to our foreign relations and our 
problems with security, and perhaps our dealings in the domestic 
economy. 

Mr. Hazeltine reminds me that in that case, the lender, the United 
States Treasury Department, did have the authority to determine 
whether to postpone interest payments; and that we now have it. 

Mrs. Grirrirus. You mean the lender in that case could demand 
payment, and not in this case? 


Mr. Core. Yes. 
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Mrs. Grirrrrus. You know that that is not a practical distinction, 
at all. In the first place, you couldn’t pass a bill through this Con- 
oress that gave England that money if you had said that the money 
could only be paid back at Engl ind’s determination. 

Mr. Coir. That is an interesting pommt—— 

Mrs. Grurrirus. Actually, you were in no position to collect any- 
how ? 

Mr. Corr. Mrs. Griffiths, if we penetrate Cole’s ideas during those 
days, when probably my distrie did not agree with my vote, frankly, 
[ felt we were in such a tragic condition in the world affairs that we 
of the United States should do most anything we could to create a 
unity between our allies and to help those people we needed to help. 

Let me say this: My own personal opinion 1s that in our domestic 
affairs and in our domestic economy, that if we find ourselves in a 
tragic tuntion such as we were experiencing in the thirties, then I, 
too, would ask for certain changes in the economy and in the law. 
I don’t think it is that kind of a situation, though. 

Mrs. Grirrirus. I want to commend you upon your vote in 1946. 
I think you were right. But I think today that you are making a 
very bad distinction when you are saying that these same privileges 
shouldn’t be extended to American cities, that were extended to 
England. 

Mr. Corr. Well, you see, there is a basic difference which we have. 
[ think the American cities are economically sound, they are not in a 
tragic condition economically as a whole; that the situation is com- 
pletely different. 

Mrs. Grirrirus. Permit me to say to you that at my invitation, the 
mayor of Detroit came before this committee last week and he made 
an excellent statement. He pointed out that he was very much 1 
favor of these bills, and at my request he brought before this com- 
mittee the exact things which these bills, if passed, could do for 
Detroit, today. 

Now, In 1954, in the Housing Act, section 702 of that Housing Act 
Says: 

In order to encourage municipalities and other public agencies to maintain at 
all times a current and adequate reserve of planned public works, the con 
struction of which can rapidly be commenced, particularly when the national 
or local economic situation makes such action desirable. 

[ presume that by your testimony here today you don't believe 
that we are in a situation where it is desirable that we have an accele- 
rated program ; is that correct ¢ 

Mr. Coir. No; that is not quite correct. I believe that we are in 
an economic slump, Mrs. Griffiths, and I think that it does require 
certain action. We do not believe, however, that we ought to plan 
on laxity, now. We think we ought to work out our distress. We 
think America can do it. If the situation should be such, that I be 
leve—and I believe the administration believes—if the situation is 
such that we believe that strone medicine is necessary, that that 
strong medicine can be and will be provided. I think it is a question 
of what the situation is. 

You in Detroit, certainly have a much different atmosphere than 
many other cities inthe Nation, Lam sure of that. 
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Mrs. Grirrirus. On page 3, where you say: 

il am directing the Director of the Bureau of the Budget to release present re- 
serve balances of the $100 million authorization for this program. 

May I inquire : was that an authorization that was unobligated ? 

Mr. Cour. Yes. 

Mrs. Grirrirus. Why did you have such an authorization unobli- 
gated? W hy haven’t you lent it ¢ 

Mr. Corr. I am not quite clear. 

Mrs. GrirrirHs. Why did you have such a reserve?) Had you re- 
quested more money than you needed ¢ 

Mr. Corre. Well, no, not more money than the anticipated need. 

Mrs. Grirrirus. Why did the President have to act? Didn't you 
have the authority to obligate it ? 

Mr. Coir. The Bureau of the Budget did withhold. 

Mrs. Grirrirus. Why did it withhold? 

Mr. Corr. Because of the responsibility which the Bureau of the 
Budget has, in my judgment, to determine the rate of expenditures. 

Mrs. Grirrirus. This letter was on March 19. Do you mean to tell 
me that this administration waited until March 19 to issue an author- 
ity to obligate a mere $100 million in the presence of the kind of 
trouble that we have had ? 

Mr. Core. If we don’t add the latter, certainly the action was not 
taken until March 19. 

The CuatrrmMan. Mr. Hiestand 

Mr. Hiesranp. Mr. Chairman, I would like to comment that Mr. 
Cole’s statement is about as complete and as fine a statement embrac- 
ing sound principles as we have had at this session, in my opinion, 
and I am very much impressed with the replies to the questions, both 
on his part and on Mr. Hazeltine’s part. ; 

My only question might be, that after the President’s direction to 
accelerate, which, of course, as has been shown, didn’t help much in the 
public facilities because people are waiting for legislation, in the rest 
of your agencies, Mr. Cole, were you able to do any accelerating as yet ! 
Sometimes it takes planning and I am just wondering—here is a 
chance, if you have a statement to make, put it in the record. 

Mr. Corre. Thank you very much. We havea list here of antireces- 
sion opm taken by the Housing and Home Finance Agency. I 
would like, if I may, to read this for the record. It is three pages 
long and it is in partial response—I am sorry, she has left—in partial 
response to Mrs. Griffiths. I did not want to leave the impression— 
and may have—that the only action and the earliest action taken by 
the administration was March 19. This will disclose that we within 
our administrative responsibilities did what we could to accelerate, 
because we have felt, quite honestly, we have felt that there is a slump 
in the economy and that certain actions are required. This doesn’t 
mean that after examination of it, or after evidence further is accumu- 
lated that other actions may not be required. 


ANTIRECESSION MEASURES, URBAN RENEWAL ADMINISTRATION 


Identification and analysis of projects which appear to be ap- 
eee for priority processing of such cases by regional offices; 
adjustment, where necessary, of project budgets to permit expansion 
of existing technical services available to the LPA. 
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Expedited processing of regional recommendations on project 
iatadiackonn by eliminating W ashington Board of Review considera- 
tion prior to Commissioner’s action in many cases. 

3. Revised rules and regulations relating to relocation payments 
to expedite the processing of claims for payment. 


COMMUNITY FACILITIES ADMINISTRATION 


1. On January 22, 1958, delegated authority to regions to approve 
bond transcripts, consisting of ‘indenture under which project bonds 
are issued by an applicant together with related supporting docu- 
ments, thus permitting discussion and negotiations to be firmly con- 
cluded by region without referral to Washington for review and ap- 
proval. It is estimated that cumulative savings in time may average 
between 20 and 30 days per case. 

2, On January 23, 1958, issued a completely new and simplified sys- 
tem of regional re ports of the technical reviews of applications under 
the program of advances for public works planning. The changes in 
method and policy have appreciably reduced average processing time 
and will subsequently accelerate the two construction loan programs. 

3. Broadened regional authority to approve project and contract 
changes for public facility loan projects. Changes usually are pro- 
posec| after the start of construction and the regional authority per 
mits much more rapid approval which prevents del: ay in construction 
operations. 

4. On February 21, 1958, authorization to bid for project bonds 
was delegated to the regions thus oe an effort to give regions 
authority to de velop. approve, and pu hase hond issues, Tee ‘-hnie al 
staff time is conserved and processing time reduced by the elimination 
of referrals to Washington. 

5. On March 7, 1958, regions were authorized to approve final plans 
and specifications for dormitory and dining hall projects in the college 
housing program unless such plans involved new or unusual design 
and construction elements. This step will greatly assist in accelerat- 
ing the start of actual construction by allowing regions to work out 
adjustments and modifications with an appheant and to make a firm 
approval thereof. 

In addition, V igorous efforts to encourage earlier starts of construc- 
tion have been undertaken by CFA and the regional offices. Reports 
from the regions indicate that on a nationwide basis $47.4 million 
in projects will be pl: aced under construction 30 days sooner than 
originally estimated ; $41.8 million, 60 days earlier; $40.1 million, 90 
days earlier; and $48.6 million, 120 days earlier. 

6. E ligibility for public facility loans was broadened to include 
communities up to 50,000 populs ition, instead of 10,000 or less, and to 
cover a wider range of needed projects such as streets, bridges, and 
public buildings, in addition to sewer, water, and gas projects pre- 
viously authorized. Prospective applicants who were previously 
dissuaded from filing applications because of population size or type 
of p sroject and eligible public agencies which have completed plans 
under any of the programs of ¢ advances for public works planning 
will be urged to file applications if they are prepared to initiate con- 
struction promptly. 
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An example of the possibilities of this program expansion is dem- 
onstrated by a proposed bridge across the Mississippi between Arkan- 
sas and Mississippi. Formerly a project of this type would not have 
been eligible under this program. Much of the temporary planning 
of the bridge and approaches has been done, and it appears con- 
struction could get underway soon if loan funds are available. Thi 
project is expected to cost 14 to 15 million dollars. Part of the funds 
are available from other sources but $8 million is needed from the 
Government. Conferences in April indicate that requirements may 
be worked out favorably. 


FEDERAL NATIONAL MORTGAGE ASSOCIATION 


1. On December 23, 1957, the President made available $127 million 
of funds, under his discretion, to be used by FNMA to purchase mili- 
tary and cooperative housing mortgages under its special assistance 
housing programs. 

2. On January 10, 1958, reduced maximum purchase and marketing 
fee from 114 percent to 1 percent, and on F Erdats 13, 1958, to one 
half percent for secondary market purchases. 

3. Increased secondary market purchase price of VA section 501, 
114 percent mortgages by 1 point, on February 13, 1958. 


4. On March 7, 1958, established a special as sistance program for 
the purchase of $200 Sie in aaa cost housing mortgages of $10,000 
or less. This program wa terminated on April f since mort@ages 
eligible under that program may be purchased under the program 


for low and moderate priced housing mortgages. On April 4, 1958, 
| , p 


established special assistance program for by 1 ben of low and mod- 
erate priced housing mortgages of $15,51 ‘less, with a program 
limitation of $1 billion. 

5. On April 7, 1958, funds available for special assistance program 


covering urban renewal mortgages increas d by S250 million. On 
April 7, 1958, funds available for purchase of elderly persons housing 
mortgages increased by $50 million. On April 7, 1958, funds for 
purchase of title VIII Capehart mortgages increased by $25 million. 
On April 7, 1958, additional $20 million allocated for saeitaes of 
consumer cooperat ive FHA section 213 morteages, 

6. During April the Association issued commitments totaling $94,- 
909,000 for the purchase of VA and FHA mortgages of $13,500 or 
less under the low and moderate priced housing program authorized 

: Public Law 85-364. No purchases have vel been made unde ‘r this 
program. 
FEDERAL HOUSING ADMINISTRATION 


1. On soaeny 8, 1958, reduced cash investment requirements (clos- 
ing costs) for home buyers with mortgages insured under sections 
903 (b). 220, or 299, Reestablished the procedures in effect prior to 
April 28, 1955. 

2. Provided for the employment of fee appraisers to provide assist- 
ance in the processing of cases in those offices with heavy workloads. 
Issued detailed instructions for the processing of existing construc- 
tion cases by fee appraisers. 





LEGISLATION TO RELIEVE UNEMPLOYMENT 969 


3. Implemented the provisions of the Emergency Housing Act of 
1958. 

4. Recruited additional field personnel and authorized overtime 
work to expedite the processing of cases. 


PUBLIC HOUSING ADMINISTRATION 


Authorized local authorities to advertise for bids as soon as the 
architect has completed the bidding documents to the regional office. 
Should enable local authorities to advance by 2 to 4 weeks their 
scheduled bid advertising dates. 

Authorized regional staff member to allow advertising for bids 
on the basis of a spot check of performance by the local authorities 
on the principal items covered in PHA comments on preliminary 
documents. 

3. Instructed regional offices to expedite the review of final plans 
and specific: ations. 

4, ? stablished a program of 25,000 units for the current fiscal year 
and a program of additional units which had reached the stage in 
preconstruction activity which by acceleration we estimated could also 
be placed under construction by June 30, 1958. As of April 30, the 
reports from our regional offices indicate that acceleration has pro- 
gressed to the point where more than 25,000 units have reached the 
bidding stage, thus assuring at this early date that our normal sched- 
ule will be ac ‘complished. With respect to the units under our anon 
erated pl ‘ooTam, adjustme nts hi uve bee mn mat le in the se ‘hedules so tha 
approximate ‘ly 5,000 unite are sc nchsiget to be placed under construc- 


tion by the end of this fiscal year with the remaining 5,000 units 
scheduled for construction start by the ith of Aucust. 
Mr. Hresranp. Mr. irman, could I make another unanimous 


consent request atl ‘his nenat Last 90d we had a request from 
Mr. William Jackman of the Investors League to appear before our 
committee but it seemed that all of our time was taken and he could 
not be scheduled. I invited him to send down his statement at that 
time to include in the record and I ask unanimous consent that it be 
included. 

The Cuamman. Without objection it may be included at the proper 
place. 

(The statement referred to appears in the appendix, p. 1280.) 

The CuHatrmMan. Mr. Coad 

Mr. Coap. Last month, in the month of April, it was announced 
there was a rise in new home building. I am sure you are familiar 
with that. Do you believe that this rise is an indication that the 
economy is making an adjustment upward and that this is the har 
binger of spring that brings good tidings ? 

Mr. Coir. I wish I could say to you that I felt the problem of the 
economy—that we need not consider the problem of a slump in the 
economy. My guess is that the economy has not turned back upwards. 
I am ts alking now of the entire economy of the United States. That 
IS my guess, and as you understand it is a guess based upon indicaters 
which you and ever ybody else receive. 

It has been slowing down. On the basis of what I know I have the 
opinion that the economy is strong enough that there are factors in 
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the economy which are strong enough that the deterioration will not 
continue long and it will start up. I could be wrong. 

I want to refer it back to housing. 

It is also my opinion that in this kind of a situation where competi- 
tion for long-term securities is such that housing securities—by that 
I mean mortgages—mortgages are more competitive now, in the long- 
term market, than they were sometime ago. I believe there is a strong 
demand for housing, a need for housing. I believe that generally 
speaking, housing is a facility, a tool which may lead us back out of 
the slump. I think that is possible. 

I can’t say I am a harbinger of spring or have any great amount of 
optimism. I think there is a good, strong feeling there, however. 

Mr. Coap. We all are aware of the fact that housing starts have 
been down for a long period of time. 

Mr. Cote. Yes, that is true. 

Mr. Coap. And inasmuch as we have had the availability of funds 
through Government agencies, and the fact that new housing starts 
make such a tremendous i impact on the economy, can you explain why 
the administration has drug its feet in not pushing for more housing 
starts, and facilitating the programs that would create these housing 
starts ? 

Mr. Corr. Well, you are making an assumption with which I don’t 
agree. I don’t think the administration has “drug its feet.” 

Mr. Coap. What happened to the housing bill we enacted last sum- 
mer? What did the President do to it? 

Mr. Corr. In the last session of Congress ? 

Mr. Coan. Yes. 

Mr. Coxe. It was signed. 

Mr. Coap. What happened to the fund? They weren't released, just 
as was brought out by Mrs. Griffiths a while ago. 

Mr. Core. The funds are available as far as I know. True, it is 
that the President in his responsibility last year did allocate—there 
was an apportionment of certain of the funds, that is correct, that is 
right. 

Mr. Coap. In view of the fact this housing situation has been in 
existence since 1954 and in this last year’s period of time is when we 
have seen this recession build up, why wasn’t that a rather immediate 
thing, the money wasall available. 

Mr. Coz. I would disagree with you that the condition now is the 
same as it was last year, let us say. 

Mr. Coap. After all rising unemployment started last year. It 
was obvious to the President because he said so in his news conference 
in October. 

Mr. Cote. Unemployment was rising but not at a dangerous rate 
last fall, in my opinion. 

Mr. Coap. Do you mean we have to have an explosive situation be- 
fore we do anything ? 

Mr. Core. No, we don’t have an explosive situation in my judg- 
ment now. We have aserious situation. We have one of concern, but 
not an explosive one. 

And last year when the Congress passed this legislation no one that 
I know of, no one that I know of—I could be wrong; maybe some 
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yeople did—no one that I know of felt we would be entering into a 
dle pression this year. 

Mr. Coap. But you feel we are in a depression / 

Mr. Cote. We are in a slump or recession or whatever you want to 
eall it. 

There is no question but what the economy has been declining. I 
wouldn’t argue with you about the semantics of it. 

Mr. Coap. Thank you, Mr. Chairman. That is all. 

The Cuarrman. Mr. Bass—— 

Mr. Bass. Mr. Cole, I commend you for a very comprehensive and 
valuable analysis which you have made to this committee consider- 
ing these bills. 

I am sorry that my colleague, Mrs. Griffiths, has left because I 
want to comment on her very pointed criticism of the Administra- 
tion in stating that it waited until March 19 before taking certain 
action which she says was necessary to of check the recession. I 
am sorry she is injecting a political partisan tinge in these hearings. 
As long as we are on the subject of politics, it should be pointed out 
for the record here that this committee in its wisdom—which, of 
course, is controlled by the Democrats—waited until April 15 before 
hearings were even started on any of these so-called antirecession 
measures. 

TI ve is all, Mr. Chairman. 

The CHarrman. Mr. Breeding 

Mr. eo Mr. Cole, it is nice to see you here this morning, be- 
ing a fellow Kansan from the Sunflower State. Both of us have our 
roots planted deep in Kansas soil and it is a compliment and a plea- 
sure to have you here in our committee. 

Mr. Cote. Thank yousir. I appreciate that. 

Mr. Breepine. I know many Kansans appreciate your position. 

Actually, sometimes, you and I don’t see eye to eye politically, but 
we have been able to get along very well over the years. 

Mr. Core. Thank you. 

Mr. Breepine. Getting back to Mrs. Griffiths’ question I would like 
to point out, Mr. Cole, that last year Congress passed Public Law 8521 
which relieved England of not only paying interest on this loan but 
permitted her to defer the payment of princ ipal due in 1958. Realiz- 
ing, of course, that many of our cities are in trouble I was wonder- 
ing whether you felt we should do as much for our cities in the United 
States as we did for England ? 

Mr. Core. Mr. Breeding, this is always an interesting and tough 
question, and particularly for a Member of Congress. 

What we do in our foreign relations should have some relevancy to 
what we do in our domestic affairs. Economic policies, philosophies, 
certainly should have = consistency. 

On the other hand, I have a feeling that there can never be an 
inflexible consistency <3 I am not now discussing with you your 
assumption—I have forgotten the British loan a long time ago, I have 
forgotten what the terms of it were—Mr. Hazeltine is calling my 
attention to something here which I will look at in a moment. 

This situation is not the kind we faced when we voted for that legis- 
lation. As I stated to Mrs. Griffiths, this is not comparable. 
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Now, Mr. Hazeltine points out to me that this present authority 
gives us exactly the same authority that you are discussing. 

Section 204 of the existing public facilities legislation, and also of 
the bills before the committee relating to community facility loans, 
confer upon the Housing and Home Finance Administrator in his 
administration of such program the functions, powers and duties set 
forth in section 402 of the Housing Act of 1950. Section 402 reads in 
part as follows: 

(c) In the performance of, and with respect to the functions, powers, and 
duties vested in him by this title, the Administrator, notwithstanding the pro- 
visions of any other law, may——— 

(8) Subject to the specific limitations in this title, consent to the modification, 
with respect to rate of interest, time of payment or any installment of principal 
or interest, security, or any other term of any contract or agreement to which he 
is a party or which has been transferred to him pursuant to this title; and 

(9) Include in any contract or instrument made pursuant to this title such 
other covenants, conditions, or provisions as he may deem necessary to assure 
that the purposes of this title will be achieved. 

We think it does provide the same authority. 

Mr. Breeprne. Mr. Cole, what is your administrative lending agency 
interest rates ? 

Mr. Cotz. Of the Community Facilities Administration on this 
program ¢ 

Mr. Breepinc. The community facilities. I understood in your dis- 
cussion their rates go up and down, and for the poorer community 
they get higher. 

Mr. Coir. No. Let Mr. Hazeltine answer that. He is more familiar 
with it than I. 

Mr. Hazeitine. The present interest rates on Public Law 345, the 
public facility loan program, are based on a formula which takes into 
consideration the various indexes of the investment market and also 
of the cost of Government borrowings and at the present time those 
average out to where the interest rate for a general obligation bond 
for 30 years is 4144 percent. For a revenue bond it would be 45 
percent. T hi at does not mitigate against a small or a large community. 
They would all get the same interest rate. 

Mr. Breeprne. It would be a community that would have to pay 
that amount on the open market, would it not? 

Mr. Hazevtine. The intent of the original law was to assist those 
communities which could not get their money elsewhere rather than to 
compete wae money which was available. Therefore, we have ad- 
ministered the program directly in line with the statements in the 
act to make it possible for a small aac wp to get a water sys- 
tem, a sewer a m, or other needed public works, when it couldn't 
get them elsewhere. 

Many of those that we have helped work out loan agreements, as I 
stated before, have then gone into the open market and gotten the 
money cheaper, but they knew if they couldn’t get it there, they were 
bac kstoppe d by us and could get it from us. 

Mr. Breepine. I find that true in my district, that many cities are 
unable to borrow private funds. There seem to be plenty of funds in 
the banks in the area, but they do need some means to borrow from 
some source rather than the local banks. 

Mr. Hazexitrne. The banks cannot underwrite revenue bonds, but 
only general obligations. 
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The CuarrMan. Mr. Seely-Brown. ' 
Mr. Srety-Brown. I would like to turn to page 15 of your testi- 
mony. I quote from your second paragraph : 


Both require the Administrator to make a determination that urban renewal 
assistance will not result in merely transferring industry and commerce from 
one location to another, assisting an area of unemployment at the expense of 
another locality. 


That is an objection that is of real concern to this committee, and 
certainly those of us who come from industrialized areas, such as New 
Engl: and. 

Could you provide me, or could you provide for the committee, lan- 
guage which, in your opinion, might remove that specific objection to 
the bill / 

Mr. Coir. Yes, we will be happy to provide an amendment if the 
committee would like. 

Mr. Sre.ty-Brown. I believe that this issue may be a stumbling 
block in our consideration of this legislation, and I would like to see 
if we can at least remove that objection, because there may be other 
features of the legislation which can meet with our approval, but I 
want to see if we could remove that objection, if it could be worked 
out, and if you can provide that information I know it will be helpful. 


HOUSING AND HOME FINANCE AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington, D. C., May 29, 1958. 
Hon. HorAcE SEELY-BrRowN, Jr.., 
House of Representatives, Washington, D. ¢ 


DEAR CONGRESSMAN SEELY-BROWN: You will recall that when I recently testi- 
fied before the House Banking and Currency Committee at the hearings on unem- 
ployment, you referred to the statement I made with reference to certain pro- 
visions in the chairman’s and Mr. Gray’s bills relating to distressed areas. That 
statement concerned provisions requiring the Housing Administrator to make a 
determination that financial assistance under the urban renewal program would 
not result in merely transferring industry and commerce from one location to 
another—assisting an area of unemployment at the expense of another locality. 
You noted that I objected to these provisions because the Housing Administrator 
would have no basis to make such a determination in connection with urban 
renewal operations, since urban renewal assistance is provided merely for the 
acquisition of land and its preparation for reuse and not for improvements that 
are later constructed on the land. I pointed out in this statement that the Hous- 
ing Administrator would have no way of determining what business or com- 
mercial enterprises would eventually occupy the structures, erected or rehabili- 
tated in the urban renewal project. 

You commented that the possibility of industry being transferred from one 
location to another, under the proposed distressed area programs, was of real 
concern to the committee and particularly to those members who come from in- 
dustrialized areas such as New England. You requested that I submit to you 
or the committee a form of an amendment which might take care of this situation. 

I have given this matter considerable thought, and I believe that the best way 
of taking care of this situation is in the manner in which it is handled in H. R. 
5459, the administration approved bill on distressed areas. You will note that 
section 107 of that bill provides for loans to aid in financing projects for the 
purchase or development of land and facilities for industrial usage and for the 
eonstruction or rehabilitation of factory buildings. Such financial assistance, 
however, could not be extended “to assist establishments relocating from one 
area to another when such assistance will result in substantial detriment to 
the area of original location by increasing unemployment.” This would un- 
doubtedly afford other areas of the United States considerable protection against 
the transferral or relocation of plants or facilities from those areas. 

In the same bill (H. R. 5459) the provisions, however, for financial assistance 
under the urban-renewal program (sec. 108) contain no such limitation. The net 
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result of these provisions is that financial assistance under the urban-renewal 
program could be provided to clear the land in the particular urban renewal 
project in a distressed area and prepare it for any suitable reuse without, at 
that time, requiring the Housing Administrator to determine the exact type of 
industrial plants which will later occupy the site. However, no funds would be 
available to aid in the construction or rehabilitation of factory buildings on 
such land if this latter form of aid would assist establishments relocating from 
one area to another and the relocation would adversely affect the area of original 
location by increasing unemployment. 

If I ean be of any further assistance to you in this matter, please call upon me. 

Sincerely yours, 
ALBERT M. Coir, Administrator. 


The Cuarrman. Mr. Henderson. 

Mr. HENDERSON. I have ho questions, Mr. Chairman. 

The Cuatrman. Mr. Brown. 

Mr. Brown. No questions. 

The CHAIRMAN. Mr. Cole, sometimes the ¢ ongress clisagrees with 
the administration, and if the Congress desires to work its will, don’t 
you think it would be desirable, from the standpoint of the Congress, 
to place the laws in an independent agency, rather than some depart- 
ment of the Government that has expressed opposition to them ? 

Mr. Core. Well, Mr. Chairman, certainly I think the Congress 
should exercise its will. I think the Congress should do exactly as it 
believes is proper, and I think the Congress will do as it believes 
proper. On the question of an independent agency, I am speaking 
as an administration spokesman, and you will find I believe any ad- 
ministration—my party or yours will gener: lly object to the estab- 
lishment of another independent agency. I am talking in terms now 
of broad, administrative, administration-management policy 

It is very difficult for the President when new and ad litional inde- 
pendent agencies aresetup. I will just leave it that way. 

Naturally, if I were personally setting up something, I would want 
to have it set up with people who would carry it out. But I think, 
Mr. Chairman, that most agencies and departments will, to the best 
of their ability, carry out any program that is directed to them to do. 

I suppose IT haven’t answered your question, but I have given you 
broad policy ideas on it. 

The Cuarrman. If the Congress wishes to work its will, don’t you 
think it should try to place it in administrative hands that are un- 
hostile and rather favorable to the legislation? I think you have 
answered that. 

Mr. Core. I can answer it in this way. As an administrator, I 
would not admit that any of the agencies and departments, and so 
forth, under your party or mine would fail to carry out the Congress’ 
will. As an individual, personally, I would prefer that a program 
I am interested in is carried out by people who were thoroughly 
enthusiastic about it, surely. I certainly agree with that. 

The CuatrmMan. That is no er It is human nature. If you 
put it in sympathetic hands, it will be administered in a different 
way than if you put it in RE hands. 

Mr. Coz. I want to add one thing more, if I may, sir. You 
balance these things, one against the other. An independent agency 
setup may or may not be in a position to carry out the will and intent 
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of Congress, even though it might be more enthusiastic about the legis- 
lation. Sometimes independent agencies get lost. And the more 
independent agencies that Congress sets up, ‘the more opportunity for 
an inde pendent agency to get lost. By that I mean, sir, in the tremen- 
dous complex of Government, with a tremendous number of ene 
ent agencies, departments and other branches, commissions, and s 
forth, the opportunity for the administrator in an independent agency 
to have his position presented to those who need to give attention to 
it, such as budget matters, legislative matters, W hite House matters 
and so forth, you can create too many independent agencies. 

In my judgment, it is quite possible. And it doesn’t necessarily 
mean that just because one has created an independent agency that 
it will ee a better job. 

The CratrMan. The most effective way to obtain the objective 
eaceel is to place the law in sympathetic hands? 

Mr. Core. I am not sure that I would agree necessarily with that. 
I am not in too much disagreement with the ch: airman, but I wouldn’t 
say that that is, without doubt, absolute ly correct. 

The CHarrmMan. I want to ask Mr. Hazeltine one question. I be- 
lieve he said that a good many of the applicants were turned down 
because they had no established credit rating. Now, that would apply 
to all new corporations, such as rural water systems, where they have 
been organized for benefiting under the act. Would they be turned 
down because of the lack of an established credit rating ? 

Mr. Hazevrine. Referring to the investment houses or the public 
facility loan? 

The CuairMan. I am talking about the public facility loans. 

Mr. Haze.tine. We would never turn one down for that reason. 
Those are the ones which would would attempt to approve to permit 
them to get money which was otherwise not available. We have never 
turned one down, and we do not rely whatever on any rating in our 
actual operations. ; 

The Cuarrman. You would only consider their probable earnings 
and the safety of the investment ? 

Mr. Hazeurine. As a specific example, if a small town wishes to 
borrow $75,000, we would make a determination that possibly they 
would have to have 150 users, so that over a period of 30 years they 
could pay the maintenance, operation, interest, and principal of the 
$75,000. We would then ask them to sign up the proper number of 
users and we would make the loan. 

The CHairman. In the State of Kentucky, the farmers can organize 
a water plant. They are a political subdivision. They are not con- 
nected with the city. They are a new organization. Would they 
have a chance to get a loan, according to your standards? 

Mr. Hazeurine. Any organization, any political subdivision of the 
State of Kentucky, is eligible for a loan. If it were a cooperative 
which was not authorized by the State, they would not be, but if a 
water district, or a county, or a metropolit: in area, or a combination 
of areas, it w ould be eligible under the act. 

The Cuamman. The water district is declared in the statute to be 
a political subdivision ? 

Mr. Hazevtinr. Yes. 
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The Cuairman. The fact that they had no credit rating would not 
affect your consideration of a loan / 

Mr. Hazerine. That is where we have given our greatest atten- 
tion. What we try to do is to help the people who otherwise would 
not be able to get money on the open market. 

The Cuarman. That is all. 

Mr. Srety-Brown. It does occur to me that under our Constitution 
we have a balance between the legislative, the executive, and the ju- 
dicial branches. While an independent agency at times is very ap- 
pealing, and I suppose I, like everyone else, have voted for the crea- 
tion of them, should we carry that sort of a program to completion 
we might well end up in the position where we would have no need 
for a President at all, because we would have the entire Government 
run by a series of independent agencies, and our whole concept of 
government might _ destroyed. 

The Cramman. I don’t think that argument goes very well. We 
have made many independent agencies. I don’t know that the con- 
stitutional question has ever been raised. The Congress has the right 
to create an independent agency, certainly, and that is not an in- 
vasion of the executive power. 

Mr. Corte. Of course, your independent agency will not be inde- 
pendent of direction from the President and other officials of the 
executive branch. 

The Cuatrman. And we can create no independent agency that 
will break free from seniadire influence, because we put it in the 
executive branch. 

Mr. Corer. I know about this feeling in Congress, and I know where 
the chairman and others want to do it, but as we see it in the exec- 
utive branch, it doesn’t really automatically provide a better tool, 
even though you may think so in the beginning. You get so many 
of them that they get lost. I really mean they get lost. 

We are just going over the same subject. Excuse me, Mr. Chairman. 

Mr. Mumaca. There is money on loan or some method available for 
engineering of these small pl: ints for sewage and water systems? 

Mr. Hazetrine. We have the advanced planning program, under 
which we make advances, without interest, to the various subdivi- 
sions of the State, or the State itself, for planning, the money to be 
repaid at the time construction is undertaken. 

Mr. Mumma. That is, direct to your agency / 

Mr. Hazevtine. That is right. 

The Cuarrman. Are there any further questions? 

If not, we will adjourn until tomorrow, at 10 o’clock. 

Mr. Cole, we have been glad to have you come back to the committee 
you once served on with distinction. 

Mr. Corr. You are very kind, indeed, and I appreciate that. 

The CHamman. We don’t agree, of course, with everything you 
say. I know you know the difficulties of the Congress. You have 
served here. You know why we would like to have our will carried 
out, whatever that may be. 

Mr. Core. Right. 

The Cuarrman. We thank you very much. 

(Whereupon at 12:05 p. m., the committee adjourned, to reconvene 
at 10 a. m., Thursday, May 15, 1958.) 


. all 
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THURSDAY, MAY 15, 1958 


House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10 a. m., Hon. 
Wright Patman presiding. 

Present: Representatives Brown, Patman, Multer, Barrett, Grif- 
fiths, Ashley, Healey, Coad, Breeding, Talle, Kilburn, Widnall, Betts, 
Mumma, Hiestand, Bass, Seely- Brown, Henderson, and C hamberlain. 

Mr. Parman (presiding). The committee will please come to 
order. We have as our witness this morning Mr. Wendell B. Barnes, 
Administrator of the Small Business Administration. 

Mr. Barnes, I believe you have a prepared statement. 

Mr. Barnes. Yes, sir. 

Mr. Parman. Would you like to read your entire statement, or 
would you like to summarize it? How would you like to present it? 
You may present it in your own way, sir. 

Mr. Barnes. I believe it would take about 25 minutes to read it, 
and then I will answer any questions to the best aad my ability. 

Mr. Parman. That will be satisfactory. You may proceed. 


STATEMENT OF WENDELL B. BARNES, ADMINISTRATOR, SMALL 
BUSINESS ADMINISTRATION 


Mr. Barnes. My Chairman and gentlemen of the committee, I am 
appearing here today at the request of this committee to discuss a 
number of legislative proposals to establish programs to alleviate 
unemployment in economically depressed areas as well as legislation 
designed to make equity capital and long-term credit more readily 
available. 

I would like first to direct my remarks to the proposed legislation 
pending before this committee to provide equity capital and long- 
term credit to small concerns. 

The problems encountered in any equity capital financing program 
are infinitely more complex than those met in intermediate or long- 
term debt financing. In the case of credit financing, a requirement 
of collateral and ability to repay within a period of years establishes 
relatively clear-cut criteria and therefore automatically limits the 
number of eligible applicants. In the case of equity capital finane' ng, 
however, there is no equally objective method of evaluating the risk 
and determining eligibility. Thus, if no objective method of deter- 
mining eligibility exists, it is most difficult to determine to whom 
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equity capital financing shall be extended and, therefore, what the 
limits of the program shall be; the demand for equity capital may be 
limitless. In the case of credit financing, collateral can protect the 
lender; in the case of equity financing, the investor is protected only 
to the extent that he has correctly analyzed the potentiality of the 
business and is granted an opportunity to have a voice in control of 
the management. This is a function for which the Government is il] 
adapted. 

When I testified before the Senate Banking and Currency Com- 
mittee I outlined certain principles which I feel should govern any 
legislation designed to supply equity capital financing. Because |] 
believe these principles to be most important, I would like to restate 
them here. 

First, the program must be flexible and susceptible of controlled ex- 
pansion. 

I am mindful of the fact that all the proposed equity capit: al a 
grams are essentially experimental. For myself, I do not know the 
answers to many of the questions raised by this problem. Moreover, 
I do not believe that these answers are readily available. It is wise, 
therefore, frankly to acknowledge the experimental nature of thes 
programs and the necessity to move carefully but with a high degree 
of ingenuity if financial disaster to small enterprises and waste of 
Federal funds is to be avoided. Thus, any program considered by 
this committe must be flexible and should contemplate controlled ex- 
pansion of the program until the extent of the need for equity financ- 
ing is disclosed and the techniques for meeting this need are developed. 

Second, presently existing government facilities should be utilized. 

Since the proposed programs are experimental it is not desirable, 
at the start, to establish new, large, complex, and expensive Govern- 
ment agencies staffed and oper ated on a nationwide basis until the 
scope of the contemplated financing programs is ascertained and 
effective methods for meeting the financial needs of the smaller con- 
cerns are developed. 

It is advisable, therefore, to utilize to the maximum extent presently 
existing governmental organizations and facilities. My own exper! 
ence has indicated that est: vblishing an efficient Government lending 
agency is a slow and difficult task. We were aided immeasurably in 
this work by having available to us a pool of trained financial speciai- 
ists drawn from the RFC. When this source was exhausted I found, 
and I am finding, it hard to obtain personnel with the specialized 
training required by a Government financing agency. Any new 
agency would find it difficult quickly to locate sufficient personnel with 
adequate financial experience to administer such a program; such 
people are scarce and are well paid by private employers. We find 
we can increase our staff by adding trainees to work under the direc- 
tion of experienced men. 

Third, private financing institutions and local and State institutions 
must be utilized to the maximum extent. 

The next principle I deem important—and these principles are not 
stated in the order of importance—is, first, that private financing 
institutions and, second, that public local and State financing institu 
tions should be utilized to the maximum extent that they are able to 
contribute to the new programs. 
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Only when it is clear that the potentialities of existing private, local, 
and State institutions have been exhausted should consideration be 
given to the establishment of a new Federal agency and to the utiliza- 
tion of Federal money to supplement the funds of institutions en- 
gaging in this type of financing. 

Fourth, active participation of local or ganizations and private capi- 
tal must be encouraged and required. 

A necessary coroll: ary to the third principle is that active partici- 
pation of private capit: al and local organizations must be encouraged 
and required. 

As I have stated, investment of equity capital as contrasted with 
credit financing is a complex operation which the Federal Govern- 
ment is ill adi apted to handle. From the Federal point of view, there- 
fore, it is necessary to utilize the services of intermediate credit insti- 
tutions, whether they be wholly private organizations or State or local 
development corporations. ‘Their activities must be encouraged. 
They are familiar with the total economy of the community being 
served by the borrower and have a direct interest in the economic 
development of that community. They are familiar or may become 
familiar with the character of the borrower, his capacity, and the 
potential of the business. 

Moreover, by requiring such intermediate credit groups to share 
substanti ally in the risk of investment, the Federal Government can 
achieve a degree of protection for its funds. ‘These groups can re oo 
supervision ‘and management assistance that is urgently required i 
risk ventures but difficult to obtain from the Federal Government. 

It is, therefore, a basic principle not only that existing intermediate 
credit institutions be utilized in the contemplated financing programs, 
but that provision should be made under the Federal legislation to 
provide incentives for the formulation of such institutions and their 
active participation in the Federal programs. 

Fifth, the Federal Government must avoid ownership in private 
business. 

Business concerns must remain free of any governmental proprietor- 
ship through stock ownership or otherwise. ‘Thus, the intermediate 
credit institutions of which I have just spoken must be encouraged, 
made use of, and interposed between the Federal Government and 
private business to avoid direct ownership in private business by the 
Federal Government. 

Sixth, the profit motive should be encouraged. 

While the public interest may be a strong motivating force in the 
activities of local development and financing groups, this interest 
tends to diminish when the immediate aims of their programs are 
accomplished. The profit motive should be paramount to give 
impetus and continuity to their programs and to their ability to attract 
private capital. 

Seventh, delay in establishing an effective program must be 
avoided. 

The necessity is acknowledged for proceeding in any new pro- 
gram with all reasonable dispatch. This aim may be accomplished, 
first. by utilizing existing private, local, State, and Federal organiz: i- 
tions; and, second, by establishing a program that is as simple as is 
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consonant with the complex task to be accomplished. Elaborate pro- 
cedures and organizations must be avoided if possible. 

Eighth, Federal funds must be safeguarded. 

Practical and sound credit criteria and controls must be built into 
the program to safeguard Federal funds and thus assure minimum 
cost to the taxpayers. To the extent possible, these criteria and con- 
trols should be specified to guide administrative judgments and to 
protect private investors. 

Ninth, pirating of private industry through Federal subsidization 
must be prohibited. 

Federal assistance should not be used to subsidize any relocation of 
business so as to cause local hardship by significantly reducing 
employment in any locality. 

Tenth, financial assistance shall not compete with private sources 
and must be limited to small concerns. 

The benefits of any equity capital or long-term credit program 
should be confined to small enterprises. The larger concerns do not 
suffer the disabilities characteristic of the small firms in seeking equity 
capital. It is appropriate that the larger companies find their 
financing through traditional channels and that small firms use those 
channels whenever they are available under reasonable circumstances. 

With these principles in mind, I would like to recommend to this 
committee favorable consideration of H. R. 12057, entitled “Small 
Business Capital Act of 1958” which on April 22, 1958, was intro- 
duced by Mr. Talle. A number of similar bills have been introduced 
by other Members of the Congress. 

Legislation to authorize the Small Business Administration to 
make loans to local and State development credit corporations and 
to small-business investment associations is in accord with the Presi- 
dent’s program. 

A section-by-section analysis of these bills has been made available 
to this committee. I should like to discuss somewhat broadly the 
outstanding features of these proposals. 

(The material referred to is as follows :) 

SECTIONAL ANALYSIS OF SMALL BUSINESS CAPITAL AcT OF 1958, H. R. 12057 
(TALLE) 


TITLE I. TITLE, POLICY, PURPOSE, AND DEFINITIONS 


Section 101. The act will be cited as the “Small Business Capital Act of 
1958.” 

Section 102. The policy of Congress is to provide small business concerns 
with an additional source of equity capital; and to insure maximum participa- 
tion of private financing. 

Section 103. .Congress finds that small business needs equity capital; that 
private and state development corporations are in need of financial assistance 
and should be encouraged; and, the purpose of this act is to provide the same. 

Section 104. Small Business Act means the Small Business Act of 1953; 
Administrator means the Administrator of Small Business Administration; and 
Administration means the Small Business Administration. 


TITLE If, AUTHORIZATION FOR FUNDS 


Section 201. The limit of the revolving fund established under section 204 
(b) of the Small Business Act is raised by $220 million, from $530 million to 
$750 million. The amount available for SBA business loans, loans to develop- 
ment corporations, and loans to investment associations, is $525 million 
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TITLE Ill, SECURED LOANS TO PRIVATE (LOCAL) OR STATE DEVELOPMENT CREDIT 
CORPORATIONS 


Section 301. SBA is empowered to make direct or participation loans to 
private or State development credit corporations, to assist small business con- 
cerns in plant construction, conversion or expansion, including the acquisition 
ofland. Such power is limited as follows: 

1, Assistance must not be otherwise available and the loans must be secured. 
It must be shown that a participation is not available and an immediate partic- 
ipation cannot be taken unless a deferred is not available. In deferred partic- 
ipations, SBA’s participation cannot exceed 90 percent of the loan balance at 
disbursement. 

2. A loan cannot: cause a transfer or relocation of a business which effects a 
significant reduction in employment in the area of original location; or provide 
facilities to a business at a subsidy to induce any relocation; or aid any reloca- 
tion not for a sound business purpose. 

3. The proceeds of each loan must be used to assist an identifiable small busi- 
ness concern and for a sound business purpose. 

4. The limit for each loan to each identifiable small business concern, is 

250,000. 

5. The borrower (development corporation) must meet criteria established by 
SBA, including the extent of participation or paid-in capital to be used in each 
instance. 

6. Loans may be made for 10 years plus an additional period to complete con- 
struction ; provided that SBA may extend or renew a loan for additional periods 
not to exceed 10 years if it aids liquidation. Interest cannot exceed 6 percent. 


TITLE IV. LOANS TO STATE DEVELOPMENT CREDIT CORPORATIONS EVIDENCED BY 
DEBENTURES 


Section 401. SBA can make loans to State development credit corporations, 
subject to the following limitations: 

1. Proceeds of loans must be used to assist small business concerns, in accord- 
ance with regulations of SBA. 

2. A loan cannot: cause a transfer or relocation of a business which effects 
a significant reduction in employment in the area of original location; or pro- 
vide facilities to a business at subsidy to induce any relocation; or aid any 
relocation not for a sound business purpose. 

8. Loans can run for 10 years plus time to complete construction ; provided that 
SBA may extend or renew for additional periods not exceeding 10 years if it aids 
liquidation. Interest cannot exceed 6 percent. 

4. Funds borrowed by the development corporation from all sources, includ- 
ing SBA loans, cannot exceed four times the paid-in capital and surplus of such 
corporation. 

5. SBA loans to each development corporation cannot exceed the total amount 
borrowed by the corporation from all other sources. 

6. To the extent feasible, SBA funds must be given the highest priority given 
any other funds borrowed by the development corporation. 


TITLE V. LOANS TO SMALL BUSINESS INVESTMENT ASSOCIATIONS ESTABLISHED TO 
MAKE EQUITY-TYPE FINANCING AVAILABLE TO SMALL BUSINESS CONCERNS 


Section 501. SBA can make loans to small business investment associations, 
chartered under State law or (in the absence of State authority) by SBA, which 
are established to provide funds for small business concerns upon the following 
conditions : 

1. The qualifications and activities of the associations must meet criteria es- 
tablished by SBA which will include: 

(a) A minimum paid-in capital of $100,000. 

(b) A minimum of 10 shareholders. 

(c) Approval of the charter by SBA; and financial reporting, auditing, 
and examination, as required by SBA. 

(d) The association must be authorized to advance funds to small busi- 
ness concerns only through loans evidenced by convertible debentures ; con- 
vertible, at the option of the association or a holder in due course, into 
stock of the concern at sound book value determined when the debenture 
is issued. 
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{e) The association can invest only in small business concerns within the 
criteria established by SBA. The maximum investment per concern can- 
not exceed 20 percent of the association’s paid-in capital and surplus, or 
$250,000, whichever is less. 

({) The investment of an association in stock of small business concerns 
acquired by conversion of debentures cannot exceed the total of the as- 
sociation’s paid-in capital and surplus except with the approval of the 
Administrator. 

(g) The association must require each small business concern borrowing 
funds from the association which were provided by SBA, to purchase stock 
of the association equal to 5 percent of the association loan. 

2. Loans to investment associations by SBA shall be subject to the following 
requirements : 

(a) The total loans made by SBA at any one time in any one investment 
association cannot exceed two times the paid-in capital and surplus of the 
association. 

(b) Loans can be amortized or unamortized; bear interest not in excess 
of 6 percent; and can mature up to 10 years, provided that SBA can extend 
or renew for 10 years if it aids liquidation. 

3. A loan cannot: cause a transfer or relocation of a business which effects a 
significant reduction in employment in the area of original location; or provide 
facilities to a business at subsidy to induce any relocation ; or aid any relocation 
not for a sound business purpose. 

4. An association cannot assist a small business concern if the assistance is 
otherwise available from private sources. 

5. SBA is authorized to prescribe regulations governing the operation of small 
business investment associations and to prevent violations of such regulations 
or requirements of the act. 


TITLE VI. ESTABLISHMENT OF SMALL BUSINESS INVESTMENT ASSOCIATIONS 


Section 601. SBA can charter a small business investment association t 
operate under this act. Not less than ten persons must subscribe the articles 
of incorporation. 

SBA approves the articles and issues a permit to begin business. 


TITLE VII. EXEMPTION FROM SECURITIES AND INVESTMENT COMPANY ACTS 


Section 701. Provides an exception from the Securities Act of 1933 for small 
business investment associations. 

Section 702. Makes clear that such associations are not subject to the pro- 
visions of the Investment Company Act of 1940. 


TITLE VIII AMENDMENTS TO INTERNAL REVENUE CODE OF 1954 


Section 801. Taxpayers can treat a loss on stock in a small business invest- 
ment association as a noncapital loss. Also, any loss on a convertible debenture 
(including stock received pursuant to the conversion privilege) can be treated 
by a small business investment company as a non-capital loss. Further, a small 
business investment company is allowed a 100 percent (rather than 85 percent) 
dividends received deduction. 


TITLE IX. REPEAL OF SECTION 13 R OF THE FEDERAL RESERVE ACT 


Section 901. Authority of the Federal Reserve banks to make working capital 
loans to business concerns is repealed effective 1 year after date of enactment 
of this act. A savings provision protects transactions being carried out. Sec- 
tion 13 b funds will be returned to the Treasury. 
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H. R. 12057 and the companion bills do not confine themselves to 
one approach to the problem of providing additional long-term and 
equity capital to small business. Instead this legislation makes 
financing available through three main channels by authorizing 
several types of financial assistance to private local development 
credit groups, to State development credit corporations and to small- 
business investment associations established to make equity capital 
available to small concerns. 

While I do not anticipate that H. R. 12057, if enacted, will solve 
all small-business financing problems, I believe it will open new and 
productive avenues to additional financing in accordance with sound 
principles. Much consideration has been given to the problem of 
devising methods of rendering prompt, practical, and efficient equity 
financing of small business. Experience under the legislation may 
indicate the necessity for modification of the program; but under the 
bill the all-important start is made. 

Title I of the bill recites the policy of Congress to foster the growth, 
independence, and stability of small business in this country and to 
provide additional sources of equity capital for such concerns, with 
the admonition that such policy must be carried out in a manner that 
will insure the maximum participation of private financing sources. 
Recognition is given to the fact that local and State development 
organizations should be encouraged, and that they need supplemental 
financial assistance. 

Title II recommends an initial appropriation of $220 million to 
support Federal participat i0n in the prog im. No experie ‘e exists 
with respect. to the type of small-business financh ia conte ‘mpl: ated 
under the bill which would provide a basis for a rec ise evaluation 
of the amount of funds required for this program. However, based 
upon experience with the present SBA financing requirements, and 
with consideration as to the anticipated demand for equity capital, 


the suggested amount is believed to be within necessarv and reason 
able bounds 
| “ Se eas re e é 

As I have previously indicated, this proposed financing program 
must be Vit wed as a pilot proje 1. Vi it 1 due re ognition LO the possible 
necessity for future changes. I have recommended, therefore, that 
the new program grow out of the present Small Business Adminis- 
tration organization and its already operating financial programs. 


Congress created the Small Business Administration, in part for the 
specific purpose of providing financial and other assistance to small 


+ 


business in this country 

The agency h is an active, 1ationw ide le li g program; it has eX- 
perienced engineers, appraisers, and financial specialists, as well 
more than 40 persons prese ntl} employ ed who re investment 
banking type o yf expe rience; it has expert knowledge of the manage- 
ment problems : and credit matters of small business; and it is dealing 
daily with commer ‘ial banks, investment bankers, and other inter- 
mediate credit groups. 

SBA has been in existence for almost 5 years during which time it 
has established strong Washington and field organizations. The or- 

ganizational structure is so designed that it would permit the absorp- 
tion of programs similar to those proposed in H. R. 12057 without the 
necessity of establishing new and expensive operating units, whereas, 
a new agency would require a considerable period of time merely to 
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recruit personnel and developing a functional organization. A new 
agency would be unable to render the required services until it could 
assemble a qualified staff, and as I have already indicated it is ex- 
tremely difficult to recruit experienced employees in the financial field. 

If a new agency were established to provide equity capital to small 
business it would ‘undoubtedly find it necessary to establish field offices 
in many of the cities where SBA already has such offices. While it 
may be contemplated that a new agenc y would utilize the facilities 
and technical personnel of SBA and ‘other Federal agencies on a reim- 
bursable basis such a program would give rise to many administrative 
difficulties. Each agency normally budgets and staffs for its own pro- 
grams which would necessarily have ‘priority. Thus, it would be 
difficult for the new agency to obtain prompt and efficient service from 
SBA and other agencies. The necessary delays might impair the 
efficiency of the operations of the new agency. 

We have attempted to deve ‘lop estimates of the comparative cost of 
oper: ation under H. R. 12057 (Mr. Talle) and H. R. 12182 (Mr. 
Spence). In one estimate we assumed that the work under H. R. 
12182 (Mr. Spence) would be performed entirely in Washington, the 
field activities being either performed by Washington staff or em- 
ployees obtained from other Government agencies on a reimbursable 
ne It appears to us that establishing a Small Business Invest- 
ment Administration to operate on a centralized basis would cost, at 
a ve os minimum, $400,000 more per year than for the same opera- 
tions to be conducted by the Small Business Administration. 

If, on the other hand, a field organization were contemplated for 
the Small Business Investment Administration, it is our observation 
that the increased cost over comparable services in the Small Business 
Administration would be at least $1 million; the latter type of organi- 
zation assumes 12 regional offices located in accordance with the Fed- 
eral Reserve districts and a minimum-size organization in each re- 
gional office. 

The Small Business Administration is the logical instrumentality 
promptly to initiate the program set forth in H. R. 12057 (Mr. Talle) 
r H. R. 12182 (Mr. Spence) with a minimum of new administrative 
expense. 

i am aware that in the view of some, the requirements of a lending 
program are incompatible with the requirements of an equity-capital 
program. I do not believe this necessarily to be the case. I am in- 
formed, for example, that in Great Britain the Government has estab- 
lished an Industrial & Commercial Financial Corp., Ltd., and Can- 
ada has an Industrial Development Bank. These organizations en- 
gage both in lending and supplying equity capital without any ap- 
parent difficulty. 

I have discussed the question with officials of the Canadian Indus- 
trial Development Bank and have been assured that no conflict or 
other difficulties arising out of the combination of programs have 
developed. Moreover, I would like to point out that under H. R. 
12057 (Mr. Talle) it is not contemplated that the Government would 
engage in any function other than lending. The equity-capital pro- 
gram would be placed in the hands of the private investment asso- 
ciations. 

I might add that SBA would maintain a separate accounting for 
the funds used in connection with the lending programs established 
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under the proposed bill. I have particular reference to title V re- 
lating to loans to small-business investment associations. Thus, ex- 
perience as to the success of this program could be developed and 
confusion with the regular lending programs be avoided. 

Title III of the bill clarifies and expands the present authority of 
SBA to make financing available through the medium of private 
local and State dev elopment- credit groups. At present, SBA makes 
secured loans to local private nonprofit development-credit organiza- 
tions where it is demonstrated that the proceeds of the loan will be 
used to assist a specified small-business concern. 

Title III of the bill makes this limited lending authority more 
effective not only by making State development-credit corporations 
eligible to receive secured loans, but also by authorizing SBA to make 
funds in excess of $250,000 available to any such borrower provided 
no more than $250, 000 is used for any one small-business project. 

Under title III, as in the present SBA business-loan program, no 
financial assistance may be extended unless it is not available from 
other sources on reasonable terms and all loans must be so secured as 
reasonably to assure repayment. Interest on such loans is limited to 
6 percent per annum. Loans may be made for a period of 10 years and 
an additional period up to 10 years is available, if necessary, for the 
orderly liquidation of the loan. 

In the interest of protecting Federal funds and making certain 
that they will be used in a manner to carry out the aims of the legis 
lative program, SBA is authorized to establish criteria which the local 
or State development groups must meet in order to be eligible for 
financial assistance. Such criteria would include the establishment of 
a minimum amount of local financial participation required for 
eligibility. 

This segment of the program should encourage the formation of 
local and State development corporations. Such organizations have a 
direct and personal interest in the welfare and development of the 
community served by the small-business concerns in which they oper 
ate. This interest assures substantial and continuing assistance to such 
concerns from such sources. Ultimately, private funds should pro- 
vide all the capital for operating such development corporations. 
The activities of local and State deve ‘lopme nt corpor: ations are grow 
ing. These groups are in an admirable position to lend aid to small 
business in the equity field. The growth of the local corporations is 
attested to by the fact that the Department of Commerce has listed 
over 2,000 of them. State development corporations have been 
authorized in 17 States and are actively functioning in 7 of them. The 
Small Business Administration, aware of the intense interest in this 
subject, commissioned two studies on development groups, one on State 
corporations by Dr. Edward B. Shils of the Wharton School of Busi- 
ness and Finance of the University of Pennsylvania, and one on local 
corporations in the State of Minnesota by Dr. Ralph R. Fjelstad of 
Carleton College. These studies were printed April 18, 1958, by the 
Senate Committee on Banking and Currency, and I am sure are 
available for your use. 

The Government’s interest in loans made under this authority, 
in most instances, will be protected by mortgages on real estate, 
factories, and equipment, since the principal use of these funds will 
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be to assist local groups to construct facilities for small-business 
enterprises to lease and ultimately purchase. 

Title LV of the bill represents a — ant departure from the pres- 
ent SBA business loan program. Under this authority, SBA will 
be empowered to make loans to State development cor porations. Such 
loans may be secured or unsecured and may be made upon such con- 
ditions as the Administration shall determine to be appropriate. 

This general lending authority, however, is subject to the following, 
among other, limitations designed to safeguard Federal funds and 
insure sufficient local participation. The proceeds of the loan must 
be used to assist small business; they may not be used to encourage 
or subsidize the relocation of business if such relocation shall effect 
a significant reduction of employment in any other area or where the 
relocation is for other than a sound business purpose; there is no 
specified limit ation on the amount of such loans but the funds bor- 
rowed by the State development corporation from all sources includ- 
ing this Administration, shall not exceed four times the paid-in cap- 
ital and surplus of such corporation; nor may the loans made by the 
Administration to the corporation exceed the total amount of funds 
borrowed by the corporation from all other sources; loans by the 
Administration may be for a period of 10 years plus any appropriate 
additional amount up to 10 years necessary for the orderly liquidation 
of the loan; the maximum interest rate is limited to 6 percent. 

Title IV thus provides financing to enable State development cor- 
porations to render greater services to small-business concerns, in- 
cluding equity financing. The funds supplied for these projects 
will - protected through the development corporation by the par- 
ticip: tion and active interest in the project of local businessmen who 
will be in a position to furnish control of expenditures and manage- 
ment assistance. 

Titles V and VI of the bill establish procedures designed to foster 
and encourage the organization of private small-business investment 
associations, established solely to make equity financing available to 
small-business concerns. 

The investment associations may be chartered under local authority 
or where no such local authority exists. Title VI of the bill authorizes 
the Small Business Administration to charter the associations. These 
groups are required to meet specified standards of organization and 
operation in order to qualify as small-business investment associations. 
The minimum paid-in capital for any association must be $100,000; 
the minimum number of shareholders is 10; such associations are au- 
thorized only to advance funds to small-business concerns through 
loans evidenced by convertible debentures; such debentures are con- 
vertible into stock of the small-business concern at the option of the 
association or a holder in due course up to the effective date of call 
by the issuer. 

The charter of the associations must be approved by the Admin- 
istration and the association must meet requirements for operation, 
financial reports, auditing and examination as may be established 
by the Administration. 

The association shall make investments only by lending to small- 
business concerns under criteria established by the Administration. 
The maximum investment in any one small-business concern shall not 
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exceed either 20 percent of the association’s paid-in capital and surplus 
or $250,000, whichever is less. 

Small-business investment associations which meet the foregoing 
criteria are eligible for financial assistance from the Small Business 
Administration, subject to the following limitations: Loans by the 
Administration to any one investment association shall not exceed 
an amount — to two times the = capital and surplus of the 
association, such loans are not required to be secured, and may be on an 
amortized or ‘anemia basis; and such loans shall bear interest at 
the rate of not more than 6 percent and shall have a maturity of not 
more than 10 years, with an additional 10 years available for orderly 
liquidation. 

Small- business concerns receiving a loan from investment associa- 
tions are required to purchase stoc k of the association in an amount 
equal to 5 percent of such loan. This encouragement of investment of 
private funds in the association will make, in due course, Federal 
participation unnecessary. 

Title V also contains provisions which limit the amount of invest 
ment of an association in the stock of small-business concerns to a 
total equal to paid-in capital and surplus in order to avoid the possi- 
bility of the Federal Government acquiring ¢ equitie s in private busi 
ness. Further limitations are set out which avoid the use of financial 
assistance unfairly to subsidize the relocation of business or unfairly 
to compete with private financing sources. 

SBA will exercise close supervision and control over the operations 
of such small-business investment associations, through regulation and 
examination. Associations which violate the act or said regulation 
subject themselves to forfeiture of benefits and franchise. However, 
before an association chartered by the SBA can be dissolved, noncom 
pliance must be determined by a court. SBA can enjoin violations of 
the act or its regulations by court action. 

Title VII of the bill provides for exemption from the Securities 
Act of 1933 and the Investment Company Act of 1940, which I believe 
to be necessary for orderly administration. I would like to express 
my personal views about this title. Under these provisions, securities 
issued by the ee business investment associations, specifically, 
would be exempt from the hte of the Securities Act of 1933. 
This exemption is suggested by me because it is not anticipated that the 
organize rs and stockholders of these ¢ ‘lose ly super ised investment 
associations will need the type of protection contemp lated n the 
Securities Act. 

The exemption from the Investment Company Act of 1940 is es 
sential, in my opinion. Without the exemption, the small-business 
investment associations would be subject to the provisions of the In 
vestment Company Act and to regulation by the Securities and Ex 
change Commission. Under the act, these groups would be required 
to register with the SEC: they would be subject to controls and quali 
fications with respect to directors, officers, and employees: they would 
suffer certain limitations in exchanging securities: they would be 
subject to the regulations of the Commission regarding the purchase 
and distribution of securities; statutory provisions of the act would 
control borrowing, the issuance of senior securities, ¢: capitalization of 
the companies, payment of dividends, elections me activities of di) 
rectors, and many other similar matters: they would be required to 
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report to the Commission and to maintain such records in such form 
as the Commission may prescribe. 

I do not believe that the small-business investment associations 
can meet the requirements of the Investment Company Act and still 
perform the functions for which they would be established under the 
bill. For example, under the bill, it is proposed that these companies 
be permitted to borrow from SBA funds in an amount up to two 
times paid-in capital and surplus. On the other hand, under the 
Investment Company Act, such borrowings would be limited to one- 
third of a company’s total assets. 

Moreover, to subject investment associations to the provisions of 
the Investment Company Act would subject them to the supervision 
of two government agencies. As a result, the Administrator of the 
Small Business Administration would have the res vonsibility for 
the success of the proposed equity-capital program, but would find 
himself without authority to exercise final supervision over the in- 
vestment associations and, thereby, to insure that success. Full 
disclosure would be required under this bill, that is, the bill that I am 
recommending, and there is, of course, no intent to weaken the laws 
enforced by the SEC or to permit frauds on investors. 

Investment associations, under the bill, would be subject to close 
regulation by SBA. ‘The public interest is thereby protected. The 
function of these associations is significantly different from the func- 
tion of the groups which are regulated under the Investment Company 
Act. The former do not engage in underwriting or reselling securt- 
ties. Their function is, I believe. more ani alogous to banking, which 
is exempt under the Investment Company Act. Under all these cir- 
cumstances, I believe that a waiver of the provisions of the Invest- 
ment Company Act is both necessary and appropriate if this con- 
templated equity program is to be administered successfully. 

[ am informed that representatives of the Securities and Exchange 
Commission disagree with the foregoing personal views I have ex- 
pressed. I believe the committee may wish to have the benefit of the 
Commission’s comment. 

Certain amendments to the Internal Revenue Code of 1954 have 
been included in title VIII of the bill, with a view to encouraging 
the formation of investment associations. Under this title, any indi- 
vidual or corporation would be allowed an ordinary loss—rather than 
a capital loss—where such loss is derived from the sale or exchange 
of stock in the small-business investment association. Also, a small 
business-investment association will receive a similar ordinary loss 
deduction on convertible debentures—including stock received pur 
suant to the conversion privilege—acquired under title V above. 
Further, a div re received deduction equal to 100 percent of divi- 
dends received by a small-business investment association is author- 
ized. 

These amendments to the Internal Revenue Code will give impetus 
to the establishment of small-business investment associations and 
provide a basis for private capital to replace public funds. 

Title IX repeals section 13 (b) of the Federal Reserve Act 1 year 
after enactment of the bill, and requires the Federal Reserve banks, 
within 60 days after enactment, to pay to the Government the amount 
which the Secretary of the Treasury has heretofore paid to such banks 
under said section of the Federal Reserve Act. 
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It appears to me that the proposed legislation meets the standards 
which I suggested earlier should govern legislation designed to sup- 
ply additional small-business equity capit: ul and long-term financing. 
The contemplated program is flexible in that it approaches the prob- 
lem of supplying the necessary financing through local private de- 
velopment groups, through State development corporations, and 
through the medium of new financing entities, small-business invest- 
ment associations set up under the act. Provision is made for both 
secured and unsecured lending, with liberal terms as to the amount 
and duration of the loans. The proposed legislation does not either 
contemplate or require massive Government action in the initial 
stages. However, as the effectiveness of the program may grow and 
expand, so may the program be expanded. 

The legislative proposal does not require the establishment of new 
Government agencies or new Government offices. By utilizing the 
existing facilities of the Small Business Administration, duplication 
of activities and facilities, with consequent financial waste and in- 
efficiency, is avoided. 

The bill contemplates maximum use of presently existing private 
financing institutions as well as State and local organizations. To 
as large an extent as possible, financial assistance under the bill may 
be funneled through organizations now in being. 

Through the utilization and encouragement of local groups and by 
relating the amount of loans to the amount of private capital raised 
for the development and investment programs, the bill encourages the 
active participation of local organizations and thus gives to the 
Federal Government the benefit of the supervision and specialized 
knowledge as well as the energies of such groups. 

Since the bill contemplates utilization of already established organi- 

zations, the financing program set out in the bill may be put sae 
way without the delays that are inevitable if the establishment of : 
large and complex agency is required. 

The bill, in my opinion, prov ides the maximum safeguards to 
Federal funds consonant with the contemplated financing programs. 
It avoids Federal ownership in private business, and precludes the 
use of Federal funds in competition with private financing institu- 
tions or to provide inequitable subsidies which may be used to lure 
industry from one locality to another. 

For all these reasons, I urge earnest consideration of H. R. 12057. 

May I now comment briefly upon other House bills which oid 
provide various types of expanded financial assistance eae ams for 
the benefit of small business, different in scope or procedure from that 
contained in H. R. 12057 (Mr. Talle). A discussion of H. R. 10345 
(Mr. Patman), H. R. 10980 (Mr. Multer), H. R. 12026 (Mr. Hill), 
H. R. 12064 (Mr. Patman), and H. R. 12182 (Mr. Spence) will 
suffice, I believe, since the programs established by said bills are 
representative of programs contained in all bills which are not com- 
panion bills to H. R. 12057 (Mr. Talle) 

These bills, clearly the result of careful study and consideration, 
contain many excellent features. In fact, many of these features 
appear, in one form or another, in H. R. 12057 (Talle) which I have 
recommended to this committee. The latter bill, however, is best 
adapted to give effect to the principles which I outlined above as a 
standard to which legislation of this type should conform. 
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First, as to H. R. 10345 (Mr, Patman): This bill would create a 
new Federal small business agency—Small Business Capital Bank 
Board—which would charter and give financial aid to banks in the 
Federal Reserve districts; which banks would, in turn, give financial 
aid to State-chartered investment associations as well as local and 
State development corporations and existing investment companies; 
which banks and institutions would provide small business concerns 
with long-term loans and equity capital. Funds for the administra- 
tive agency would be provided from uncommitted 13b funds, trans- 
fers from the surplus accounts of the Federal Reserve banks, and 
private investors. 

I, of course, concur with the objective of this bill to provide small 
business concerns with risk capital. However, as I have indicated 
previously, I do not believe that initiation and administration of such 
a program requires or justifies the establishment of a new Federal 
agency which would duplicate functions, personnel, and facilities 
which can be made available through the Small Business Administra- 
tion. The establishment of a new Federal agency at this time would 
involve the expenditure of Federal funds in an amount far in excess 
of that commensurate with the foreseeable needs of the program. 

In addition, this committee, I am sure, is well aware of the normal 
delays and frustrations accompanying the organization and initial 
operations of a new Federal agency. I am afraid it would be some 
time before small business would receive any benefits under this pro- 
gram. Further, the requirement that private investors underwrite 
part of the initial expense of such a plan could entail serious delays in 
the initiation of the program. 

[ might also add that, as I understand this bill, it provides for the 
Government purchase of an equitable interest in the small business 
investment associations, and, of course, I have not recommended that 
that principle be followed. 

Next, as to H. R. 10980 (Mr. Multer) : Under this proposal, a Small 
Business Investment Corporation would be created to purchase stock 
of incorporated small business concerns. Funds for the administra- 
tive agency would be provided by the Government and the public. 

This bill also contemplates the establishment of a new Government 
agency to perform functions which, in my opinion, may be performed 
more effic iently by Small Business Administration. Moreover, al- 
though I am in favor of the general aims of this legislation, I cannot 
recommend any plan which permits Government ownership and 
management of the small business concerns of this country through 
the acquisition of stock or otherwise. 

Next, as to H. R. 12026 (Mr. Hill) : Under this bill one State-char- 
tered Development Investment and Credit Corporation would be li- 
censed by the Small Business Administration—the administrative 
agency, managed by a five-man board—in each State for participation 
in the program. Such corporations would provide equity capital and 
loans for small business concerns with funds acquired from the Small 
Business Administration—$5 million per corporation—and matching 
funds acquired from other sources. Government funds could not be 
used to relocate a business concern. The amount and maturity of 
business loans now made by the Small Business Administration would 
be expanded; and the Administration could make grants to State 
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governments, State development investment and credit corporations, 
or schools for small business research and counseling. 

In my opinion, such research and counseling can better be handled 
under contracts issued by SBA rather than through the medium of 
outright grants. SBA presently has x authority “to issue such con- 
tracts. Title IV of H. R. 12057 (Mr. Talle), which authorizes un- 
secured loans to State development credit groups, is, in many respects, 
similar to Mr. Hill’s proposal, H. R. 12026. 

Now, as to H. R. 12182 (Mr. Spence) and H. R. 12064 (Mr. Pat- 
man) : "These bills are identical in all respects, including the creation 
of anew Federal agency (Small Business Investment Administration) 
to administer the program, exc ept that H. R. 12064 would establish 
a new Small Business Policy Board to guide the activities of the 
Small Business Investment Administration and the Small Business 
Administration ; this Board would replace the Loan Policy Board cre- 
ated under the Small Business Act of 1953. The administrative 
agency would charter, purchase stock in, and make unsecured loans 
to investment companies which, in turn, would make loans to and pur- 
chase convertible debentures of small business concerns. Such agency 
would also make unsecured loans to State and local development cor- 
porations, which would provide equity capital to small business 
concerns. 

As indicated above, I cannot justify and hence cannot recommend 
the establishment of a new Federal agency to initiate and administer 
the program contemplated under H. R. 12064 and H. R. 12182. Es- 
tablishment of a new agency would, in my opinion, result in unneces- 

sary expenditure of Federal funds and in delay and duplication of 
functions, personnel, and facilities readily available through the Small 
Business Administration. 

Hence, while I concur with the broad purpose of the programs rec- 
ommended under the foregoing bills which provide expanded financial 
assistance for the benefit of small business, for the reasons set forth 
above, I favor the program contemplated under H. R. 12057 (Mr. 
Talle). Prompt and efficient assistance to smal] business is assured 
through use of existing Government facilities for administration of 
the program. Funds are made immediately available to privately 
owned and managed intermediate credit institutions on a sound and 
controlled basis, which in turn enable these institutions promptly to 
provide small business concerns with financial aid in the form of 
loans and ey capital. The Federal Government remains free of 
any ownership in the small business concerns or the intermediate 
credit institutions and thus preserves private initiative and ownership 
at both the lending and borrowing level. 

Passing on now to area redevelopment, I favor the program rec- 
ommended by the administration and embodied in a number of bills 
pending in this committee, including H. R. 5500 introduced by Mr. 
Van Zandt. Under this proposal, the Secretary of Commerce is au- 
thorized to cooperate with the States in planning and financing ” 
economic development of depressed industrial areas. The Secretar 
may make grants of up to $1.5 million each year for technical nash: 
ance, inc ‘luding studies to determine the economic needs and potentials 
of such areas. In addition $50 million is authorized to be appropri- 
ated as a revolving fund to provide financial assistance in industrial 

redevelopment areas for the purchase and development of lands and 
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facilities for industrial usage, for the construction of new factory 
buildings, and for the conversion or rehabilitation of existing factories. 

In its present form, H. R. 5500 confines assistance to industrial 
areas. In my view the need is greatest in the urban centers. How- 
ever, I would have no objection to an amendment extending compara- 
ble assistance to a limited number of rural areas. For this purpose a 
commensurate increase would be required in the $50 million 
authorization. 

The welfare of small businesses, whether located in depressed areas 
or elsewhere, is, of course, a matter of special concern to the Small 
Business Administration. ‘The duty of assisting such businesses rests 

rimarily on us. H. R. 5500 involves no duplication of this activity 
ause it contemplates that the Secretary of Commerce will, to the 
extent practicable, utilize the services and facilities of the administra- 
tion in carrying out the program. Instead of attempting to establish 
a rigid demare ‘ation line between the functions of the two agencies, 
the bill leaves them free to work out the details of a cooperative effort 
for the assistance of small business concerns in rehabilitation areas. 
This flexible system will, I am sure, be highly successful. 

Mr. Chairman, I prep: ared the comments as suggested by you on the 
adequacy of facilities for financing small business, and I w ‘ill be glad 
to either read them or put them in the record at this time. It is a 
continuation of the remarks that I have made, but it applies 


specifically—— 

Mr. Parman. Does that apply to my letter? 

Mr. Barnes. Yes, sir. 

Mr. Parman. I suggest you place it in the record, Mr. Barnes. It 
will be available for the examination of the members. 

(The document referred to follows :) 


COMMENTS BY WENDELL B. BARNES, ADMINISTRATOR, SMALL Business ADMINIS- 
TRATION, ON ADEQUACY OF FACILITIES FOR FINANCING SMALL BUSINESS 


Mr. Patman has requested that I comment on the adequacy of the facilities 
for financing small business. 

I believe that it would be fair to say that most observers concede that small- 
business concerns do not have ready access to all the long-term credit and 
equity capital which they may need. While there may be general agreement as 
to the existence of such credit gaps, the extent of this gap is most difficult to 
evaluate. Consequently, there is more diversified opinion as to the need for 
additional sources for long-term credit and equity capital. 

In considering the availability of credit to small business I must mention 
the many and varied private institutions which continued to do an excellent 
job in supplying the bulk of the credit needs of small-business concerns. If my 
testimony before the Select Committee on Small Business, November 21, 1957, I 
discussed these private sources of financing in some detail. 

The Small Business Administration business-loan program has been an impor- 
tant source of longer term credit for many of the smaller enterprises. However, 
this financial-assistance program, as it presently exists, has certain reasonable 
limitations which are contained in the Small Business Act. The loans we now 
make must, under the statute, “be of such sound value or so secured as reason- 
ably to assure repayment * * *.” With certain minor exceptions these loans 
may not be in an amount in excess of $250,000; nor may they exceed a term of 
10 years. While I do not believe that these conditions are unduly restrictive, 
nevertheless, as I have indicated, it does not appear that this lending program, 
in its present form, meets all of the financing needs of the small-business 
enterprises. 

From time to time, witnesses before congressional committees as well as 
other commentators have stated that there is no need for the type of credit 
extended by the Small Business Administration. These statements are at 
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variance with my experience as Administrator. I think it is sufficient answer 
to point our to this committee that when the economy is expanding and credit is 
tight or when the economy is undergoing the type of adjustment we see today 
the rate of applications for SBA financial assistance and the number of loans 
this Agency authorizes climb sharply. During the recent months the demand 
for SBA financial assistance has substantially exceeded all our previous expe- 
rience. 

It might be helpful to this committee if I summarize the adequacy of long-term 
funds for small business as described by the Federal Reserve Board study. 

On the basis of the extensive studies which were conducted by the research 
staffs of the Board of Governors and the Federal Reserve banks of the financing 
problems of small business, Mr. George Garvey of the Federal Reserve Bank 
of New York drew the following conclusion: 

“The shape of risk and cost curves at the frontiers of lending, and the 
probability distributions involved, are likely to be such as to produce divergent 
conclusions from independent experts. There is some evidence in the background 
studies, however, that there is an unfilled margin, perhaps a rather thin one, 
between the volume of funds available to small concerns in general, and to new 
firms in particular, and the volume that could be put to use without prohibitive 
risk. It is also possible that this margin varies with changes in credit and 
business conditions. 

“Perhaps the best help for small business at the present stage of economic 
development would be the maintenance of an expanding, reasonably stable 
economy, with personal incomes rising. This is not inconsistent with the desira- 
bility of broadening the financial facilities available to small business, but it 
suggests that the net contribution to small business to be expected from such 
facilities would be relatively minor compared with the more generalized effects 
of the maintenance of all-around business prosperity.” 

Mr. Garvey also stated this conclusion : 

“While the financing problems of small business have received more public 
attention since the war than most other small-business problems, it is by no 
means established that financial difficulties are more pressing than others which 
confront small concerns. Financing, production, marketing, management, and 
other problems of small business are all closely interrelated. Any significant 
and durable improvement in one area depends on simultaneous progress in related 
areas. This is one of the reasons why recently expanded activities of the Fed- 
eral Government in the field of small business have involved assistance in such 
aspects as marketing and research.” 

The students of the problem had different viewpoints. Dr. Irving Schweiger 
found that during the 11 years, 1946—56, there was a net expansion of 1,045,000 
firms in the business population. A crude but probably conservative estimate is 
that these additional firms involved initial investments totaling approximately 
$10 billion of which about $6 billion was in equity form. Gross investment in 
the 4,310,000 new firms established in this period was approximately 4 times as 
large. This huge flow of investment funds to small businesses went almost 
wholly through informal channels. 

He brought out some further data which tends not to support the widespread 
belief that means and sources of credit are becoming more limited to small 
business all the time. 

Schweiger stresses that “the piecemeal approach is particularly unsatisfactory 
in this case because there are so many sources of credit available to small busi- 
nesses: Banks, trade suppliers, commercial finance companies, factors, insurance 
companies, officers and stockholders, friends, relatives, and other sources are all 
available and are utilized in varying degrees. Further new credit instruments 
have been developed in recent years such as equipment and accounts receivable 
financing which are of particular importance to the small company. The flexi- 
bility provided small business by the variety of its credit sources gives it a 
capacity to minimize the effective restriction on any of its individual borrowing 
sources.” 

Schweiger, for example, produces data which tends not to support the wide- 
spread belief that means and sources of credit are becoming more limited to small 
business all the time. In the 11 years 1946-56 noncorporate firms increased their 
outstanding debt to corporations by about $34 billion. Put it another way, the 
average debt of corporations to noncorporate concerns rose from $1,800 in both 
December 1939 and December 1945 to more than $10,000 at the end of 1956. 

The paper submitted by Victor L. Andrews, Seymour Friedland, and Eli Sha- 
piro, Who Finances Small Business? states that it is impossible to present a 
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simple and comprehensible picture of how small businesses or any of it major 
segments are financed. There is evidence, however, of new lending techniques by 
existing lenders, as well as the creation of new types of financial institutions 
adapted to the needs of would-be small-business borrowers. Trade credit has 
grown in importance, they say, as a source of funds since 1900. Large firms with 
suflic ient funds can extend generous terms, defer invoice dating and make other 

concessions. Merchandise suppliers sometimes make occasional loans to customers 
or suppliers or guarantee the credit of a small company. A form of extension of 
credit is found in the practice of providing equipment related to the merchandise 
being sold—for example, a beverage distributor may supply coolers to his cus- 
tomers. Equipment financing is important as is the leasing of equipment, such 
as tools and trucks. Many equipment manufacturers sell at discount the equip- 
ment paper resulting from their sales or set up financing subsidiaries. Although 
evidence is inadequate, it is highly possible that in periods of tight money inter- 
business financing becomes more attractive to the small borrower as trade credit 
expands 

In the paper submitted by leading authority A. D. H. Kaplan, of the Brookings 
Institution, and Paul H. Banner again it is stated that some developments have 
reduced small businesses’ need for capital, among them installment purchases of 
equipment, use of rented machinery and trade credit. The too great reliance on 
the latter may lead to loss of control. Finance companies have alleviated the 
burden of carrying installment sales paper 

The studies on adequacy of long-term credit for small business are not too 
convincing. The study made by the National Association of Manufacturers 
in 1950 showed that only 12 percent of its members were in immediate need of 
funds and the smaller the firm, the greater the need for additional funds. 
The Department of Commerce in 1955 conducted the most extensive survey 
with questionnaires sent to 15,000 firms. It found that the small- and medium- 
size business predominantly desires loans rather than equity capital—93 per- 
cent of the funds were desired in the form of loans. This fortifies the con- 
clusion that the major emphasis is on personal savings as the basie source of 
equity capital due to small business’ hesitation to turn to outsiders for fear 
of loss of control. The Commerce study shows that, while 7 percent of the 
funds demanded were in the form of equity, only 3 percent of the supply was 
in that form. 

Dr. Kaplan concluded that “A review of financing facilities available to small 
business leads to the conclusion that they are inadequate. Inadequacy can- 
not be proven in precise statistical terms. The nature of the problem does 
not allow for precision in measurement. Our conclusion is not based solely 
on such statistical data available; it is also inferred from the information avail- 
able from interviews and congressional hearings; it is also based on the belief 
of what could and should be accomplished.” 

Dr. Kaplan believes that the Commerce survey in 1955 brought out that 
many firms in need of funds did not even approach lenders because past ex- 
perience or “common knowledge” indicated there was no use in trying. “The 
greatest need is for an institution to which small business can bring its need for 
capital. There is no opportunity for small business to outline its plans for 
growth, indicating the type of capital it requires, and secure advice on and con- 
sideration of its plans. Small business could think in this manner if there were 
a point in so doing.” 

If members of this committee have any questions, I will be happy to attempt 
to answer them. 

Mr. Parman. We are indebted to you for a fine statement, Mr. 
Barnes. You have given us very many constructive suggestions 
which will be given consideration by this committee. I know they 
will all be helpful to us. 

Dr. Talle, would you like to interrogate the witness ? 

Mr. Tatts. Thank you, Mr. Chairman. 

Your statement is clear, comprehensive, and well organized, Mr. 
Barnes. I think it is certainly in harmony with approved business 
practices in the United States. 

Mr. Barnes. Thank you, Mr. Talle. 

Mr. Tate. I have no further comments to make at this time, Mr. 
Chairman. 
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Mr. Parman. Mr. Multer? 

Mr. Mutter. Thank you, Mr. Chairman. 

Mr. Barnes, you have made a very comprehensive statement and 
I am sure that it represents your best thinking on the subject. While 
some of us will disagree with some of the things you have said, we do 
appreciate the time and attention you have given to the matter. 

Did your office participate in the preparation of H. R. 12057, the 
Talle bill? 

Mr. Barnes. Yes, sir. 

Mr. Mutter. It is your idea—— 

Mr. Barnes. As a matter of fact, in a number of bills, Mr. Multer, 
to the best of our ability. 

Mr. Mutter. Yes, sir. And it is your best thought that the best 
way to operate this program is to keep it all within the Small Busi- 
ness Administration ¢ 

Mr. Barnes. It is, sir. I have indicated the reasons. I will be 
glad to elaborate them, if you wish. I want to assure this committee 
that we have no reluctance at all to try to administer such a program 
to the best of our ability and with enthusiasm. 

In our lending program, as indicated in reports to this committee 
and in our semiannual reports to the Small Business Committees, it 
is apparent that from time to time we see situations in which a loan 
cannot be made by reason of the lack of capital or the disproportion 
of capital of the borrower to the funds sought. We have been in the 
equity capital field for 3 or 4 years now, and dealing with investment 
bankers and explaining to borrowers steps they might take to obtain 
equity capital from private sources. I therefore say that it is a field 
that we have been in, in a limited way, we have the type personnel, 
the engineers, appraisers—all of these are essential in an equity capi- 
tal program. 

Mr. _ ll In order to understand the problem, I think we had 
better get some basic definitions. 

Mr. Barnes. All right, sir. 

Mr. Mutter. That means defining equity capital as against credit 
or loan capital. Will you tell us the difference between equity capital 
and credit? 

Mr. Barnes. I do at the risk of being attacked by a lot of experts 
on the subject, because this is a matter of opinion and difference in 
views. 

Of course, credit, loan capital, is normally that which is expected 
to be repaid over more or less a shorter period. It normally is not in- 
vested in the permanent longtime assets of the business, but is used 
as working capital to revolve or purchase the type of assets which 
depreciate quickly. 

As you get into capital assets which have a long period of usage, 
or the essentials of capital to begin to operate a business, this is the 
risk or equity capital that I have referred to. 

Mr. Motrter. Is it safe to say that in your opinion the equity capi- 
tal or risk capital should be in the nature of permanent investment 
in the business, while loan capital—we should not call it capital—the 
loan or credit advances are just that, advances. They are not in- 
tended to remain permanently in the capital structure of an enter- 
prise. 

Mr. Barnes. Yes, sir. 
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Mr. Mutter. They are to be returned. Am I not right? 

Mr. Barnes. You are right, sir. 

Mr. Mutter. Now, if we are to draw on our experience of the past, 
particularly in the banking field, which is primarily a lending indus- 
try, we know that the worst failures and the biggest failures among 
the banks occurred after the 1929 crash in this country, and they were 
brought about in very large measure because the banks mixed their 
investing facilities and their lending facilities, and had large sums of 
money in capital ventures as risk capital and equity capital, and when 
they went sour in the depression, the banks had to close up. Isn’t that 
a fair statement of what happened in those days? 

Mr. Barnes. Yes, sir, plus some unwise risks. 

Mr. Mutrer. There are other factors, of course. But in the main 
we found that the bigger losses of the banks in those days were the 
so-called equity losses rather than the loans. There were loans that 
went bad, too, of course, but I think the big losses came from the 
so-called equity purchases that the banks had made by buying stocks 
in various business ventures. That is a fair statement, is it not? 

Mr. Barnes. Yes, sir. 

Mr. Muurer. Thank you. My 5 minutes have expired. I hope 
I will have an opportunity to ask some additional questions later. 
There are many things in your statement which we should discuss. 

Mr. Brown (presiding). Mr. McVey. 

Mr. McVey. I have no questions at this time, but I compliment you 
on your very fine study, Mr. Barnes. 

Mr. Barnes. Thank you, sir. 

Mr. Brown (presiding). Mrs. Griffiths? 

Mrs. Grirrirus. It isnice to see you again, Mr. Barnes. 

I have no questions. 

Mr. Brown. Mr. Betts? 

Mr. Berts. I want to join in the compliments, Mr. Barnes. I can 
understand examples better than definitions. If money is borrowed 
for plant expansion, that is equity capital ; is that right? 

Mr. Barnes. Not necessarily. In a lending program—and I think 
even a lending program by banks as presently conducted—there may 
be some of the loans, or some of each loan that is in part capital. To 
the extent that it is used for a long-term, fixed asset, which will be 
used in the business permanently, this may be considered a capital 
loan, and many loans will be for more than one purpose—to provide 
working capital and a fixed asset. 

Mr. Berrs. What would be just a plain, simple example of equity 
capital alone? 

r. Barnes. Well, when a business is started, it is usually expected 
that the owner of the business will have enough capital of his own, 
enough risk capital, to enable him to acquire a substantial portion of 
the fixed assets of the business, and to have a percentage of the working 
capital that he will need, none of which has to be repaid. That is the 
important element there. 

Now, if he lacks all of this and borrows funds of this type, that is an 
equity-capital loan. And as he uses other short-term au for work- 
oe or for inventory, this, then, is in the credit field, this latter. 

r. Berrs. Thank you very much, Mr. Barnes. 

Mr. Brown. Mr. Ashley? 

Mr. Asuiey. No questions. 
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Mr. Brown. Mr. Mumma? 

Mr. Mumma. Mr. Barnes, I think you have made a wonderful state- 
ment. There are some points that I don’t quite understand or perhaps 
don’t agree with. I notice that there have been all kinds of bills which 
have appeared daily in the Congress for the last couple of months, to 
do this thing or that thing, and according to the Wall Street Journal 
this morning, the popular conversation in Washington is that of the 
recession now as evidenced by yesterday’s press conference, when it 
wasn’t even mentioned. That is the way I feel about these various bills 
to help small business. I think the biggest help small business can get 
is from small business itself. 

Here you want an equity capital bank, or whatever it is. Under 
the provisions of your act a man can borrow money for 10 years, 
can he not ? 

Mr. Barnes. Yes, sir. 

Mr. Mumma. And then there is a provision here which gives him 
an additional 10 years if he wants to borrow for that time. And 
from my experience, if a man can’t work out in 10 years, he doesn’t 
have much of a business. I can take you back home to a number of 
people who started building houses. One of them today, who has 
built the most houses, his credit is still bad. A young fellow who 
was a policeman, who started in business, today is advertising in ae 
paper for help, and is well fixed financially. That is my idea. If : 
man can’t become successful in 10 years—and I have had very little 
experience with your organization, you know—I don’t think he 
can do it. I think 7 idea of having participation by local banks 
is an excellent idea. I don’t think a bank should be directly inter- 
ested, but when you ask them to take 18 or 20 percent of the loan, I 
think that shows them that you are willing to help. 

I speak about these associations. Would a clearinghouse fit into 
this picture as a sort of intermediary association or responsibility ? 

Mr. Barnes. We do not feel this is necessary, sir, because, in the 
first place, we have been dealing now with the State and local de- 
velopment credit corporations. We have made some 16 loans, I think, 
to the local corporations, and the type of loan that is ae ated 
in this bill, for those two groups, is in reality a mortgage loan on 
real estate and buildings. and this is the thing, as best I am able 
to judge, from talking with a great many of them, that the ‘y want. 
Here a community that sees a chance to bring in an egg hatchery or 
chicken plant or something of that sort, and all they can do is to 
lease it. The business wants a building to lease. And as they try 
to finance it, they usually get their banks in, and the banks may get 
their correspondents i in, but it is difficult sometimes to get insurance 
companies and other large financial institutions into this type of a 
transaction because of the location of the building. It may be in 
a small community, it may not have a ready resale value, or a multiple 
purpose. Wecan deal directly with them, and they are the borrowers, 
and they will meet the credit criteria, and are willing to, of other 
nereowers: It is a safe type of loan. There is always a building and 
amortgag 
New: the third type, where it is the investment association, I believe 
and hope that under the provisions of this bill these will become 
successful moneymaking ventures, through the encouragement from 
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the tax provisions that are included, and that the Government will 
eventually revolve its funds out of these institutions, and they will be 
completely privately owned and it will be a new type of financial 
institution in this country. 

Mr. Mumma. Mr. Barnes, we got off the subject. We were speaking 
of local associations. In my community of Harrisburg, the clearing- 
house has become more active in veterans’ loans. They have per- 
formed a good service. It is not through any one particular bank, 
but through the combined efforts of all of them. 

I just had one thought when you mentioned the chicken business. 
There is a good example—I will not name definite places, but I do 
know that I have three chicken-dressing pl ices In my district, One 
of them was started | vy two Dutchme nN, you might eall them. They 
took an old college building. They didn’t want a new building, with 
everything up to date. They worked on it and they brought it up to 
date. And now they kill 50,000 chickens a day in that area, and 
they don’t need to borrow any $250,000. W hy is that ¢ 

Mr. Brown. Mr. Healey ? 

Mr. Heatry. No questions. 

Mr. Brown. Mr. Hiestand ? 

Mr. Hresranp. Mr. Barnes, I regret that I didn’t hear the first 
part of your statement as I was unable to be here, but in studying tne 
latter part of your statement Iam very much impressed. 

As you know, when we considered in this committee the original 
installation of the Small Business Administration, the organization 
which you head, it was with the thought that small business is, in 
fact, the backbone of American free enterprise, the American economy. 
It was for that reason we felt that a specialized agency should do 
the job. 

We realized also the millions and millions of small businesses, many 
of whom need help, but who somehow or other could not. be reached. 
I wish to state for the record my approval and amazement at the 
success of your Administration. You have done a job and you are 
doing a job, and you are expanding rapidly, and the reactions I get 
not only from the district I represent but from all over and from the 
statistics, is such that the Small Business Administration under your 
direction has had a marked success. That isall, Mr. Chairman. 

Mr. Brown. Mr. Coad ¢ 

Mr. Coap. Mr. Barnes, I wish to join this panei expression 
ot apprec lation for your very fine statement. I also appreciate your 
fine agency and have enjoyed working with you on several instances. 
L value your comments here and I have no questions. 

Mr. Barnes. Thank you, Mr. Coad. 

Mr. Brown. Mr. Seely-Brown ? 

Mr. See.y-Brown. Mr. Barnes, I have two questions at this moment. 


First, is it going to be possible for an Administrator under all of 
the proposals introduced to actually make a determination as to 
whether or not the money used is going to be used to aid a business 
In moving from o1 1e district to another, and if that is so, how can vou 
actually p1 vent p! et 

Mr. Barnes. |] kdieve it is possible, with two provisions that are 
in this particular bill. 
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We have made several loans in which there was this element. A 
business was moving from one area to another. And we wrote con- 
ditions in the loan that had to be complied with. They had to satisfy 
their obligations in the community from which they were moving, and 
we also saw that there actually was in fact a good business reason, such 
as the fact that they had outgrown their present place of business, 
and were unable to get another one in the community and could not 
finance one there. 

In each case these conditions, which are written into the loan, have 
worked. They were complied with, they were fulfilled, and it will 
be possible here to set these conditions up as a criterion of the organi- 
zations which obtain Federal funds under this bill. Then, there will 
be an audit, from time to time, which will make certain that their 
agreements are lived up to. 

Mr. Srriy-Brown. I am not arguing with you, I am just seeking 
answers—imight it not be that what you have done—and I think you 
have done it properly with the loans which you are presently author- 
ized to make—but would not the pressure be much greater when you 
are talking in terms of loans on an equity basis? 

Mr. Barnes. Well, it is true, it is possible that the managers of 
one of these intermediate associations, if they were not responsible 
people, could finance an improper move and it wouldn’t be learned 
until there was an audit later. But I think you have got to assume 
that the States and the private institutions are going to respond, that 
they will be people of substance and character in charge of them, and 
if they agree not to do a certain thing I don’t believe we can anticipate 
that they will spend their time trying to get around the conditions. 

Mr. Srety-Brown. What I am getting at is this: I can see a possi- 
bility—and it is only a possibility—that a development corporation 
in one State, and a development corporation in another State, might 
in fact each be competing to establish a new business, and you would 
have two development corporations each trying to attract the same 
business and you might be sitting in the position of a referee trying 
to decide where that new plant should be located. I am just wonder- 
ing if under the present bills you are given sufficient authority and 
sufficient leeway to make a fair determination on that point? 

Mr. Barnes. Well, if we hear about it, under this bill, the Small 
Business Administration would be authorized to seek an injunction. 

However, if it is a legitimate transaction with a good business pur- 
pose, it may frequently happen that there will be two development 
corporations in different States that would compete. I don’t think 
that we can limit that or prevent it. It may be that they would use 
their own funds, a separate fund set up for this purpose, or something 
of that sort. But they do it anyway and what we would do under 
this bill and the regulations issued under it, would be to reduce this 
to an absolute minimum as far as possible to prohibit the use of Fed- 
eral funds for the purpose. 

Mr. Sre_y-Brown. One other question. On page 24 of your pre- 
pared testimony, in the last paragraph : 

The welfare of small businesses, whether located in depressed areas or else- 
where, is, of course, a matter of special concern to the Small Business Admin- 
istration. The duty of assisting such businesses rests primarily on us. 

Have your statistics indicated a greater rate of applications from 
these depressed areas than other areas ? 
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Mr. Barnes. We made one analysis about 18 months ago or 2 years 
ago, and testifying as best I can from memory, it seems to me that about 
80 to 40 percent of our loans at that time went to businesses that were 
in areas that could be classed as labor surplus areas. We did not use 
any different credit criteria as to those businesses, but obviously, it 
was assistance to the area in reducing unemployment by providing 
funds for businesses to expand in those areas. 

I would not say that there is any increase in applications from labor 
distressed areas as far as I am able to ascertain. This would be a com- 
plicated study and I just can’t say that there is any real connection. 
I think if an area is depressed, it is likely to be depressed for many 
reasons, and very likely because some of the businesses there cannot 
expand. 

[ have felt that this is the best way to bring quick assistance to a labor 
surplus area—that is, by assisting the businesses that are there, already 
established, which have good management and credit records, to 
expand and grow, to take on a new product and expand in other ways. 

Mr. Srety-Brown. Do you think that the various bills which have 
been introduced would have a particularly helpful effect on the so- 
called chronically distressed areas? 

Mr. Barnes. If you will read this report which has been printed by 
the Senate Banking and Currency Committee about the local develop- 
ment corporations in Minnesota, I am sure you will be impressed, as 
J was, with the fact that it largely depends on the leadership given in 
a depressed community. There were instances shown where a small 
city, using very limited funds, but with an unusual amount of in- 
genuity, interest and ability on the part of its businessmen, was very 
successful in developing industries and jobs in that community. And 
I believe I would have to truthfully answer that the most important 
element is the leadership and ingenuity and competence of the men 
in the community that set out to solve the problem. 

Mr. Brown. Mr. Breeding ? 

Mr. Breepine. Thank you, Mr. Chairman. 

Mr. Barnes, I want to join with my colleagues and compliment you 
on your fine statement here this morning. 

I come from what was recently a depressed area of the United 
States, southwestern Kansas, and I want at this time to thank you 
and your organization for what you have done for small business in 
my area. 

Mr. Barnes. Thank you, sir. 

Mr. Breepinc. Certainly you have saved many of them, from closing 
their doors and they are in business today because of your efforts. 

I further wanted to get back to the egg story brought up by Mr. 
Mumma, with regard to establishing an egg factory in a rural area. 
I presume that you have authority to make loans to a cooperative or 
group of people who would presently want to establish such a project 

Mr. Barnes. Yes, we do, under the provisions in the Small Business 
Act. If they comply with those provisions. In the case of a pooled 
loan, if it is that sort of a loan, we can do so. 

The problem is, generally speaking, whether it is a matter that 
relates to agriculture or industry. A program is available under 1 of 
the2. departments. 

We have financed packing plants for poultry, and poultry processing 
plants. I can’t recall offhand what we have done in connection with 
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businesses where there were nothing but eggs involved. But that 
would be our only problem. 

Mr. Breeprine. I presently have an area in my district which is 
asking for such a loan, and it is very much of a grain-producing area 
They raise everything they need to feed chickens with, to produce 
eggs. One person or 2 or 3 people would have an uphill job in trying 
to establish such a business. Certainly it needs to be on a big scale in 
order to get ee tive markets for these eggs, and poultry. 

I take it from your testimony that you are against any legislation 
which would set up or create a new F ‘ederal agenc y;1s that true? 

Mr. Barnes. Yes, sir. I recommended that we do it, and my views 
are based on my own experience, and they are the views of the admin- 
istration. 

Mr. Breepine. I noticed on page 24 of your testimony, in regard 
to H. R. 5500, and in regard to industrial areas, that you woe not 
object to an amendment which would extend some co1 mpal able sist- 
ance toa limited number of rural areas 

Mr. Barnes. Yes, sir. 

Mr. Breepine. What do you mean by “limited number of rural 
areas” ? 

Mr. Barnes. Well, I am on the rural-development committee which 
has been established, and which is working diligently to try to assist 
rural areas which have a marginal or limited per capita income, and, 
of course, one of the ways—other than what can be done on the farms 
themselves, the income of these people can be increased only by stimu- 
lating economic activity in the cities, the small cities which would still 
be classified as rural areas. 

Now, there are some 300 rural areas that are included in one of these 
bills, and it is my understanding that this exceeds the areas that 
actually are in need of this assistance, under the terms of this bill. 

I should add that an area that was not eligible for assistance under 
the area-assistance bill—individual firms from that area would be 
eligible for assistance under the regular program of the Small Business 
Administration, and also under the programs which I have discussed 
this morning. They would still be eligible in the way that any other 
community in the country could take advantage of the provisions of 
these programs already in existence or contemplated by this equity 
capital financing legislation. 

Mr. Breeprne. Thank you, Mr. Barnes. 

That isall, Mr. Chairman. 

Mr. Brown (presiding). Mr. Bass? 

Mr. Bass. Mr. Barnes, it is certainly a pleasure to see you here 
again. You have presented a keen and comprehensive statement, and 
I want to thank you for your contribution. 

Mr. Barnes. Thank you, sir. 

Mr. Brown (presiding). Mr. Patman ? 

Mr. Parman. Thank you, Mr. Chairman. 

Mr. Barnes, in the administration of the Small Business Admin- 
istration, what are your limitations on helping to establish new busi- 
nesses by-providing financing ? 

Mr. B .rNES. The act itself provi es that the loans we make must 
meet the credit criteria of the act, and be so sound or so secure as to 
give reasonable assurance of re pay ment, and normally this is: ascer- 
tained by the past record of the business or what it can show as a 
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realistic projection of its ability to earn in the future, and this is more 
difficult to show in the case of a new business, of course, than in the 
ease of one which has a past record. 

We have to look at the ability of the men operating the business, 
the management, to see if they have had experience, and have had a 
successful record with the businesses they have been associated with, 
and whether or not they know this business well enough to give as- 
surance that they can operate it successfully. 

Then we see what kind of studies they have made on the volume 
they may expect, we ask that they have some of their own funds in- 
vested in the business—since we are not, under our program as we 
interpret it, expected to provide a hundred percent financing, and we 
make a judgment as to w hethe the funds which they have invested 
in'the business, together with what they seek to borrow from us, will 
give them enough funds to operate succ essfully and to earn a profit so 
that the loan can be re paid to us. 

Mr. Parman. Well, that is a little bit afield, Mr. Barnes, as to what 
I really wanted. 

You really do make loans to new businesses; do you not? 

Mr. Barnes. Yes, sir, we have. 

Mr. Parman. And where there is a need for it, and where the 
person who wants to conduct the business has some money to put in 
himself, and where his past record with other businesses has been such 
to justify it; which I think is all right. 

Mr. Barnes. Yes, sir. In other words, we expect them to have 
some capital of their own. 

Mr. Parman. That is right. Now, I agree with you that this ven- 
ture capital idea is real pioneering. I know that. At the same 
time, just as the Federal Housing Administration was pioneering, and 
the FDIC was pioneering. And we have another organization that 
is ploneering, which was set up by this committee 3 years ago, the 
International Finance Corporation. Now, they are making the very 
same type of loans, all over the world, that we propose to make in 
this venture or equity capital financing. Do you agree to that? 

Mr. Barnes. Yes, in a sense they are, sir. 

Mr. Parman. And we are providing a large part of the money for 
it. Now, if we can do it in other countries of the work l, the question 
is why can’t we do it here in the United States ? 

Mr. Barnes. Well, as indicated, I think that it can be done. 

Mr. Parman. You think it can be done? 

Mr. Barnes. Yes, sir. 

Mr. Parman. And you have set up certain safeguards, which I 
think are good suggestions for consideration, and I am sure the 
committee will consider them. I know I will. 

Now, just offhand, Mr. Barnes, do you see areas in the United 
States ‘that are not properly and adequately served by commercial 
ban ks 2 

Mr. Barnes. Well, I would answer yes, but with this provision. 
I see areas that are growing so fast that the accumulations of savings 
and funds in the local institutions that serve them appear not to be 
adequate to meet the requirements of expansion that the community 
and area may have. 

Mr. Parman. I won’t ask you to specify. I am not trying to em- 
barrass you by any such questions. I assure you of that. But I 
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have a feeling that we don’t have enough banks in the country 
generally; 35 years ago we had twice as many commercial banks as 
we have now. And our country has certainly been expanding. It 
has been growing. And I assume that we had perhaps too many 
banks then. Perhaps we did. But certainly with an expanding 
country we should have more banks. 

Do you find a trend or tendency on the part of local banks, Mr. 
Barnes, to pay less attention to their local loans, and to businessmen 
and farmers in their community, and to go more into Government 
bonds and risk less paper? 

Mr. Barnes. Well, I am not an authority on where banks put their 
money. We deal with them in loans, and most of the bankers that 
I see are like any businessmen; they regard their depositors and bor- 
rowers as their customers, and they are anxious to serve them, and 
more often than not they are anxious to keep their customers, not lose 
them to a bank in another city or in a larger city. 

But the bank policies are set by their board of directors to protect 
the funds that are on deposit, and they make a decision as to liquidity, 
which they believe is essential, and, of course, there are actual limita- 
tions on the amounts of loans that any bank can have outstanding to 
any one borrower or altogether. 

Bo these are the limitations that I see which banks work under. 
Looking at them from the banks’ point of view, they are reasonable, 
and they believe them to be essential, but I think that bankers that 
I know want their banks to grow, and they want to keep their cus- 
tomers and get more customers and make more loans. 

Mr. Patman. There is one place, one area, where they must cater 
to the public—it is the only one I know of—where they are com- 

elled to—and that is for deposits, because they cannot expand their 
Sse in excess of their deposits, and that compels them to cater to the 
public there, whether they want to or not, and I assume they all want 
to—but they do have a compelling reason in that instance. 

Mr. Barnes. Yes, sir. I think that, in all fairness, I would want 
to say this, that bankers are good businessmen and they want to earn 
as much money as they can, and if it is possible for them to put their 
funds into a sound loan that brings a higher rate of return than a bond 
or something of this sort, I think they would prefer to do it, but gener- 
ally speaking they have to keep a liquidity, and for many years we 
have been urging them to keep a certain amount of their funds in 
development bonds. 

Mr. Patman. Yes, sir. I think that is a serious mistake which is 
made by the Comptroller of the Currency and the supervisory au- 
thorities ; they are even indicating that they should keep over half of 
their funds in Government securities, and I think it is ridiculous, my- 
self. What is the FDIC for? The FDIC is to provide protection 
to the depositors so that the banks will be encouraged to make loans, 
and it is a source of protection to the banks, too, so that they can ex- 
tend themselves a little and help the expanding economy in the areas 
they serve; I think it is terrible that it be suggested that such a large 
percentage of their funds be invested in Government securities. In 
fact, I can’t see-any reason why banks should be allowed to invest in 
Government securities at all. 

I can see a reason, up to the amount of the capital stock, or anything 
like that. I wouldn’t object to it if it is a reasonable amount, but 
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what service does a bank perform for the Government when it buys 
Government bonds? None whatever. And the banks have $60 billion 
worth of Government bonds now, and if they didn’t have those bonds 
they would be looking around for loans locally and in other places, 
so that they would probably be of more help. I think it is really a 

deterrent to the banks to allow them to hold Government bonds 
in such enormous quantities. 

Of course, I say, and repeat, that if it were up to a reasonable 
amount, I wouldn't object, Dut to say that they shall have, for their 
deposits, investments in Government bonds, I think is ridiculous, I 
think it is against the public interest, and I can’t understand why the 
supervisory authorities permit it at all. 

on’t you think—Mr. Barnes, you have been a banker yourself for 
a long time; have you not ? 

Mr. Barnes. No, sir; I have been changed into a banker since I 
came to the Federal Government. I was an attorney before I came 
up here, but my family has been in the banking business. 

Mr. Parman. Before 1935, a local bank, in order to get funds from 
the Federal Reserve bank, being a member, was required to put up 
eligible paper. Usually that came from local people, either business- 
men or farmers. Businessmen, not longer than 90 days, and farmers 
not more than 6 months. You recall that? 

Mr. Barnes. Yes, sir. 

Mr. Patman. Now, the 1935 act completely changed that, and no 
longer is eligible paper required. Therefore, that releases these 
bankers from the obligation of making local loans. They don’t have 
to have this eligible paper. They can put up Government bonds. 

Don’t you think that was a step backward in a progressive economy ? 

Mr. Barnes. Mr. Patman, I would rather not get too much involved 
in commenting on the Government policy toward banks. This is un- 
der the Secretary of the Treasury and the Comptroller of the Cur- 
rency. 

Mr. Parman. I realize that, Mr. Barnes, and I shall not press you 
on it. 

Mr. Barnes. I will just say this, that if this requirement was not 
in, obviously there would be more funds available for lending to small 
business, and this, I think, is a desirable end. 

However, I think, in fairness to the banks and the Treasury Depart- 
ment, we have got to recognize that the Government itself has needed 
this money very badly and has relied on banks to assist in financing 
the public debt. 

Mr. Parman. Well, if you will remember, back during the war, 
every effort was made to have this financing so that the banks would 
not buy it, so that the banks couldn’t buy it. In some issues, they were 
prohibited from buying it. Because that is inflation. That is where 
the banks create or manufacture money, and it is highly inflationary. 

I personally think that our bonds should be sold in a way where 
actual savers, individuals, life-insurance companies, corporations hav- 
ing the money, where people with actual funds would be induced to 
put those funds into Government bonds. That is all right. I would 
have no limit to that. But they shouldn’t be allowed to just turn them 
over to the commercial banks and let the commercial banks manufac- 
ture the money on the Government to buy the Government’s bonds. 
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That doesn’t make sense to me for several reasons. One is that it is 
highly inflationary, when we don’t need infil: ation, ata very time when 
we don’ t need inflation, and another is that it is just not rendering any 
service to the Government. And any bonds that cannot be sold by 
the Government—and by the way, I think they should be sold com- 
x onieg too—any bonds which can’t be sold by the Government, the 

Federal Reserve can buy them, and keep them just as the RFC used to 
keep municipal securities, and fed them out to the market when the 
market was right for them. 

But, there is not a bank in the country which today buys bonds that 
the Federal Reserve could not buy itself. In that way you would keep 
the banks from just creating or manufacturing money on their books, 
and the Federal Reserve would buy these obligations and save the 
people enormous amounts of money. I figured it up at one time, Mr. 
Barnes, and I believe if we were to really evaluate our present laws 
on monetary management and control, and if we were to change our 
system just a little along the lines I have suggested, which would be 
the orthodox way—there is nothing radically wrong about it——just do 
it the orthodox way—we could save at least $3 billion a year in interest 
rates, without the least trouble in the world. But, of course, these 
bankers have tremendous power and influence, they are prominent 
people, and they resent any move to change any part of the banking 
laws except in their direction, and we have a difficult time getting 
anything done. 

But I think that a large part of our trouble is due to laws and 
regulations which we have pe srmitted, and w hich are causing the small- 
business people to suffer, and I think if we were to correct them it 
would relieve the small-business man and would save us the trouble of 
pioneering in trying to create agencies to help out the small-business 
people. I am alarmed and disturbed at the small businesses that are 
going out of business, and I know that you feel the same way about 
it. Aren’t you disturbed about the trend toward monopoly, Mr. 
Barnes? 

Mr. Barnes. Yes, sir; I certainly am, and I would like to mention 
that at this hearing, where we are considering equity capital financing, 
that I personally have great hopes from one of the recommendations 
for the tax change, permitting the deduction of investments of original 
investors, to offset any capital losses against current income in excess 
of a thousand dollars. That is pending before the House Ways and 
Means Committee, as 1 of 4 proposals. 

Mr. Parman. Yes, sir. 

Mr. Barnes. I think if that were enacted by Congress, it would 
tend to interest investors in small businesses, it would provide an im 
mediate stimulus for them, if they were in the high brackets particu- 
larly, to measure their investments to take advantage of those pro- 
visions, and there are so many funds that are being invested through 
the markets into larger firms, and into larger issues of securities, 
that small business is unable to take this source of funds, and I have 
a lot of hope for that provision if it is acted upon favorably by 
Congress. 

Mr. Parman. Yes, sir. I don’t want to take up any more time, 
because I know other members want to ask questions, but I do want 
to make this comment in conclusion: 
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It is a great challenge to us to have our own small, independent 
businesses here in the United States, when we have gone so far and 
to such a great length to help small businesses and independent busi- 
nesses all over the world with our money. Take the World Bank, 
for example. They are making all kinds of loans throughout the 
world and a large part of that isour money. ‘Take the Export-Import 
Bank, which is all our money. We are mz aking loans in 59 countries 
of the world, including Mexico to our south, Canada to the north, and 
the people in the United States can’t get any of that money. ‘They 
can’t even apply for it. Fifty-nine countries of the world have gotten 
billions that way. Many of them small, independent businesses. Here 
they are not eve n eligible. 

Also, International Finance Corporation is doing the same thing all 
over the world, except in the United States. 

The Loan Development Corporation, which we passed yesterday; 
will contain nearly a billion dollars to make loans all over the world, 
except here in the United States. 

And here we have a vacuum, and it is certainly a challenge to us to 
do something for our own people, and I am sure you agree there. 

Mr. Barnes. I do, sir. 

Mr. Parman. That is all. 

Mr. Brown (presiding). Does any other member desire to question ? 

Mr, Mutter. I would like recognition, Mr. Chairman. 

Mr. Tauur. I have a question, Mr, Chairman. 

Mr. Brown (presiding). Dr. Talle. 

Mr. Tate. You made a very interesting comment, Mr. Mumma, in 
connection with your own district. I think you said a poultry business 
started in a college building. 

Mr. Mumma. They bought an old college building. 

Mr. Tati. Well, I recall that Booker T. Washington started his 
college in a henhouse. 

Mr. Mumma. Vice versa. 

Mr. Tate. So we have the reverse proposition, which certainly 
shows the resilience that characterizes American life, and I believe, 
Mr. Barnes, the proposition you advocate would appeal to the spirit of 
enterprise which motivates activity in the United States. 

In my State, for instance, we have a very successful St: ite organiza- 
tion known as the Iowa Deve ‘lopment Commission. In our cities and 
towns we have development associations. They are there, in opera- 
tion, and ready to go along with the proposition you advocate. And 
it can be done economic ally, and can be done by people who know 
as well as anyone can the capabilities and needs of communities and 
their prospects for success in developing business and industry, wheth- 
er the enterprises be old or new. That is all, Mr. Chairman. 

Mr. Brown (presiding). Mr. Multer ? 

Mr. Muvrer. Thank you, Mr. Chairman. 

Mr. Barnes, I do sincerely hope that you have not sounded the death 
knell of the Small Business Administration. I realize that the over- 
all administrative policy for which you are a spokesman today puts 
you in somewhat of a straitjacket, but everything that you have said 
here this morning, against a new agency for equity capital financing 
for small business, has heretofore been urged against the establish- 
ment of the Small Business Administration, and is today being urged 


25491 oS 65 








1012 LEGISLATION TO RELIEVE UNEMPLOYMENT 


by every opponent of making your administration a permanent 
Agency. I think you have strengthened their hand by your state- 
ment here today, against making your Agency permanent. I hope it 
will not cause the defeat of the bill which the House passed last year 
to make your Agency permanent. 

Mr. Barnes. qi hope that also. Certanily, it was not my intention, 
and I can’t believe that all the arguments could be used to that effect, 
because the most important element to my argument I think is the 
fact that we have trained personnel now in existence that are sym- 
pathetic with small business, that know their problems, and can get 
such programs in operation, and, of course, the proposal that I made 
presumes that the recommendations we have made heretofore and 
which the House has acted upon, will be enacted into law, and that these 
bills will supplement the other legislation which I hope will be forth- 
coming in the Senate soon. 

Mr. Moutrer. Do you have all the personnel you need today to 
carry on your operations properly ¢ 

Mr. Barnes. No, we have not. 

Nor ean we go before the Appropriations Committee until the 
is legislation is passed. 

r. Murer. I am talking about personnel to carry on your present 
authorized powers and duties? 

Mr. Barnes. No, sir, we have not. We cannot go before the Ap- 
5 meyer Committee, or get our recommendations from the Presi- 

ent and the Bureau of the Budget until the bill which is in the 
Senate is passed. 

Mr. Mutter. Now, isn’t it fair to say that if we gave you all the 
powers you are asking for under the Talle bill—not considering any 
other bills—could you get along without an increase of at least Ga 
your present staff ? 

Mr. Barnes. Yes, we could. 

Mr. Mutter. How much increased staff would you need ? 

Mr. Barnes. We would anticipate—we can give you the exact in- 
formation. . 

Mr. Mutter. If you will supply it to us we will be happy to have 
it for the record. 

Mr. Barnes. Yes, sir. 

(The information referred to follows :) 





SMALL BusINESS ADMINISTRATION 


Employment authorized through June 30, 1958, and estimated increase for 
SBIA activities 


Employment authorized through June 30, 1958_.__...-__.---_-_________ 1, 480 
Additional employees required for SBIA__-------__.--__________ 147 
Percentage increase for SBIA_____-_-~- assed peo pisces mctanta di tania iA Raia cha i 9.9 


Mr. Mutter. You indicated you have 40 persons now in your em- 
ploy who possess investment banking type of experience. — 

Mr. Barnes. Yes, sir. 

Mr. Motrer. Will you supply for the record the names of those 
persons, and a biography of their business background, what institu- 
tions they were connected with before coming with the Government, 
precisely what their duties were in business or Government. Some 
of them I am sure came out of Government. What their duties were 
in the investment banking field. 
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Mr. Barnes. All right, sir. 

(The information referred to above has been filed with the com- 

mittee. 
Mr. a Now, then, you indicate, among other things here, 
on page 5 of your statement, a very strong opposition to stock owner- 
ship in any of these enterprises by the Government, and you repeat 
that opposition on page 21, in opposition to H. R. 10980. One of 
your principal objections to the Multer bill is stock ownership by the 
Government. 

Well, now, the fact of the matter is that one of the finest and best 
operations of RFC was done through the instrumentality of stock 
ownership, in the railroads, in the banks, without management, except 
in the event of default, and I know of no instance where the RFC 
was compelled to go in because of default and take over the manage- 
ment of a bank, a railroad, or a big company. I think that the Gov- 
ernment today no longer owns any stock in any of those ventures that 
RFC had bought into. That was precisely the thing we are talking 
about here. That was done for big business mainly. Here we are 
talking about helping small business with equity capital. Then we 
supplied the equity capital not by loan, but by stock ownership, and 
the money that went into those ventures didn’t go into the liability 
column of their financial statements except under the heading of 
capital. Now, I am sure you will agree, whether it is SBA or any 
other banking or lending agency, when one walks in with a financial 
statement which shows capital invested, of a certain sum, he may get 
his loan, but instead of that money being in the capital column it 
a under the liability or loan column, the lending agency is going 
to hesitate about lending any more money. Isn’t that so? Whether 
it be a bank or your agency ? 

Mr. Barnes. Well, yes, perhaps it is true, but, generally speaking, 
I think even Congress felt that this activity of RFC was not one that 
they wished to encourage. It was the lending activity. 

Mr. Moutrer. It was not the overall RFC policy that they objected 
to, or the manner in which they operated relating to whether it was 
loans or stock purchase. Was it not because of some of the wrong- 
doing that crept into the agency that there was an aversion against 
continuing it? 

Mr. Barnes. Well, there was the latter, and I was not here at the 
time, and I am sure that the committee itself is much better advised 
on this, but I am sure there was a feeling, that was widely held, that 
was opposed to equitable stock ownership by the Government and by 
RFC. I could be wrong about that, but that is my impression, Mr. 
Multer. 

Mr. Mutter. At the same time on page 14 you advocate just that, 
you advocate convertible debentures, which could be converted into 
stock. What differenec is it whether you are going to take bonds 
which you will convert into stock or stock in the first instance? 
Don’t you put the company in the better position by taking stock 
in the first instance ? 

Mr. Barnes. There is no prohibition in this bill against a com- 
pany so exercising its rights, as long as the amount converted bears 
a direct relation to and does not exceed the amount of capital and 
surplus of the small business investment association, and this, then, 
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does not have public funds, or Federal funds, represented by stock 
in the company. 

Now, as I envision how these financing institutions would develop, 
after a period of years, and as the Federal funds were revolved out 
and repaid, they would be freed from these provisions and would 
continue to grow themselves and expand and would not be subject to 
these limitations as long as they had Federal funds in them. 

Mr. Mutrrr. I think I can agree with you to this extent, Mr. Barnes: 
This Congress must make the determination, first, of how we are going 
to help small business. Will it be with loans or with equity capital ; 
or with both? If we are going to get into letting them have equity 
capital, then Government funds must go into small business as equity 

capital. We have got to draw the distinction. Are we going to do 
it simply by lending money? If so, I would say your agency is the 
proper agency, and let us expand your authority, increase the amount 
and give you every authority to make every type of loan that we want 
you to make, to a substantial business, a risky business—let’s give you 
all the authority you need to make every kind of loan for as long a time 
as possible and i in increased amounts if required. 

But if we are talking about equity capital, let’s not kid ourselves 
that equity capital can be a loan. It is either equity capital and goes 
into the capital structure of the company, or it isn’t and doesn’t. Once 
we make that basic determination, then I think we must determine 
whether it should be your agency or an independent agency. I feel 
strongly that if it is going to be equity capital, we will ruin and destroy 
your agency if we mix the lending facility with the investment 
facility. 

Mr. Barnes. Mr. Multer, can I express an opinion on this myself? 

Mr. Mutter. Surely. 

Mr. Barnes. And this is based on personal experience. That is 
this: Whether the form through which the funds are advanced i 
loan or something else is perhaps not as important. I believe it is 
important to maintain the form as I have recommended it. But what 
is to me of controlling importance in financing—in providing equity 
financing to ventures, is the amount of technical knowledge and in- 
formation on the general aspects of business that you can bring to 
bear at the time a decision is to be made. 

Now, in this, the Small Business Administration is peculiarly well 
adapted. Through our nonlending functions, we have skilled people, 
engineers, appraisers, that are almost instantly available to us in any 
of our offices, whether financing an oil venture or any other thing, 
and if you want an engineering report on what the propos! ition is, 
we have it. 

Although we use intermediate financing institutions under this plan, 
we at least will have available for them to use these experts in our 
offices. We can, I think, bring a skill and a maturity of judgment 
to this type of financing, and if we can keep our accounts completely 
segregated, so that this c committee and the public understands that this 
is one program that is financed separately, accountable separately, and 
you understand what the record is, I think we can do a very good 
job—perh: ips better than would be possible for a new agency to do 
for a long time—and I don’t believe that this committee would hold 
it against our agency if there were extraordinary losses or anything 
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of this sort, because you would know that we were using the best skills 
available. 

Mr. Murer. I should think that, to the extent that we are going to 
delve into a new field, start out on a new venture, you should be the 
first to come in and urge us to keep it out of your agency, because if 
in this new field there is one big loss, the public clamor w ill be such as 
it was against RFC and we will have to close your agency. ‘That is 
what I am afraid of. I don’t have any pride of authorship in the 
Multer bill. I said that when I testified in support of the bill. I got 
the idea from Mr. McCormick, president of the stock exchange, when 
he testified before the House Small Business Committee. I think that 
must be the approach. While I am in favor of extending and broad- 
ening your lending authority, if we once get the two mixed up to- 
gether, investing authority and lending authority, we are in for 
trouble if the investing authority should not succeed. While I am 
willing to take the chance and start this new venture, because I think 
it will work, I wouldn’t want the lending facility destroyed because 
the investing facility fails. 

Incidentally, in connection with your comment on H. R. 10980, when 
you referred to that bill you said, “I cannot recommend any plan which 
permits Government ownership and management of a small-business 
concern.” There is nothing in that bill which permits Government 
to manage the small-business concern. 

Now, of course, if there is going to be stock investment, it will have 
to be along the same line as it was in RFC. You will probably take 
preferred stock, and, in the event of default or failure to comply with 
certain conditions, you can go in and protect yourself and, possibly 
be required to take over the management, but that would be because 
management itself, and the true ownership, had failed in the venture 
and someone had to step in to liquidate. But that would be the only 
time when the Government could step in and manage. There is no 
provision for Government management in my bill, H. R. 10980. What 
is important about the approac +h in that bill is that the Government 
will, eventually, be out of the business completely and entirely, and 
it will be entirely owned by private enterprise. It calls for private 
enterprise coming in and ps irticipating at the very start of the venture, 
not at a later date. I think if FHA had that kind of provision it 
would today be privately owned and managed. The clamor is grow- 
ing more and more to get. the FHA out of Government, except for 
necessary regulation. If we start this off with Government in it, with 
both feet in at the beginning, we will never get even one foot out. 
If you take the other approach, and bring public and Government 
both in together, with the provision which is written in the legislation 
in the first instance for getting the Government out, e ventually, if the 
venture succeeds, private ownership will be in complete control and 
the Government will be out. I think I have taken sufficient time, 
thank you, Mr. Chairman. 

Mr. Brown (presiding). Any other questions, gentlemen ? 

Mr. Mumma. I wonder whether a lot of this is over my head or not. 
Wasn’t the original idea that the RFC was bailing a lot of people out ? 

Mr. Mutrer. Oh, yes. 

Mr. Mumma. It is only after they got into Miami real estate that 
the other situation developed ? 
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Mr. Mutter. The origina] idea of RFC was an excellent one. The 
depression brought about a situation where every venture had its cap- 
ital depleted. ‘The drop in values practically wiped out the capital, 
without which they could not operate. RFC supplied that necessary 
capital until they could get over those depression days and get back on 
their feet and start earning again, and it was out of earnings that they 
repaid the RFC capital. 

Mr. Mumma. Well, it seems to me that the cause of some of that 
depression was due to the fact that mortgages were not considered 
to be something to be paid off. If a man went to a bank and got a 
mortgage for $100,000 or $50,000 at 6 percent, the bank was willing 
to keep on getting the 6 percent, and no one ever felt bad: so, when 
the crash came, why, that is where the trouble started. 

Mr. Murer. That was part of the difficulty. 

Mr. Mumma. Mr. Barnes, you were speaking of getting competent 
help. I notice in the Harrisburg papers, every now and then, the 
bankers are even advertising for employees. To get in a bank 15 or 
20 years ago, you probably had to have 4 or 5 different references. 
It was quite an honor to get into a bank. 

Another thing, in talking about availability of capital, I am basing 
what little I know about the banking business on my own community. 
It used to be that the biggest bank in Harrisburg would loan only 
about $140,000. In that day, we had the proposition of brokers from 
Philadelphia and New York helping out. There got to be so much 
of that, and a banker was so interested in getting that full interest for 
himself, he started buying banks and merging them. Now you can get 
a loan of half a million dollars in Harrisburg. The competition be- 
tween two banks there is tremendous. The president of the bank will 
even write you a letter now to come in and see him, and I think there 
is plenty of competition in the banking business. I, personally, can’t 
see all the necessity for all this capital-equity business. But you are 
doing an awfully good job, and T believe that you should be given a 
higher authorization to do whatever is necessary. They talk about 

utting the Government into business. The administration’s program 
1s to get the Government out of business. 

Of course, if we get the Government into small business, I think 
there will be opposition. The President is trying to get the Govern- 
ment out of business. 

Mr. Mutter. That is the approach of my bill. 

Mr. Mumma. Most of these small businesses are overcapitalized ; 
they don’t pay in as much as they should. 

Mr. Mutter. You mean they are undercapitalized. 

Mr. Brown (presiding). Mr. Barnes, on behalf of the committee, 
I want you to know that wea a your statement. 

Mr. Barnes. Thank you, i r. Chairman. 


Mr. Brown (presiding). The committee will now adjourn, to recon- 
vene tomorrow morning at 10 o’clock. 

(Whereupon, at 12:05 p. m., the committee adjourned, to recon- 
vene at 10 a. m. Friday, May 16, 1958.) 
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FRIDAY, MAY 16, 1958 


Houser oF REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met, pursuant to adjournment, at 10:05 a. m., Hon. 
Brent Spence, chairman, presiding. 

Present : Representatives Spence (presiding) , Brown, Patman, Mul- 
ter, Vanik, Coad, Breeding, Talle, Kilburn, Widnall, Betts, Mumma, 
Bass, Henderson, and Chamberlain. 

The CHarrman. The committee will be in order. 

We have with us this morning Mr. James G. Patton. 

We are always happy to have your organization before us and to 
have your views on legislation. Your industry affects more people 
than any other industry of the world. It is the great basic industry 
and without it we would not live. 

We thank you for coming here and I know the committee will give 
consideration to your views. You may proceed. 

Mr. Parron. Thank you, Mr. Chairman. 

The Cuarrman. You may proceed. 


STATEMENT OF JAMES G. PATTON, PRESIDENT, ACCOMPANIED BY 
J. A. BAKER, DIRECTOR OF LEGISLATIVE SERVICES, NATIONAL 
FARMERS UNION 


Mr. Parron. For the record, I am James G. Patton, president, Na- 
tional Farmers Union. I appreciate very much your invitation to 
prevent my views in support of eee to create additional em- 
a opportunities in depressed areas—both rural and urban. I 

ave a great personal desire to see these problems on the way to speedy 
solution. 

The chronic unemployment and underemployment in depressed 
areas was one of the national problems that our Nation pledged itself 
to solve when it enacted the Employment Act of 1946. Elimination of 
chronic areas of poverty was certainly one of the purposes I had in 
mind when I urged adoption of the Employment Act. I know that 
this was one of Congressman Wright Patman’s major purposes when 
he appeared as the first witness at the hearings that lead up to enact- 
ment of the Employment Act. In the years since that hearing, Mr. 
Patman, as one of the fathers of the Employment Act, has served as a 
member of the Joint Economic Committee and various of its subcom- 
mittees studying this problem of chronically depressed areas and of 
chrenic poverty in our midst. I concur with repeated joint sub- 
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committee reports to strongly urge establishment and effective opera- 
tion of a fully significant Federal area redevelopment program for 
rural as well as urban areas that have been chronically depressed. 
Initiation of such a program would be of great benefit not only to the 
residents of the chronically depressed areas themselves but would be 
an important step in reversing the current trend of the entire national 
economy toward becoming, in its entirety, a chronically depressed 
area. 

May I congratulate and commend the committee for what it is 
undertaking to do. You have recognized that we cannot achieve 
true prosperity and full employment as a nation so long as there are 
some groups and some areas whe ») are falling behind. You have rec- 
ognized that these areas and groups have special problems and you 
have set out to help solve them. We want to support you in that effort 
as strongly as we can. 

We are interested in this ee first because of our interest in 
the gener: ul econoic health of the Nation. National prosperity which 
overlo ks, and con ipl uc ‘ently accepts, ¢ hronic poverty has feet of cl: Ly. 
Of this the continuing national economic depression sharply re ate 
us. We are, also, interested from the st: re oint of rural America, 
of course, but we know that maintenance of purchasing power in in- 
dustrial areas provides a market for the products of the rural areas. 
And the Farmers Union has consistently supported measures to 
maintain the purchasing power of industrial workers and other urban 
residents. 

I wish to state a series of related propositions which we can ex- 
amine more fully in later discussions, if you desire. 


CURRENT DEPRESSION IN BOTH ACUTE AND CHRONI( 


A. Your committee is now concerned, it seems to me, with develop- 
ine the Federal legislative phases of solutions to four interrelated 
economic problems. 

ou acute emergency of current national economic recession, im- 
posed by official Federal economic policies, with its growing num- 
bers of Gimeaplorment, which has been loaded on top of, and in part 
resulted from, the following three already preexisting de pressed situ: i- 
tions: 

2. The nationwide rural and farm recession that started in 1953 
as farm income of farm families continued to decline, which was 
itself superimposed upon ; 

3. A considerable number of large pockets of long standing rural 
poverty even in years of relatively adequate commercial farm in- 
eome, and 

4. A rather large number of chronic: ly depressed urban and in- 
dustrial areas of low income, Saanhead ul \deremp! ioymen Ct. an d a 
persistently high rate of unemployment even in years when the na- 
tional economy was relatively prosperous. 

Acute and chronic, rural and urban, depressions must be solved 
together: 

B. No one of these four problems can be adequate 
absence of adequate solutions to the other three. 


lv solved in the 
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CHRONICALLY DEPRESSED RURAL AREAS 


C. I strongly urge that the legislation relating to area redevelop- 
ment contain provisions for a strong area redevelopment program 
sponsored and facilitated by the Federal Government for broaden- 
ing economic opportunity in chronically depressed rural areas. Such 
provisions are contained in some of the bills before your committee, 
but are absent in others of the pending bills. 

Representations that current operation of the so-called rural de- 
velopment program of the United States Department of Agriculture 
eliminate the necessity for the rural area provisions in your area 
development bill are not convincing. 

To provide a complete set of programs to alleviate chronic rural 
poverty, the rural area redevelopment provisions of your area devel- 
opment bill should be supplemented by enactment of supplementary 
— ition along the following lines: 

The Vamily Farm Deveopment Act, introduced by Congress- 
man Patman, a member of your committee, which expands the scope 
and purposes of the Bankhead-Jones Farm Tenant Act and subse- 
quent amendments, to authorize and allow Farmers Home Adminis- 
tration to develop a really significant program in this area 

2. A series of related supplemental farm-income improvement 
programs for particularly low-income farm families in chronically 
depressed rural areas to be operated in conjunction with the commer- 
cial family farmer price support or income improvement commodity 
programs. These should be along the lines of the proposals made in 
1956 by the Family Farm Subcommittee of the House Agriculture 
Committee. 

3. A fuller discussion of our views on these matters is available 
in the statements of National Farmers Union before appropriate 
committees of the Congress. I request that these statements, inser- 
tions A and B, be inserted in the record of this hearing following the 
close of my oral statement. 

The Cuatrman. They may be inserted. 

Mr. Parron. Chronically depressed urban areas : 

D. I strongly support establishment of a special Federal agency 
and program to help work out feasible solutions to broaden the eco- 
nomic opportunties of residents of chronically depressed urban, in- 
dustrial, and mining areas. Representatives of Farmers Union have 
strongly supported such legislation before the Senate Committee on 
Banking and Currency and urged enactment of the Douglas bill 
which was passed Tuesday last by the Senate by a favorable vote of 
46 to 36. I request permission that. these statements, insertions C 
and D, be inserted in the record of these hearings at the close of my 
oral statement. 

The Cuairnman. They may be inserted. 

Mr. Parron. Farmers generally need strong bargaining power: 

E. The economic problems of chronically depressed rural areas 
cannot be solved unless we also solve the broader national problems 
of falling farm income of farm people. Only 7 years ago the low- 
income problems of rural America were largely confined to the so+ 
called depressed areas, and migratory farmworkers. But this con: 
dition as now been expanded to all of rural America. Meanwhile, 
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conditions in the areas of chronic rural povelty have become even 
worse than they formerly were. A drop in farm prices of 20 percent 
hurts a low-income farmer even more in a human suffering sense than 
it does a previously higher income farmer. 

Lack of bargaining power in the commodity and credit markets 
of the United States and the world makes it impossible for farmers 
to earn and receive a fair share of national income. Farmers do not 
have fair bargaining power under the existing market structure. 
Farmers need Government programs to obtain an equality of bargain- 
ing power through authorization and protection of the Federal Gov- 
ernment so that they can earn and receive a parity of income. 

I shall not take the time of the committee to discuss, or even to list, 
the complete packet of improvements required in the existing farm 
program to provide the kind of situation we need to reverse the 
growing farm depression. However, I request that our listing of the 
needed programs, insertion E, be placed in the hearing record fol- 
lowing the close of my oral statement. I shall be glad to discuss any 
or all of the proposals with the committee, as you see fit. 

The CuarrmMan. It may be inserted. 

Mr. Parron. Thank you. 

Reduce and prevent unemployment in expanding national economy : 

F. All three of the other problems, which we have discussed, are 
more difficult, or impossible, of solution, if the Nation does not under- 
take the policies, programs, and actions required to cure the cur- 
rent nationwide economic depression, reverse the trend of increasin 
unemployment, and get the total economy back into a trend towar 
expansion at a rate sufficient to fully employ our growing population 
with ever-increasing productivity per man-hour. 

A paseot example of what I am talking about is the foresighted- 
ness demonstrated by your committee several years ago. You moved 
to bring about enactment of a 5-year, $450 million farm housing loan 
program at not more than 4-percent interest. 

It was not your fault that those charged with carrying out the 
law did not implement it even though you provided a complete appro- 
priation for the entire 5 years. 

But how fortunate it was that your committee had already made 
provision for this program. Now that unemployment is growing, 
the administration has belatedly turned to the em housing program 
that you developed and has now decided to step up the program to 
the level you originally intended. 

Since the growing national depression did not results from a single 
cause, it will not be cured by a single approach. The depression re- 
sulted because national economic policy did not pay enough attention 
to basic economic truths and provide for fundamental national prior- 
ities such as school construction and teachers’ salaries, resource and 

wer development and use, housing, health facilities, community 

acilities, and other public works. 

National economic policy, in complete disregard both to consider- 
ations of humanity and to the basic laws of dynamic economics, after 
1952 was turned to avenues that would strengthen the position and 
improve the incomes of the rich and well-fixed and disadvantage the 
poor and low-income segments of the population. 

The tight money policy replaced a policy based upon the need for 
an expanding full employment economy. Concern for big corporate, 
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industrial, and banking giants replaced concern for farmers and 
other small business. Labor’s strivings were discouraged instead of 
encouraged. Congress was prevented from raising the minimum 
wage and expanding social security as adequately as members of this 
committee knew to be in the national interest. Federal tax laws 
were changed, as recommended by the administration, to favor the 
rich and high income, while excises and low personal exemptions were 
held fastened upon the low-income taxpayer. Farm income was al- 
lowed to drop for 7 years. No significant action was undertaken to 
eliminate the handicapping conditions that slowed down develop- 
ment and improvement of purchasing power of chronically depressed 
rural and urban areas. 

To cure the acute national emergency depression that has resulted 
from these multitudes of unwise national economic policies requires 
that all of them be reversed in appropriate ways. If fundamental 
reforms required to improve the bargaining power and economic po- 
sition of the little people of this Nation—labor, small business, Gov- 
ernment employees, teachers, and farmers—are not put into effect, 
not only will we not get an immediate correction in the depression, 
but I am afraid that we will also allow our total economy to fall 
into a slough of chronic underemployment, crippling along at a slow 
pace of economic expansion with a long-term economic equilibrium 
developing which will tolerate a continuing body of unemployed and 
underemployed. 

This will be a great national waste that free people cannot tolerate 
in a period of competitive coexistence that threatens, by economic and 
political means, the very fundamental structure of our way of life and 
democratic form of Government. 

I request that the statement I made recently to the Fiscal Policy 
Subcommittee of the Joint Economic Committee be inserted in the 
record of these hearings at this point in my statement. 

The CuarrmMan. Without objection it will be included. 


SUMMARY 


Mr. Patron. Specifically, Mr. Chairman, I recommend your seri- 
ous consideration of early enactment of proposed legislation along 
the following lines: 

1. Area redevelopment bill, now passed by the Senate; 

2. Family farm development bill ; 

3. Comprehensive farm commodity income protection and im- 
provement bill; 

4. Small business capital bank bill; 

5. Improved standards of unemployment compensation ; 

6. Repeal of all excise taxes, except that on alcohol ; 

7. Raise the personal income tax exemption by the degree required 
to make up the deflationary gap in meee: rh power or reach same 
result by reduction in the tax rate on the first $1,000 or $2,000 of 
taxable income; 

8. Base Federal Government expenditure policies on justified need 
for national priority goals such as school construction, unemployment 
compensation, higher teachers’ salaries, airport modernization, high- 
way construction, resource and power development, hospital and medi- 
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cal, dental and nurse training facilities, college scholarships, urban 
modernization, expanded research and national defense : 

9. Communities facilities bill, now passed by Senate, with an in- 
terest rate of not to exceed 2 percent; 

10. Expansion of the foreign economic aid program, both through 
an expanded Public Law 480 approach through use of farm commodi- 
ties and by increased dollar aid. 

Our national economic policy must be changed from the current 
policy that has resulted in economic stagnation to a policy that will- 

a. Eliminate chronic poverty which is most severe in various de- 
pressed rural and urban disadvantaged areas: 

b. Help the Nation to pull out of the current general farm and 
industrial recessions that have already been allowed to persist too 
long; and 

e. Stimulate the economy to resume the economic growth rate of 
1947 to 1953. 

(Inserts A through F referred to in the course of Mr. Patton’s 
statement follows :) 


REHABILITATION OF DEPRESSED RURAL AREAS—STATEMENT OF JAMES G. PATTON, 
PRESIDENT, NATIONAL FARMERS UNION 


Sliding-scale farm price programs, lack of sufficient credit adapted to family 
farm needs, and the historically chronic adverse terms on which farm families 
must trade with big industry have combined since 1952 to force nearly 200,000 
farm operator families off the land and to turn practically all of rural America 
into a depressed area. The recent farm depression imposed by official Federal 
policy has been loaded on top of large pockets of longstanding rural poverty 
which resulted from and were allowed to persist primarily because of insufficient 
family farm credit and farmers’ chronically adverse terms of trade. 


NOT FARMERS ALONI 


Not farmers alone but all the people and institutions of the community and 
trade area suffer from narrow economic opportunity and inadequate standards 
where farm family incomes are too low. Farm income is the primary source of 
economic activity in rural America. The profits of small business in rural 
America are low and falling because farm family income is low and falling. 
Salaries that public servants, professional people, clerical employees, and other 
white-collar workers can earn in rural America are low and stay low because 
farm family income is low and falling. Wage rates of hired workers are low 
and stay low in rural America because farm families’ incomes are low and fall- 
ing. Public institutions and services in rural America are unable to maintain 
adequate standards because farm familes’ incomes have been low and are falling. 

These circumstances, which only 3 years ago were fully characteristic of 
only those areas of concentrated large numbers of low income farm operator 
families and where large numbers of migratory hired farmworkers were em- 
ployed by factories in the field, have now been expanded to all of rural America. 
Meanwhile conditions in the areas of chronic rural poverty have become even 
worse than they formerly were. 


ALL OF RURAL AMERICA IS A DEPRESSED AREA 


All of rural America including the longtime distressed areas has been de- 
pressed and is in grave danger of becoming permanently distressed 

The simple facts of the already serious and growing depression in the rural 
area are quickly told. 

There was a 70 percent drop from 1952 to 1954 in the profits of small manu- 
facturing corporations which are much more prevalent in rural areas than 
large corporations whose profits increased by 21 percent. Corporate income 
after taxes of wholesale and retail] corporations which are relatively more prev- 
alent in rural areas dropped by 3 percent from 1952 to 1954 while eorporate 
income of industrial corporations increased by 6 percent. 
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FALLING FARM FAMILY INCOME 


Net income of farm operator families dropped from $14.9 billion in 1952 to 
$10.6 billion seasonally adjusted annual rate in the third quarter of 1955. This 
was a drop equal to one-third of the current farm income level in 3 years. 

This drop in net farm family income did not result from soaring farm produc- 
tion expenses as certain loud and loquacious sliding scale advocates have tried 
to imply in recent speeches. Actually annual farm production expenses dropped 
from $22.8 billion in 1952 to an annual rate of $21.9 billion in the third quarter 
of 1955. 

$4.7 BILLION DROP IN FARM GROSS INCOME 


Net farm family income dropped in spite of lower production expenses, be- 
cause realized gross farm income dropped by $4.7 billion from $36.9 billion in 
1952 to $32.2 billion in the third quarter of 1955. Here is a basic measure and 
cause of depression in rural America. In 1955 farm families had $4.7 billion 
less to spend to buy production goods from local merchants and cooperatives 
and goods and services for family living. Retailers in rural areas of America 
had $4.7 billion less sales than they would have had if gross farm income had 
been maintained at the 1952 level. These retailers had $4.7 billion less from 
which to pay taxes, hire employees, and place orders with wholesalers, and 
correspondingly less profits for use of their own families who purchase from 
other local retailers and professional people. 

Aspersions have been cast the last few years upon the efficiency and produc- 
tivity of family farmers as if to imply this was the cause of falling farm 
income. The truth is the drop in gross farm income from 1952 to 1955 oc- 
curred in spite of an 8-percent increase in farm output. 


SLUMP IN PRICES RECEIVED BY FARMERS 


Farm gross income fell from 1952 to 1955 not because of a failure in farm 
efficiency but because prices received by farmers for the products they produce 
and sell suffered a 19-percent drop from 1952 to October 1955. Not decreased 
production nor increased production expenses but the drastic drop in prices re- 
ceived by farmers is the immediate reason that gross and net income of family 
farmers fell. Falling prices of farm commodities is the direct reason that all 
rural America is an increasingly depressed area and is rapidly becoming a 
universally distressed area. 


SLIDING-SCALE PROGRAM BROUGHT PRICE DROPS 


Owing to the adverse terms of trade under which farm families must 
deal with the rest of the economy in the absence of a specific farm-income-support 
program, farm income and farm prices are made in Washington. In October 
1952 before it was known that sliding-scale advocates would be victorious in 
the election in early November of that year, prices received by farmers stood at 
100 percent of parity. Immediately after the election farm prices dropped below 
parity and on inauguration day stood a few points above 90 percent of parity 
where they could have been held under existing legislative authority. Instead 
of holding the line at not less than 90 percent of parity level authorized by law, 
the administration placed the sliding-scale program into operation dynamically 
and progressively. 

The falling farm-family incomes of the last 34 months are a direct result 
of the progressive application of sliding-scale farm-price support policies. This 
process was initiated with cuts in the support levels of feed grains and oil 
seeds of 5 percent with subsequent cuts each year since. The total cut in 
support levels for these commodities now has reached a disastrous degree. 
Support levels have been dropped for barley from $1.22 in 1952 to 9 cents 
in 1955; for oats from 78 cents to 61 cents; for rye from $1.42 to $1.18; for 
grain sorghum from $2.38 to $1.78; for flaxseed from $3.77 to $2.91; for soy- 
beans from $2.56 to $2.04; and cottonseed from $67 per ton to $46 per ton. All 
of these price cuts by the administration reduced farmers’ gross income, lower 
and lower each year for the producers of these commodities. These price and 
income cuts were on top of the relative poverty of more than half of these pro 
ducers whose family incomes in 1952 were less than $2,000. 

On April 1, 1954, the support level for milk and its products was dropped 
by 17 percent, from 90 to only 75 percent of parity. This action alone translated 
itself into a 40-percent cut in net family income of producers of manufacturing 
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milk. Again this was a very heavy cut to impose upon milk-producing farm 
families, almost two-thirds of whom had incomes in 1952 of less than $2,000. 

During the period since January 1953, no price support action at all was 
taken by the Federal Government to stop plummeting egg and poultry prices, 
which dropped to postdepression lows in the fall of 1954. No effective price 
support action at all was taken to stop the drop of beef cattle prices from the 
90 percent of parity level authorized by law that prevailed in early 1953. To 
the contrary, the average level of prices for beef cattle was allowed to drop 
to less than 70 percent of parity. The price received by farmers for hogs has 
been allowed to drop during the past year from $19.70 per hundredweight to 
$14.50, national averages. And no price support action has yet been initiated 
even though the price of hogs was down to only 69 percent of parity in October 
1955. The meager pork purchase program announced in late October will add 
not more than 33% cents per hundredweight to the low prices of hogs in the 
next 10 months, less than 2 percent of parity price. 

Now in 1955, even the prices of basic commodities have been put on the 
sliding scale. For example, the support price for wheat was dropped from 
$2.40 per bushel in 1954 to $2.08 in 1955, and a further cut in 1956 to $1.81 per 
bushel under the Agricultural Act of 1954 has already been announced by the 
Secretary of Agriculture. In 1956 corn will be dropped to $1.38; rice to 75 percent 
of parity ; cotton to 80 percent of parity; and parity itself for these commodities 
is being cut by 5 percent. 


SO-CALLED FREE MARKET WEIGHED AGAINST FAMILY FARMERS 


Economic history of the past 45 years for which statistical evidence is available 
indicates that free-market terms of trade are adverse to farmers at all times 
except in those few years when the total national economy grows by 10 percent 
or more above the previous year. In all other than such exceptional years, farm 
prices and income will fall unless a firm and adequate farm-income protection 
program is kept in operation. When sliding scale-price policy was placed into 
operation farmers were placed increasingly on the untender mercy of the dis- 
advantaging forces of the so-called free market. 

The adverse trade conditions of family farmers bear very heavily upon them. 
Almost all family farms today are commercial farms. They must buy almost 
90 percent of the machinery, and supplies used for farm operation and modern 
farm living. They sell over 89 percent of what they produce. The terms they 
trade on make a big difference in the standard of living the family is able to earn. 

The prices of things that farmers buy, both production and family living items, 
are retail prices like the prices all consumers pay. These retail prices, and the 
wholesale prices behind them, are administered-prices—prices set by manu- 
facturers, money-market bankers, railroad companies, and others, on the basis 
of their ability to withhold supply to maintain the set-price. Experience has 
shown that these prices paid by farmers and consumers rise fast enough in periods 
of inflation. However, experience has also shown that the prices paid by farmers 
for things and services they must buy from nonfarmers do not drop very much 
even in periods of economic stagnation. This is because manufacturers and the 
others, protected by tariffs and corporation laws and Government commissions, 
ean hold down production and maintain price, partly, because of the small 
number of firms in each industry.. They can do so profitably because overhead 
fixed costs are a small proportion of total costs, thus enabling them to make large 
cuts in cost as a result of reduced production. 

On the other hand, there are about 3% million farmers selling in competition 
with each other. None of them controls a significantly large enough share of the 
total market to raise prices received by withholding supplies from the market. 
Nor have they been able successfully to band together voluntarily to do so. More- 
over, unlike the industrialist, a farmers’ fixed costs are a very high proportion 
of total costs. He cannot reduce costs much by curtailing production. Operating 
alone the only out for the individual farmer is to produce more as long as he 
can to raise gross income by increasing volume of sales. The increased supply 
resulting from 3 million farmers each doing this causes a very large drop in 
prices received by farmers. The nature of demand for food and clothing is such 
that a small percentage increase in supply or decrease in demand will cause a 
6-times greater percentage drop in prices received by farmers. 

Coupled with these adverse terms of trade for farmers is the tendency for 
improved farm technology to cause farm production to increase faster than 
population and improving diets even if special governmental consumption expand- 
ing measures are put into effect. 
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With family farmers under these adverse terms of trade, sliding scale-price 
policies brought farm price drops which in turn lowered gross and net farm- 
family incomes and were the immediate cause of the developing depression in 
rural areas. 

MEXICAN LABOR IMPORTATION CONTINUED 


Although the number of unemployed in the United States increased from 1.7 
million in 1952 to 3.2 million in 1954, the program to import cheap farm labor 
from Mexico for employment on larger-than-family farms was extended. While 
this program provides an inadequate minimum wage requirement for imported 
Mexican labor, United States citizens who work in large industrialized farm 
units are not protected even to that inadequate extent. Efforts to extend cover- 
age of the United States minimum wage law to industrialized agricultural pro- 
duction and processing concerns was successfully resisted. 


EFFORTS TO CUT FARMERS HOME ADMINISTRATION 


The only agency of Government set up to serve as a yardstick family farm 
credit source, particularly for low-income farm families, is the Farmers Home 
Administration. Although the Congress fortunately refused to go along fully, 
the Administration has each of the 3 years it has been in office recommended a 
eut in loan authorizations for that agency. Funds requested for farm and home 
management technical advisory and other services were cut from $29.4 million 
used by that agency in 1952-53 to $24.5 million. 

Local farm and home management advisers of Farmers Home Administration 
were cut from $2,203 in 1952 to $1,500 in 1954. 

Moreover, in the early spring of 1955, the rate of interest on disaster loans 
made by that agency were raised by administrative action from 3 percent to 5 
percent, Although Congress later reversed this action, farmers’ incomes were 
severely reduced in the interim. 


CROP INSURANCE PROGRAM WEAKENED 


The adverse effects of sliding-scale farm-price policies and of farm-credit re- 
strictions were made even more grievous and painful by actions taken by the ad- 
ministration to raise premium charges and reduce coverage of the Federal crop 
insurance program. The program was completely removed from counties and 
crops where most needed the past 2 years. 


FARM DEPRESSION GROWS AND GROWS 


The outline of farm depression is simple and clear. 

1, National economic policies of the past 36 months did not provide for or allow 
a sufficient national economic growth rate to prevent falling farm prices and in- 
come in the absence of a firm farm income protection program. 

2. Instead of firm farm supports, the sliding-scale policies were placed in 
operation. 

5. Average prices received by farmers dropped by 19 percent from 1952 to 1955. 

4, Consequently gross farm income dropped by $4.7 billion in spite of an 8 per- 
cent increase in physical volume of farm markets. 

5. Consequently net farm income dropped by 29 percent. 

6. Unless currently scheduled sliding-scale farm-price plans for 1956 are 
reversed a further drop in farm family income in 1956 is certainly to be expected. 


CHRONIC RURAL POVERTY 


The recently growing farm depression brought on by inauguration of sliding- 
scale farm-price support policies has compounded an underlying problem of 
persistent rural poverty in areas where the basic disabling farm factors of 
insufticient family farm credit and farmers’ disadvantageous terms of trade have 
resulted in long-existent pockets, communities and areas of persistent and 
debilitating rural poverty. Your subcommittee made a thorough study of these 
distressed rural areas in 1949 at which many witnesses, including a representa- 
tive of the National Farmers Union as well as the then Secretary of Agricul- 
ture, presented complete and clear data describing the nature and size of this 
problem of chronic rural poverty in people, institutions, communities, and areas. 
Exhaustive analyses of 1950 census data bearing on this problem have been 
published. More recently the Department of Agriculture has submitted a com- 
plete report to Congress, based largely upon 1950 census data. 
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Limited data that have been published from the 1955 census of agriculture 
indicates that this problem of abject poverty among full- and part-time farm 
operator families still existed in 1954 in some areas and in an even greater rela- 
tive degree of poverty than in 1949. 


CHANGES IN CHRONIC RURAL POVERTY SINCE 1950 


Published official data are not yet available to make a complete analysis of 
the size and character of the chronic poverty among family-farm operators in 
1955. However, publication of census tabulations for Arkansas and some other 
States provide some basis for assessing the trends. 

The number of low-income part-time farms in Arkansas dropped from 26,713 
in 1950 to 20,104 in 1954. The number of commercial farms with gross sales of 
products of less than $5,000 fell by almost one-third, from 97,500 to 67,200. This 
occurrence would indicate progress, if large numbers of these families had 
climbed to higher income status. 

Comparison of census figures for 1954 with 1950 for number of family farms 
with gross income from sale of products of more than $5,000 indicates that very 
little if any of such a hopeful trend did occur. The number of farm units in 
Arkansas with sales of products between $5,000 and $25,000 per year rose by 
only 4,400 for 1950 to 1954. 

At least 30,000 or more low-income full- and part-time farm families in Arkan- 
sas did not climb to a higher farm-income status but left farming entirely. 

Over the same period of years the number of farm production units with sales 
of more than $25,000 almost doubled. 


NOT DUE TO ELIMINATION OF SHARECROPPER SYSTEM 


Nor were these trends due to the elimination of the sharecropper plantation 
system of farming in bottom land areas of the State. The number of share- 
croppers in Arkansas dropped by less than 6,000 from 1950 to 1954 and in the 
latter year there were still 23,000 sharecropper in the State. For other tenure 
groups the drop in numbers were: 7,000 fewer crop-share tenants, 1,000 fewer 
part-owners, 2,000 fewer cash tenants, and 16,000 fewer full owners. 

Altogether there were 10,000 fewer nonwhite farm operators and nearly 30,000 
fewer white farm operators in Arkansas in 1954 than in 1950. 


TEXAS SHOWS SAME TRENDS 


In Texas, for which 1955 census data have also been published, there was 
practically no increase in the number of farm units with gross sales of more 
than $25,000. 

However, the number of Texas farms with gross sales of less than $5,000 
dropped from 141,000 to 112,000, while the number of farms with sales between 
$5,000 and $25,000 dropped from 72,500 to 57,100. 

The number of tenant farmers in Texas dropped by 24,000 and the number of 
full-owner operators dropped by 14,000. 

The same trends indicated by these Arkansas and Texas figures are also 
mirrored by 1955 census figures that have been published for Oklahoma, Wis- 
econsin, Minnesota, Montana, Kansas, Colorado, North and South Dakota, and 
Tennessee. 

This admittedly incomplete data suggests that the size of the problem of 
chronie farm poverty has primarily been reduced not by improved status on the 
farm. Rather there is less farm poverty because so many poor farm families 
have been forced off their farms. 

I do not object to farm families wanting to move to the city. What I do 
object to is their being forced by economic circumstances to do so. There is an 
important distinction between these two types of outmigration in agriculture. 

This is the place where the growing farm depression of the past 3 years inter- 
twines with chronic farm poverty. Sliding scale farm policies have reduced 
chronic farm poverty by driving family farmers off the farm into towns to get 
city jobs or go on public relief rolls. 

To the extent that these families who have been forced off their farm have 
found improved economic opportunities, this is, perhaps, progress; but to the 
extent that urban insecurity and low urban income are substituted for rural 
insecurity and low income, this is retrogression. 


MIGRATORY FARM LABOR 


Probably the most abject area of rural poverty in America is on some of its 
richest and most productive farm lands. I invite the attention of your subcom- 
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mittee to the report of President Truman’s Commission on Migratory Farm 
Labor. I shall not here attempt to repeat the description included in that re- 
port of the very severely limited economic opportunity, low wages and poor liv- 
ing and working conditions of these 1 million workers whose extremely weak 
bargaining power makes them a chronically distressed and disadvantaged class 
in American agriculture. 

May I point out, however, that the ability of industrial agricultural managers 
to exploit its migratory hired labor is a disadvantaging factor not only for the 
unfortunate 1 million workers involved but also to the 41%4 million families who 
operate full- and part-time family farms. 


SOLUTION NOT SIMPLE 


You have asked me to comment on promising avenues along which we may 
expect to find solutions to the twin problems of farm depression and chronic 
farm poverty. I deeply appreciate your giving me the opportunity to do so. 

There is no simple panacea that will cure the twin problems of the growing 
farm depression and chronic farm poverty. What is required is a broad com- 
prehensive full parity family farm income protection program for family-farm 
operators supplemented by extension of minimum wage legislation and the 
protection of collective bargaining and other protective labor legislation to hired 
farm laborers and by repeal of the foreign farm labor importation subsidy law. 

I have tried to indicate in the preceding sections that the root causes of 
both chronic rural poverty and of the growing farm depression are: 

(1) The adverse terms of trade and weak market bargaining position of 
family-farm operators and hired farm labor; and 

(2) The lack of sufficient available credit adapted to family farm needs. 

Only a major nationwide, comprehensive program that will correct and over- 
come these basic conditions will bring any substantial improvement in the con- 
ditions of 4144 million full- and part-time farm operator families and 1 million 
migratory farm laborers who suffer from chronic poverty and bring a substan- 
tial reversal of the growing general farm depression. 


NATIONAL FARMERS UNION FULL PARITY FARM INCOME PROGRAM 


Recent proposals of the administration to step up research and extension of 
educational efforts among low-income-farm families are laudatory as far as 
they go. But it will take more than research, additional assistant county exten- 
sion agents, and exhortations of conventional credit agencies to correct the 
problem of spreading rural poverty in America. 

The following is a brief outline of specific steps I feel are the minimum that 
must be done if rural poverty is to be eliminated in America instead of being 
further augmented as is being done by existing Federal farm policies. 


I. Establishment of a “yardstick” Family Farm Loan Agency. 
II. Expand human use and demand for farm commodities. 
A. Domestic consumption expansion. 
1, Expanding full employment economy. 
2. National food allotment or stamp plan. 


t 


3. Expand school-lunch program to all schools, 

4. Federal financing of 2 half pints of milk per schoolchild per 
day. 

5. Credit program to encourage improvement of terminal mar- 
kets for perishable farm commodities. 

6. Better terminal market inspection of perishables. 

7. Provide more nearly adequate nutrition standards for public 


institutions. 
B. Expanded exports. 

1. Additional international commodity agreements. 

2. International Food and Raw Materials Reserve. 

8. Expand Agricultural Trade Development and Assistance Act. 

4, Expand point IV program of assisting free world economic 

growth and development. 

5. Continue and use Reciprocal Trade Agreements Act. 

6. Trade adjustment aids to United States industries, com- 
munities, workers and farmers injured by tariff and im- 
port quota reductions. 

7. Customs simplification. 


25491 5S 66 
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III. Fair trade for farmers. 

A. Enactment of mandatory farm price supports for family farm pro- 
duction of all commodities at 100 percent of a fair parity, using 
production payments as well as loans, purchase agreements and 
purchases as methods of support. 

B. Expand Federal crop insurance program. 

IV. Keeping supply marketing in balance with augmented demand. 

A. Establish conservation acreage reserve. 

B. Revise and extend marketing quotas. 

C. Marketing agreements and orders. 


YARDSTICK CREDIT AGENCY FOR FAMILY FARMERS 


The Farmers’ Home Administration should be immediately transformed into 
a fully adequate “yardstick” family farm loan agency by enactment of improved 
farm credit bills that have been introduced in the Senate by Senators Sparkman, 
Kefauver, Kerr and Humphrey (S. 1199 and 8S. 2106) and in the House by Con 
gressmen Wright Patman (H. R. 4300), Polk (H. R. 2174), Lester Johnson 
(H. R. 2410) and Knutson (H. R. 3784); or a new bill incorporating their 
features. 

The credit needs of family farming are tremendous and growing. Credit 
should be available at the times needed and its terms and conditions should 
be adapted to characteristics of farming as a combined business and way of life 

Much of the credit needs of family farming can be and are being met by loans 
obtained from private individuals and such credit institutions as banks and 
insurance companies. Farmers themselves can meet many of their credit needs 
cooperatively through the institutions of the farm credit system and through 
organizations of credit unions and similar institutions. Altogether, it should 
be expected that these sources should supply the great bulk of the credit needs 
of family farmers. However, inasmuch as all of these institutions must obtain 
their funds from commercial money markets and conduct their operations along 
traditionally conservative financial lines, they find themselves unable to per 
form the entire farm credit job. 

Such institutions find it difficult to pioneer in the meeting of newly recognized 
or newly emerging farm credit problems. They are not set up to use their 
credit resources to meet the high risk needs of severe disasters and emergencies, 
economic or natural. They cannot afford to participate in credit operations when 
a relative high intensity of technical assistance and loan servicing are required 
to render loaning activities essentially sound from a strictly financial viewpoint 
Moreover, all of these private individual and corporate and cooperative institu 
tions have a market tendency in the absence of outside stimulation to become 
traditional custom-bound, and increasingly restrictive in their credit policies 

There is nothing morally wrong about this nor even economically unsound. It 
just means that the legitimate interests of family farmers require a separate 
supplemental and yardstick credit operation. This can best and most efficiently 
be supplied to the Nation by the Federal Government. Such an agency should 
have the legal authority and sufficient funds to meet all of the family farm 
credit needs not filled on reasonable terms by private cooperative and other 
corporate lending agencies. 

This is more than a problem but includes that of enabling young farmers to 
get started in farming, of enabling low-income farm families to broaden their 
economic opportunities and earning power, of helping the victims of disaster 
situations to rehabilitate their operations. It is a need that extends across the 
board to other and more fortunate family farmers as well as those named. Such 
an agency would stand ready to meet any legitimate farm credit need not met by 
existing private agencies on reasonable terms. The agency would both make 
direct governmental loans and would insure loans of private lending agencies 

To meet this need National Farmers Union continues to urge adoption by 
Congress of legislation to establish a Federal family farm loan agency that will 
serve in a “yardstick” capacity to make available to family farmers all types 
of required credit adapted to family farm needs in appropriate amounts on 
reasonable terms where the family is unable to obtain such credit from estab 
lished private sources. 

The need for expansion of “‘yardstick” family farm credit is particularly severe 
in areas of high risk farm production, in areas characterized by a high propor 
tion of extremely low income farm families, and to help beginning farmers to get 
established on fully adequate units. 
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For each of the latter groups particularly and for certain other situations, 
adapted credit must be combined with the intensive type of farm and home man- 
agement technical assistance that formerly was a major part of the loan servic- 
ing of Farmers Home Administration and its predecessor agencies. 

Provision of such “yardstick” family farm credit would eliminate one of the 
major causes of rural poverty and farm depression, 


FAIR BARGAINING POWER FOR FARMERS AND FARM LABOR 


The other important element of the program needed to abolish rural poverty 
and to enable farmers to pull out of the depression into which they have been 
pushed by the sliding scale program is a series of programs to even up the scales 
of bargaining power so that family farmers and farm laborers will be assured 
of fair treatment in their economic relations with big industry and big business. 
In my opinion this means the inauguration of a full parity family farm income 
protection program and special protective legislation for hired farm labor. 


INCOME PROTECTION FOR FAMILY FARMS 


National Farmers Union continues to urge the enactment of laws requiring the 
Government to use production payments and price-support loans, purchase agree- 
ments, and purchases to maintain the returns per unit of commodity of the family 
farm production of all farm-produced commodities at 100 percent of a fair parity 
price. 

Parity price.— Parity for any farm commodity should be figured as the return 
per unit of the commodity that would give farm families who produce it an 
opportunity to earn the equivalent income and purchasing power that can be 
earned by people in other occupations in an expanding full employment economy. 

Family farm volume protected.—<An individual farm family would be eligible 
to obtain payments and price-support protection on their sales only up to the 
maximum volume of a family farm. 

Methods of support Price-supporting Government purchases of commodities 
would be used only where required to relieve temporary seasonal market gluts 
and where either the commodity can be economically stored from year to year 
or where specific useful noncommercial outlets are in sight for the commodities 
purchased. Price supporting purchase agreements and nonrecourse price-support 
loans would be used to even out seasonal patterns in prices, prevent gluts at 
harvest time, and to maintain orderly marketing and market stability. Govern 
ment purchases, unrelated to the income protection program, would also be used 
where needed to develop and maintain the national safety reserve, strategic 
stockpile or ever-normal storehouse of food and fiber commodities. But primary 
reliance for commodity income support would be placed upon use of compensatory 
production payments direct to farmers to nake up the margin by which market 
prices received by farmers fell below the parity level for that commodity. 

Crop and livestock insurance.—Farm commodity production payments and 
price-support programs protect farmers against unfair economic hazards re- 
sulting from their weak bargaining power in the market. They do not help 
at all in case of livestock loss or if a crop is a failure because of drought, flood, 
insects, or other natural disasters. 

To fill this need, National Farmers Union urges adoption and rapid expansion 
of the Federal crop insurance program. Its provisions should be expanded to 
farm livestock. The fundamental idea of this program is that Americans never 
do sit idly by as their neighbors in another part of the country are subjected 
to great loss and destruction due to natural causes. Billions of dollars of relief 
funds in past years have been expended to overcome the suffering due to drought 
and such after they happened. The idea of crop insurance is that people in 
the Nation, by paying the administrative and experimental costs of such a pro 
gram, enable farmers through the annual payment of premiums to insure them 
selves against the income loss due to natural hazards and thus reduce the future 
future need for special disaster relief expenditures, 


MAINTAIN EXPANDING FULL EMPLOYMENT ECONOMY 


National Farmers Union supported the original enactinent of the Employment 
Act of 1946. We continue to urge that the Federal Government utilize its pro 
gram and resources to promote maximum employment, production and purechas 
ing power and foster free competitive enterprise and the general welfare. 
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Farm people, we believe, have a uniquely significant interest in the develop- 
ment and maintenance of an expanding full employment economy. Economic 
history of the last 45 years, clearly indicates that farm family incomes fall in 
any year when the total national economy grows by less than 10 percent per year. 

This history, also, shows that in years when less than 2.5 percent of the labor 
force was unemployed the farm parity ratio averaged 105. When between 5 
and 10 percent of the labor force was unemployed, the farm parity ratio averaged 
91; and when more than 20 percent were unemployed farm parity ratio was 
only 71. 

EXPANDING DOMESTIC CONSUMPTION AND MARKET DEMAND 


Effective advertising and merchandising of farm-produced commodities are of 
some value in expanding domestic markets for farm products. Sut they cannot 
be relied upon to bring about any very large expansion in the total United States 
demand for all food and fiber. The Nation’s leading economists are agreed that 
the only way to very greatly increase consumer demand for food and fiber is 
through increased purchasing power of groups of consumers that do not now have 
sufficient buying power to buy the food and clothing they need and want. 

The largest untapped market for farm products is made up of the unemployed, 
the dependent widows and children, permanently handicapped, and disabled, the 
aged, and other low-income consumers. These people, with incomes from pri- 
vate and governmental sources of less than $1,000 per person per year, simply do 
not have enough purchasing power to maintain all the other needs of life and still 
spend as much for food and clothing as they want and need for adequate stand- 
ards. These people want to buy more. They will accept commodities provided 
by Government distribution, but they would prefer to be able to buy them at reg- 
ular stores like anybody else. 

To make this possible, and bring about a vast increase in United States con- 
sumption of food commodities, National Farmers Union continues to urge 

Adoption of a nationwide food allotment stamp plan: 

Expansion to all schools of the national school lunch program now serving 
less than one-third of the schools: 

Improvement and expansion of the fluid milk for school children program 
to provide free at least two half-pints of milk per child per day and pay local 
school district administrative costs ; 

Adoption of improved Federal standards and inspection of perishable 
farm commodities in terminal, as well as shipping, markets with adequate 
Federal financing ; 

Adequate nutrition standards for the Armed Forces and veterans’ hospi- 
tals, penal institutions, hospitals, and other public and private nonprofit 
agencies by means of commodity donation or food subsidies ; 

Adoption of a credit program to encourage modernization and improvement 
of perishable farm commodity terminal markets. 

The fluid milk for schools and expanded school lunch programs particularly 
need expansion in areas of a high proportion of low income families and of migra- 
tory farm laborers. Adoption and implementation of the nationwide food allot- 
ment stamp plan would mean a very great deal to migrationary farmworkers and 
low-income farm-operator families. It should be kept in mind that more than 
50 percent of all American families who have incomes of less than $2,000 are 
farm-operator families, about 3 million of them. Another 1 million of the lowest 
income United States workers are migratory farm laborers. Thus over two- 
thirds of those who would be eligible for income augmentation under the food 
stamp plan would be families who live or work on farms. 


EXPANDING FOREIGN CONSUMPTION AND MARKET DEMAND FOR UNITED STATES FARM 
COM MODITIES 


Many United States produced farm commodities, up to 10 percent of total 
production, must in normal years find a market outside our national boundaries. 
This market can and should be expanded. Additional agricultural attachés 
and improved advertising and merchandising will help some. But just as in the 
ease of domestic market, the really big increases in market demand for United 
States produced farm commodities can come only from increased purchasing 
power in foreign countries, or from United States Government purchases de- 
signed for foreign shipment. We are convinced that this total can be raised from 
the current annual export sales of about $3 billion to at least $4.5 billion by the 
combined and coordinated use by our Nation of the following (and we will be 
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protecting our farmers at the same time, by intelligent methods, rather than 
restrictive ones, against the ill effects of imports that compete with United States 
farm products) : 

Negotiation and establishment of additional international commodity agree- 
ments for all raw materials that enter importantly into international trade, 
similar to the International Wheat Agreement, which will bring into agreement 
all of the importing nations as well as all of the exporting nations for each 
commodity ; 

Negotiation and establishment of an international food and raw materials 
reserve or clearinghouse, to stabilize supplies, relieve famines, and stabilize 
prices of all food and other raw material commodities that enter importantly in 
international trade; 

Expand the authorizations of the Agricultural Trade Development and As- 
sistance Act to provide for $1.3 billion per year of donations and sales for 
soft currencies of United States farm commodities instead of the $600 million 
per year now authorized and expand the purposes for which donated commodi- 
ties and loans of soft currency may be used to include establishment and opera- 
tion of systems of universal free general and vocational education in nations 
of the free world where such do not now exist; 

Continuation and intelligent expansion of the point IV program of United 
States aid to economic development of other free nations in a way that will in- 
crease coordinated economic growth of the nations of the free world; 

Continuation of the reciprocal trade agreements providing for worldwide 
tariff reductions and customs simplification backed up with programs of read- 
justment aids to United States farmers, workers, industries, businesses and com- 
munities whose economic situation is temporarily disadvantaged by a United 
States tariff or import quota cut. 


KEEPING FARM MARKETING IN BALANCE WITH AUGMENTED DEMAND 


Vastly expanded exports and increased domestic consumer demand for United 
States farm commodities would be augmented speedily by adoption of the pro- 
grams discussed earlier. However, such increases would not in any particular 
year be evenly spread over different commodities. Nor is it likely that increased 
or decreased production due to technological development and weather condi- 
tions would be spread evenly over all commodities. With output of a farm 
commodity expanding faster than augmented demand in any particular year or 
over a period of years, this has a depressing effect upon prices received by 
farmers and farm family incomes. 

Production payments and price-support loans and purchases should be used 
to keep farmers’ returns at the parity level for short periods of time but will 
soon become worn out if used too constantly. 

To remove the strain of constant heavy use from the support program, Na- 
tional Farmers Union continues to urge Congress to adopt realistic workable 
programs that farmers can use to keep the market supply of farm commodities 
in reasonable balance with export and domestic consumer demand as augmented 
in the ways discussed earlier. 

The marketing adjustment programs urged by National Farmers Union are: 
(1) Conservation acreage reserve; (2) revised and extended marketing quotas 
authority ; and (3) marketing agreements and orders. 

Conservation acreage reserve: The most important of these in terms of the 
number of farmers benefited is the conservation acreage reserve. Under this 
program the Secretary of Agriculture would determine the number of acres of 
farmland not needed in the year ahead for production of home use and com- 
mercial sale of crops, including hay. The Government would then stand ready 
to contract with farm operators over the country to put as much of their land 
into the conservation reserve as each individually cared to, receiving in return 
a conservation award per acre equal to usual cash rent or customary landlord’s 
share for putting the land into its optimum conservation conditions. If special 
facilities, land treatments, or construction were required, the farmer would be 
eligible, in addition, for an agricultural conservation payment under the ACP 
program to defray a part of the cost. In case more acres were made available 
for the reserve than the national total, the Secretary would assign each State 
and county its proportionate share of the national total. An individual farmer 
could offer to place all, a part, or none of his farmland into the reserve. The 
maximum conservation award would be $2,000 to any one farm family. 








1032 LEGISLATION TO RELIEVE UNEMPLOYMENT 


The conservation acreage reserve would be made up of two parts: (1) so- 
called diverted acres (land not needed for production of crops subject to mar- 
keting quotas) and (2) land diverted from all soil-depleting uses. The Secretary 
of Agriculture would determine the latter by using official statistics to calculate 
the amount of farmland needed in total to fill augmented domestic consumer 
demands at a full employment level of national economy plus expected exports. 
To the figure so obtained he would add the diverted acres unneeded for produc- 
tion of specific Commodities by virtue of the operation of marketing quotas. 
This latter would make it possible for wheat producers, for example, to use 
land, not needed for wheat, for any use they pleased, except wheat, or to add 
it to the national conservation reserve, if they so desired. This would largely 
prevent the use of diverted acres from one crop being used to unduly increase 
the market supply of another commodity and thus lower its prices and the farm 
family income of its producers. 

The value of the conservation acreage reserve to the Nation and its farmers 
results not only from its significant contribution to greatly reducing the drain 
upon our soil and water resources, but also because a small adjustment of, for 
example, 5 percent in quantity marketed will raise farm prices and farm gross 
income by 4 or 5 times as much without causing a similar rise in prices paid 
by consumers. 

The conservation acreage reserve would be wholly voluntary and existing laws 
prohibiting the eviction of tenants and the protection of small farmers should 
remain in force. The reserve would be used as a means to reduce total crop 
production below the level required in a full employment economy with special 
food programs. 

Marketing quotas: Even with the demand-expanding programs and the con 
servation acreage reserve in full operation, fluctuations in weather and export 
demand and erratic rates of growth of improved farm technology will bring 
about temporary maladjustments for individual farm commodities. 

To protect against the hazards of these developments and to enable dairy, egg. 
-hicken, and livestock producers to utilize the same principle, National Farmers 
Union urges that the authority for farmers to make use of marketing quotas 
be extended to the producers of all farm commodities. 

The national marketing quota for any commodity would be set at a volume 
of sales by farmers equal to expected total United States consumption, as aug 
mented by the programs discussed above. 

Zach individual producer family would receive a pro rata share of the national 
inarketing quota, expressed in bushels and pounds rather than acres, except for 
obacco and peanuts based upon the following: 

(1) His sales in past 3 years in relation to total marketings: 

(2) Progressively heavier percentage cuts for families with larger volumes 
of sales; 

(3) No farm family would be reduced below a realistic minimum quota : and 

(4) The individual marketing quota would be assigned to the farm operator 
rather than the land and would be transferable. 

The individual producer would be free to produce and sell as little or as much 
of the commodity as he desired. If he chose to stay within the quota assigned 
to his family, he would be eligible to receive production payments and obtain 
price support loans and purchase agreements. If he chose to sell more than his 
assigned marketing quota, he could do so by selling all of his marketings at the 
market price and paying a stabilization fee or penalty on his overquota sales. 

Adoption of the marketing quota system for any commodity would be, as now, 
determined by secret ballots in a referendum. Quotas would be adopted only if 
two-thirds or more of the producers voting in the referendum approved. 

Inclusion of adequate minimum quotas in the allocation to individua] farm 
families and utilization of the progressive graduation scale of the percentage 
eut from the 3-year base are important protections for low income farm families 
in the operation of marketing quota programs. The minimum individual family 
quotas provided in existing quota programs for wheat, cotton, and rice are much 
too small for this purpose. None of the existing quota programs except the 
one for sugar provides for larger producers taking heavier cuts than small 
producers. 


IMPROVED STATUS AND BARGAINING POWER FOR MIGRATORY FARM WORKERS 


The 1951 report of President Truman’s Commission on Migratory Farm Workers 
recommended a large number of measures required to improve the lot of such 
workers. All of those should be adopted. The protection of the minimum wage 
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law should be extended to those workers. They should be protected in their 
right for collective bargaining the same as any other hired workers. Employers 
should be required to provide, at their own expense, sanitary comfortable living 
conditions and safe working conditions. Hired child labor on corporate and 
industrialized farms should be prohibited by law. 

To help prevent the further growth in the number of factories-in-the-field 
care should be taken by Congress to see that the 160-acre limitation is included 
in every law authorizing a land reclamation project and the executive branch 
should be watched carefully to see that this requirement is not breached in 
administrative practice. 

The Mexican farm labor importation law should be repealed. 


SUMMARY 


Federal actions needed to rehabilitate our depressed rural economy and to 
abolish rural poverty needs to be composed of a complex of specific phases dis- 
cussed above that will eliminate or overcome the three major forces that cause 
these conditions: 

1. A firm adequate family farm income protection program is needed to replace 
the existing sliding scale farm price support program to even up the now very 
weak bargaining power of family farmers in the so-called free market. 

2, A firm Federal regulatory program to protect and improve the bargaining 
power of hired farm labor ; and 

3. A “yardstick” family farm loan agency should be set up to overcome the 
eurrently debilitating scarcity credit, adapted to family farm needs, particularly 
low income farm families. 

In all phases of these programs, care needs to be taken to insert specific 
proposals that will increase their services to small farms and will not contribute 
to expanding the number of larger-than-family farms. Provisions such as the 
following: 

(a) Authorization and appropriation of adequate funds to the “yardstick” 
credit agency to enable it to employ farm and home management technical 
advisory workers to work with borrowers who need that assistance. 

(b) Eligibility of any one family for production payments and for price sup- 
port loans and purchase agreements should be limited to the maximum produc- 
tion of a fully adequate family farm. 

(c) Those farm family members who desire to obtain part- or full-time off-farm 
jobs should be provided special vocational training and job-finding assistance 
in an expanding full employment economy. 

(d) Special provision should be made in administration of the national food 
allotment stamp plan when one is adopted to see that low income farm-operator 
families and farm laborer families are made eligible for participation. 

(e) Special efforts should be made to expand the school lunch program and the 
school fluid milk program in low income rural areas. 

(f) Special legal protection should be written into any conservation acreage 
reserve that is adopted to be sure that tenant or sharecropper families cannot 
be evicted by their landlords as a result of operation of the program; to keep the 
program completely voluntary to the individual farm family; that a limit of not 
more than $2,000 be applied to reserve payments. 

(7g) In the operation of marketing quotas, an adequate minimum for each 
participating family should be provided and the required cut from the base should 
be a progressively greater percentage as the volume of base sales increases. 


STRENGTHEN AMERICA’S FAMILY FARMS—STATEMENT OF JOHN A. BAKER, CoorpI- 
NATOR OF LEGISLATIVE SERVICES, NATIONAL FARMERS UNION 


I have the honor and privilege this morning of presenting the views of Mr. 
James G, Patton, National Farmers Union president, on family-farm policy, the 
most important to our organization of all domestic issues. 

I, also, consider it an unusually gratifying opportunity to appear before this 
Family Farm Subcommittee. 

We, in Farmers Union, have followed the fine work of your subcommittee very 
closely and very interestedly. We want publicity to commend you as highly as 
we know how for the work you have done, for the hearings you have held, and 
for the magnificent interim report your subcommittee has written and published. 
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We wish to associate ourselves with the basically fine attitudes you expressed 
in that report, and with your accurate description of the problems of America’s 
family farmers. 

We could not agree with you more than with your statement of the unique and 
fundamental importance of the family farm to the generation, development, 
preservation, and improvement of the democratic free-enterprise system of 
government and economics in the United States. 

We share your anxiety that the American family-farm pattern of agriculture 
is under severe strain from current and prospective economic and political trends 
in the Nation. Wecommend your expressed desire to develop new and amended 
Federal laws to reverse these adverse trends. We share your conviction that 
these developments are national in scope and national in their ill effects on 
farm people and upon the entire society, as a whole. 

We are in substantial detailed agreement with the conclusions and recom- 
mendations of your interim report. We should like to underline our agreement 
with you by quoting as our own the following paragraphs from page 22 of your 
report. 

We conclude, as did your subcommittee, “that the farm program must begin 
with the family farm; that the program should not aid the factory-in-the-field 
type of farming * * *; that specific emphasis must be placed upon the develop- 
ment of our smaller farms into adequate units with resources sufficient for 
economic production; and that the rights of tenants as well as those of land- 
owning farmers must be protected.” 

We also agree with you “that steps must be taken to protect the income of 
family farms at full parity returns on their production, with the benefits of such 
income and price protection limited to the output level of the family-type farm.” 

We could not state the position of our organization any more correctly nor 
more concisely than you have. 


2. WHAT IS A FAMILY FARM? 


Before discussing the problems of family farmers and our suggestions for 
solutions to those problems, it might be well to have before us a clear statement 
of what we mean when we speak of the family farm. To us, a family farm 
is an agricultural-production enterprise about which the following two questions 
can be answered “Yes.” First, does an individual or a family depend upon the 
farm for a substantial part of its family living and income? Second, is the farm 
of such size and organization that the head of the family and other family 
members of a typical farm family could themselves perform the bulk of the 
human labor required for management and operation of the farm? 

The most recent National Farmers Union convention meeting in Denver, Colo., 
in March of this year, adopted the following definition: “A ‘family farm’ is an 
agricultural-production unit which can be efficiently operated by a typical full- 
time farm-operator family that furnishes most of its own labor.” 

Thus, there is no means test at the bottom of the scale saying, “You can’t 
be a family farmer because your income is too low.” Any family who operates 
a farm as the source of a substantial part of the family income can qualify no 
matter how inadequately low such income may be. 

Nor is there any arbitrary or fixed upper limit on acres or income as to the 
size of a family farm. In our view, a farm ceases to be family sized only when 
it becomes so large that a typical farm family would be unable to operate and 
manage it without hiring from outside the family more than half the required 
labor. 

All but about 2 or 3 percent of all the full- and part-time farms in the United 
States thus qualify as family farms. When your subcommittee addresses itself 
to a solution of the problems of family farmers, it is talking about virtually 
the entire farm problem. And well it might. 


WHAT’S HAPPENING TO FAMILY FARMS? 


Last winter we made a very careful analysis of the 1954 United States census 
of agriculture figures to try to find out what is happening to the family farm. 

The figures show that between 1950 and 1954 family farms lost ground to 
industrial factory-type units. Industrialized farming units increased by 26 
percent. The number of family farms dropped by 11 percent. 

The ratio of the number of family farms to the number of industrial agri- 
cultural production units dropped from 34 to 1 in 1950 to 24 to 1 in 1954. The 
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number of both tenant-operated and owner-operated family farms dropped, with 
the drop in tenant farms somewhat greater. 

The lowest income family farms were the hardest hit. While family farms 
with gross sales of $5,000 to $25,000 were able barely to hold their own, the 
number of family farms in the $500 and less gross-sales classes dropped in 
numbers by nearly one-fifth. 

Your subcommittee is already aware of these facts. 

3ut it may not have come to your attention that the census figures also reveal 
one of the major reasons for the growing distress on the family farm and one 
of the major places to look for a solution to the problem. 

Those types of farms that produce commodities that were protected over the 
period by firm, relatively adequate price supports actually increased in number. 
The number of those types of farms which produced commodities that were on 
the sliding scale dropped considerably, while those types of farms whose major 
commodities were not protected at all by a program lost numbers in, by far, the 
heaviest percentages. 

The results of our analysis are contained in the legislative analysis memoran- 
dum, dated January 6, 1956, which I have placed before each of you, marked as 
“A”, T request that this memorandum be placed in the record of these hearings, 
following my oral statement. 


Reafiirm national family farm policy 


In view of the distressing trends revealed in your subcommittee interim 
report and mirrored in the census of agriculture figures I have cited, we feel that 
Congress should go on record reaffirming positively the Nation’s long-standing 
policy to preserve and strengthen the family farm. We believe that a resound- 
ing statement of findings and policy by the entire Congress along the lines 
charted in your own interim report would provide a source of renewed hope 
to the millions of family farmers in the Nation. We think it also would have a 
desirable influence on future executive branch policy determinations. Addi- 
tionally, such action now would provide the foundation for improved future 
farm legislation by the Congress. 

In this connection, we invite your attention to the proposed family farm 
policy resolution, H. R. 3780, introduced by Congresswoman Coya Knutson, 
a member of your subcommittee. Each of you has a copy before you on the 
desk. Similar bills have been introduced by Congressmen Polk and Johnson, 
members of the full committee, by several other Congressmen and by Senator 
Humphrey and several other Senators. The policy positions stated in the pro- 
posed resolution and those included in your interim report are practically iden- 
tical. We heartily concur in them. 

We recommend your study of this proposal. We hope you will improve it and 
redraft it in light of your hearings and your experience in writing your interim 
report. Make it a definite and inspiring statement of the views expressed in 
your report and in the proposed resolution. Then, we urge you, recommend 
its favorable consideration to the full committee so that it can be passed by 
Congress before adjournment. 


4. THE NUB OF THE FAMILY FARM PROBLEM 


Family farmers’ weak bargaining position in our otherwise highly ration- 
alized economy is the basic underlying factor that generates the family farm 
problem. In a free legislatively tempered and conditioned economy such as 
we have of relatively scarce goods and services, market bargaining power is 
the power to withhold from others what they want and do not have. Most 
other segments of the economy possess such power to a much higher degree 
than family farmers. 

For various reasons, all of them sanctioned by Federal law, the farm family 
must buy from suppliers who have power to withhold goods and services to ob- 
tain their set price, a power that has often been enhanced by tariffs and other 
legislation and that has been only partially, and often only temporarily, curbed 
by antimonopoly and other legislation. 

Likewise, for various reasons, all of them sanctioned by Federal law, the 
middleman buyer of farm commodities can withhold his processing and dis- 
tribution services until his prices (profits) are met through lower farm prices 
and higher consumer prices, except as the bargaining scales have been evened 
up through Federal laws protecting farmers’ bargaining cooperatives, such as 
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Federal milk marketing orders, and more directly through Federal farm income 
protection and price support programs of various kinds. 

Likewise, in the money and credit markets of the Nation, and again for various 
reasons, all of which are permitted for or facilitated by Federal laws, the farmer 
must go with at in hand to a lender who can withhold his loanable funds 
until his price, in interest rate and repayment terms, is met. This is still 
largely true, even though the scales have been somewhat evened up by Federal 
encouragement of farmers’ cooperative credit institutions and by operation of 
Farmers Home Administration. Even now, the cooperative institutions them- 
selves must go to the money markets where, to be sure, their bargaining posi- 
tion is stronger than that of an individual farmer, but not as strong as those 
money lenders protected by Federal banking laws, with whom they must deal. 

The competitive market position of family farmers is, also, weakened by the 
extremely weak bargaining power and consequently low wages and poor working 
conditions of hired farm workers on industrial agricultural production units. 
The production of such low-wage production unions is in direct competition with 
the commodities produced by the labor of family farm operators and their 
families. This, too, is sanctioned by Federal laws. Protective labor legislation 
provided by Congress for almost all other labor has not been extended to hired 
farm workers on factories in the fields. We have even gone in the opposite 
direction. We have caused the Federal Government to set up positive programs 
to facilitate, and partially subsidize, the importation low-paid farm laborers 
from other countries. 

The family farmer is caught in a bargaining vise that is constantly being 
Squeezed tighter. At every turn the family farmer must, in the absence of 
family farm protective legislation, deal with or compete against those whose 
market bargaining position is markedly superior to his own. 

For family farmers engaged in some types of farming and for those located 
in certain large geographic areas, the adverse terms of trade and credit have 
been even more severe than in others. In these particularly disadvantageous 
situations, family farmers not only shared the weak bargaining position common 
to all family farmers; they were also additionally burdened by particularly 
onerous credit conditions, poor transportation facilities, difficult terrain, ad- 
verse tenure institutions, and a variety of other conditions that trapped them, 
and in several large areas of the Nation, their entire community or region with 
them, in a condition of chronic rural poverty. These conditions blocked them 
from adopting improved farm technology and better farm and home manage- 
ment practices. Thus they have been prevented by forces, largely beyond their 
own control, from keeping pace with an advancing nation. 

Except for the farm programs that have been adopted over the decade by 
the Congress, the situation would now be even worse than it is. But even 
with the legislation that we do have, we still see a double-barreled disadvantage. 
All family farmers suffer from extremely weak bargaining power and consequent 
adverse terms of trade relative to other segments of the national economy. Some 
214 million full- and part-time family farmers among them are so deeply dis- 
advantaged by weak bargaining power and other circumstances, that they are 
unable to earn even minimum adequate family income as measured by estab 
lished standards. 

The net result of this combination of these adverse circumstances of family 
farmers is concisely indicated by official Department of Agriculture statistics 
which state that the per-person income from all sources of farm people in the 
United States was only $860 in 1955 The per-person income from all sources 
of the nonfarm population was $1,922, more than twice as much. In 1955, 
according to United States Department of Commerce reports, average income 
per family for farm families was only $3,588 compared with a nonfarm average 
of $6,297. 

The condition I have sketchily described is not a recent development. It has 
been the constant characteristic of family farming throughout the history of 
our Nation and of the world. Its adverse effects have been only partially over- 
come in periods when either the national economy was growing at unusual 
rates of more than 10 percent per year or when Government stepped in with 
relatively adequate programs. 

Obviously, the weak bargaining position of family farmers cannot be very 
significantly improved by tearing down and destroying the strong bargaining 
positions, based on Federal law, of the sellers of farm supplies, of the buyers 
of farm products, of the moneylenders, and of industrial-type agricultural pro- 
ducers. We should, of course, continuously try to keep this under as much 
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control as general public interest requires. But to tear down the market bar- 
gaining power of indstry, business, labor and industrial agricultural producers 
to the level of that possessed by the family farmer would be completely to 
destroy the existing economic system, all of the production efficiencies and in- 
centives that it possesses, and all of the protective devices that have been built 
up to guard that system against recurrent depressions as well as chronic stag- 
nation. 

Therefore, the deirably realistic cure for the ill effects of the weak bargaining 
position of family farmers lies in additional Federal legislation that will directly 
grant additional bargaining power to the farmer and other additional Federal 
legislation that will provide additional special action, regulatory, service and 
research programs to help make up to the farmer for the disadvantages of his 
weak bargaining position. 

If the family farm structure of American agriculture is to be preserved and 
improved, the double-barreled disadvantages of family farming I have described, 
seem to indicate the necessity for a double-bareled solution. We must develop 
and put into operation a comprehensive program consisting of, (1) a general 
family farm income improvement and protection program to overcome and 
make up for the general market and trade disadvantages of all family farmers 
as a solid foundation under family farming in general, and (2) special supple- 
mental program designed to assist family farmers with inadequate economic 
opportunities to improve their productivity and earning capacity. The former 
is needed not only to meet the needs of the relatively less disadvantaged family 
farmers. But, also, such a general family farm income protection and improve- 
ment program is absolutely essential to the success of any supplemental pro- 
gram for low-income farm families. 


5. FEDERAL FAMILY FARM PROGRAM 


sasic, we believe, to a solution to the central problem of all family farmers is 
the enactment of a much more adequate and more comprehensive family farm 
income improvement and protection and yardstick family farm credit legisla 
tion than is now on the books. 

As all the members of this subcommittee know, National Farmers Union con- 
tinues to recommend mandatory Federal legislation to provide 100 percent of 
parity income protection to the family farm production of all farm commodi- 
ties through a workable combination of farm parity income payments and 
price supporting loans, purchase agreements, and Government purchases, simi- 
lar to the short-lived Poage bill which many members of your subcommittee 
supported so strongly, buttressed by an adequate Federal crop-insurance pro 
gram. 

We are convinced that such a program need not be expensive if properly 
administered in conjunction with adequate action programs to expand domestic 
and foreign demand for farm commodities and in conjunction with programs 
to enable farmers to keep market supplies in balance with angmented demand 
such as a workable conservation acreage reserve, expanded and improved 
marketing quotas, and extension to other commodities where workable of the 
Federal protection for collective bargaining as under the milk marketing orders 
and the marketing agreements legislation. The effectiveness of such a_ pro- 
gram would be enhanced by establishment of a fully adequate yardstick family 
farm credit program. 

Our specific detailed recommendations on these phases of the comprehensive 
general farm program needed by all family farms are included in legislative 
analysis: memorandum, No. 56-1, which I have placed before each of you. 

We believe that all of these phases of a comprehensive full parity family 
farm income protection and improvement program should be enacted into law 
at the earliest possible date. Such a program is needed by all family farmers, 
both those on adequate units and those on inadequately low-income units. 

You and we have done our utmost to bring about such improvements in the 
general farm program over the past 2 years. 

Already in this session, your Agriculture Committee and the Congress have 
acted to attempt to improve the general farm program along the lines we in 
Farmers Union have recommended. Many of your efforts to improve the 
general farm program in the past 2 years have become law. Your major 
and most fundamental attempt, passage of H. R. 12, was, unfortunately, vetoed 
by the President. Other major improvements in the general farm program 
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applicable to all family farmers are now on their way through the legislative 
process, we hope, to final passage, before adjournment. 

On improving the general farm program for all family farmers, you have 
already gone just about as far as you can go before adjournment. Obviously, 
in view of the veto, an additional effort to improve the general income protec- 
tion and price-support program, along the lines of H. R. 12, or the Poage bill and 
other improved substitutes for the existing sliding scale legislation would not 
be productive of results. As punishing as this situation is for family farmers 
with economically somewhat more nearly adequate units, it is even more dis- 
astrous for 214 million full- and part-time farm families on economically inade- 
quate family farms. We simply cannot allow Congress to adjourn without 
urging you to enact some supplementary legislation that will enable these 24%, 
million families to stay on their farms for 1 more year in the hope that next 
year we can get some better general farm legislation adopted. Most of tne 
families on fully adequate family farms can weather through another year by 
cutting way down on their standard of living and going deeper into debt. But 
the farm families on less adequate units will, in hundreds of thousands, be 
driven away from their homes, if additional assistance is not given immediately, 
this year. 

For the long pull, we must reemphasize, regardless of how good it may be, 
a supplemental development and assistance program for low-income family 
farmers will succeed only if it is backed up by a fully adequate comprehensive 
family farm income improvement and protection program along the lines we 
have so strongly urged. I shall not take more time to discuss the need or 
justifcation for general family farm legislation. I request that Legislative 
Analysis Memorandum 56-1 which deals with this matter in greater detail be 
inserted in the record of this hearing at the end of my oral statement. 


6. RECOMMENDATION FOR SUPPLEMENTAI PROGRAM OIF ASSISTANCI FOR SMALL- 
FAMILY FARMS 


The excellence of your interim report indicates that members of your sub- 
committee have given a great deal of hard, intelligent thought to this problem. 
These are the family farmers whose incomes are chronically, year after year, far 
below any minimum adequate American standard of living. These nearly 2% 
million full- and part-time family farmers need a supplemental family farm 
development and assistance program that, along with an improved general family 
farm program, will help them to attain and maintain an adequate standard of 
productivity and income. The relatively adverse conditions of these 2144 million 
farm families are the result of a complex of forces far beyond their own ability 
to control or fashion. The adverse conditions of low-income farm families have 
resulted from a greater intensity and the more continuous and longer duration 
of the same enforced weaknesses in market bargaining power in commodity, land, 
credit, and service markets of the Nation that underlie the central problem of all 
family farmers. This greater severity and more intense application to them of 
the general market power disadvantages of farmers generally, justifies, we believe, 
the initiation of a broad scale supplemental program to aid low-income family 
farmers. 

Some of the supplement measures to aid low-income family farmers now needed 
in the context of an inadequate general family farm program will not be needed 
to the same degree or in the same form when a more nearly adequate general 
program is put into effect. 

Within the existing context, however, our specific recommendations, which I 
shall now outline, for legislation supplemental to currently existing inadequate 
general legislation are the minimum we feel is needed for enactment at this ses- 
sion of Congress to alleviate the situation of low-income farmers to pull them 
over the hump until an adequate small-farmer program can be enacted as a 
supplement to a fully adequate comprehensive family farm income protection 
and improvement program. 

We regret that our recommendations on this vitally important matter must be 
made in the discouraging context of the postveto situation. However, it is abso- 
lutely essential that something be done now to help these families stay on their 
farms while we continue to work for a better general program, including a more 
nearly adequate low-income farmer program. 


(a) Supplemental parity payments 
We have been impressed by the farm plan proposals that have been made by 
Congressman Pat Jennings of Virginia, a member of your subcommittee. While 
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they have not yet become the law of the land, we believe they have much to 
commend thenr. They were proposed by Mr. Jennings as a part of the general 
farm program, of course, and their principles should be so incorporated. But we 
believe that in the present situation Mr. Jennings’ proposals have merit for 
consideration for immediate application to assist the small-farmer problem in 
1956. We were gratified that your subcommittee incorporated this principle in 
one of the recommendations in your interim report. 

Specifically we recommend that section 303 of the Agricultural Adjustment 
Act of 1938, as amended (which is now inoperative for lack of appropriations 
to carry out its provisions), be further amended to read as follows: 

“Sec, 303. The Secretary is authorized and directed, through the Commodity 
Credit Corporation, to make payments to producers of farm commodities on the 
first $5,000 of their normal total sales of such commodities in amounts which, 
together with the proceeds of such sales, will provide a return to such producers of 
a parity gross income on such sales. The amount of payment due any producer 
shall be computed as follows: (i) gross sales of the producer up to $5,000, multi- 
plied by (ii) the number of percentage points by which (iii) estimated national 
realized gross farm income for the year fails to equal (iv) the parity gross farm 
income for the year. Parity gross farm income for the year shall be computed 
as (v) estimated national farm production expenses, plus (vi) parity farm oper- 
ators’ realized net income for the year. Parity farm operators realized net income 
for the year shall be computed as (vii) estimated national realized net income 
of farm operators for the year divided by (viii) 1955 per person income from 
farming of people on farms multiplied by the remainder of subtracting (ix) the 
per person income from nonfarm sources of people on farms from (x) the per 
person income of nonfarm people: Provided, however, That the payment to any 
producer shall not exceed 10 percent of his gross sales up to $5,000 or $500, 
whichever is the smaller. Such payments shall be in addition to and not in sub- 
stitution for any other payments authorized by law. For the purpose of reim- 
bursing the Commodity Credit Corporation for any expenditures made by it in 
connection with payments to producers under this section, there is hereby appro- 
priated for each fiscal year, beginning with the fiscal year ending June 30, 1957, 
an amount equal to the total of expenditures made by the Corporation during 
the preceding fiscal year and to any amounts expended in prior fiscal year not 
previously reimbursed.” 

All farm families would be eligible to receive these payments in any year in 
which the average per person income from all sources of people on farms was less 
than the average per person income from all sources of the nonfarm population. 
The payment to any producer would be limited to $500 per year or 10 percent 
ef his gross sales up to $5,000, whichever were the smaller. 

For 1955, for illustration, the payment of any producer would have been the 
smaller of $500, 10 percent of the producer’s gross sales up to $5,000; or (i) his 
gross sales up to $5,000 multiplied by (ii) the number of percentage points by 
which (iii) estimated national gross farm income for the year fails to equal (iv) 
parity gross farm income for the year, calculated as follows: 


1. (x) 1955 per person income of nonfarm population_-______._.._____ $1, 922 
2. Minus (ix) 1955 per person income from nonfarm sources of people 
ae gine aa ease ee eae anna paar ie pas bain cnt ceces ener 276 
3) DUBOIS nnn sss eine cs a a igteDamdataaps ise sd lc ae hace 1, 646 
Divided by (viii) 1955 per person income from farming of people 
on farms_- satis abel iba ahaa eaieicceiudgiintad antecedents ceboiioengil anise 584 
5. Equals — b eaieved itn telat aris = haceleiaibelh aeecanai dl esd nai ipicbhcmaaci 2. 82 
6. Multiplied by (vii) 1955 estimated national realized net income of 
CATER: OMGTSLOSS (ONMOO Dba ciccmekeeacnennmencuese= sc ccassamcsies a 
7. Equals (vi) parity farm operators’ realized net income (billion)... 30.5 
8. Plus (v) 1955 estimated national farm operation expenses (billion). 22.4 
9. Plus (v) 1955 estimated national farm operation expenses (billion). 52.9 
10. (iii) 1955 estimate realized gross farm income (billion) .---___--__ 33.2 
11. Divided by (iv) parity gross farm income for 1955 (billion) ---__~- 52. 9 
12. Equals (percent) - i ahsn dh Sein lh eae ie aaah asi ati aia ii carat wsetigtaieis, aa 
13. (ii) 100 percent minus 63 percent equals___-- ~~ hicctanssttel eapisieleecectigeasae Mien 0. 
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Thus, a producer with $4,000 of gross sales would have received a payment of 
$400 in 1955, which is the smaller of : 


(a@) $4,000X37 percent=$1,480. 
(Db) $500. 
(c) $4,000X10 percent= $400. 


A producer with gross sales of only $2,000, would have received a payment of 
$200; and a producer with $7,000 gross sales would have received a payment of 
$500. 


(b) Incentive payments on diverted acres 


' We recommend that the Agricultural Adjustment Act of 1938, as amended, de 
further amended, by adding to subtitle b, a new part VII, as follows: 


“Part VII. Compliance Payments 


“Sec. 360. The Secretary is authorized and directed to make diversion compli- 
ance payments to producers on land taken out of production of basic commodities 
by operation of this subtitle as follows: The total payment to a producer in 
any year shall be the sum of the payments due on the different crops produced 
by him, each computed as follows: (i) the acreage reserve payment per unit of 
commodity announced for the year by the Secretary, multiplied by (ii) the 
number of units of the commodity by which the current year’s marketing quota 
for that producer is less than the production at normal yields of the producer's 
base acreage of that commodity as computed through 1953: Provided, That the 
maximum payment under this section to any producer shall not exceed $250. 
Such payment shall be in addition to and not in substitution for any other 
payment authorized by law.” 

Adoption of this recommendation would eliminate a part of the severe eco 
nomic strain placed by marketing quota program on low-income producers with 
small acreages. 

(c) Minimum mark ting quotas or acreage allotmeiuts 

We recommend adoption of your subcommittee’s suggestion that the provi 
sions of parts II, III, IV, and B, subtitle B of the Agricultural Adjustment Act 
of 1938, as amended, be further amended to provide larger minimum individual 
marketing quotas, or acreage allotments, below which no individual family 
quota or acreage allotment for corn, wheat, cotton, or rice would be reduced. 

Similar provision for minimum quotas should be included in any legislation 
extending the privilege to using marketing quotas to producers of commodities 
not now covered in the authorization. 


(d) Increased augmentation of small agricultural conservation payments 


We recommend adoption of your subcommittee’s suggestion that provision be 
made for more liberal payments for soil conservation practices on small farms. 
To accomplish this we recommend that the third sentnece of section 8 (e) of the 
Soil Conservation and Domestic Allotment Act, as amended, be further amended 
to read as follows: 

“If with respect to any farm the total payment to any person for any year 
would be 

“(1) Not more than $20, the payment shall be increased by 80 per centum: 

*“(2) More than $20 but not more than $40, the payment shall be increased 
by $16, plus 40 per centum of the excess over $20; 

“(3) More than $40 but not more than 460, the payment shall be increased 
by $24, plus 20 per centum of the excess over $40; 

“(4) More than $60 but not more than $180, the payment shall be increased 
by $28, plus 10 per centum of the excess over 560 ; 

“(5) More than $180 but less than $225, the payment shall be increased to 
$225.” 


(e) Family farm development credit program 


To implement your subcommittee’s recommendation for intensified operations 
under the Farmers’ Home Administration, in which we heartily concur, we 
recommend that the Bankhead-Jones Farm Tenant Act, as amended, be further 
amended by adding the following: 
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“TITLE V—FAMILY FARM DEVELOPMENT CREDIT ACT 


“This title shall be known as the ‘Family Farm Development Credit Act of 
1956’. 

“Sec. 72. The President is authorized to determine from time to time, from 
the latest available official statistics, the counties or areas in the United States, 
not exceeding five hundred in number at any one time, having the largest low 
income farm population and to inaugurate and maintain in such counties and 
areas a program to effectuate this title. 

“Sec. 73. The Secretary of Agriculture is authorized and directed to provide 
the following services: 

“(a) Employ such full-time employees as may be required to carry on the 
purposes of this section. 

“(b) Make a complete analysis of the farm and farm operations and supple- 
mental employment opportunities to determine the most promising ways by which 
family income and productivity in combination with whatever off-farm employ- 
ment may be planned can be raised to an adequate level. After completion of 
such a farm and home plan, the Secretary shall render every assistance possible 
to the applicant and his family in putting the new program into effect, including 
technical assistance on improved farm and home practices, and assistance in 
obtaining credit needed from private, cooperative, or governmental sources to 
put these practices into effect. 

“(c¢c) To effectuate the purpose of this title the Secretary of Agriculture is 
authorized, upon such conditions as he shall prescribe, to insure and make loans 
for periods not to exceed twenty-five years, and at a rate of interest not to 
exceed 3 per centum per annum for the purpose of financing the enlargement and 
development of owner-operated family-type farms by (1) the acquisition of addi- 
tional land, (2) the establishment of improved pastures and sustained yield 
woodlots (8) the construction of adequate farm buildings and structures (in- 
cluding drainage facilities, irrigation facilities, and other facilities for the use, 
conservation, and improvement of soil and water), and (4) such other related 
farm improvements as will increase the income-producing ability of the farm 
unit to a more nearly fully adequate family farm. 

“(d) (1) To make or to insure three- to fifteen-year loans at a rate of interest 
not to exceed 3 per centum per annum advanced by production credit associa- 
tions and by private lenders for non-real-estate capital investment purposes; (2) 
to make loans up to fifty years at a rate of interest not to exceed 3 per centum 
per annum to eligible applicants to acquire and manage on a sustained-yield 
basis additional forest or cut-over land; 43) to make loans for periods up to 
ten years at a rate of interest not to exceed 4 per centum per annum to enable 
an eligible applicant to acquire needed logging equipment; (4) to make loans 
up to 10 years at a rate of interest not to exceed 4 per centum per annum to 
enable operators of large scale farm machinery for hire to farmers, the scope 
of whose operation are too small to justify the cost of such machinery, to finance 
the purchase of such equipment; (5) to make loans of not more than five years 
at a rate of interest not to exceed 4 per centum per annum to eligible applicants 
to purchase capital stock of and pay membership fees to existing or new supply, 
service, processing or marketing cooperatives including timber marketing and 
processing cooperatives ; and (6) to make loans to refinance existing indebtedness 
incurred for any of the above purposes on terms and conditions applicable to 
loans for such purposes: Provided, That creditors will enter into voluntary 
agreements to make needed adjustments of outstanding indebtedness to realistic 
income possibilities of the collateral for the existing mortgage or mortgages: 
Provided further, That the Secretary of Agriculture shall establish a variable 
repayment schedule for all of the foregoing types of loans such that the repay- 
ment of interest and principal in any single year shall bear a reasonable rela- 
tionship to the income of the participating family in that year.” 

(f) Industrial development assistance in areas of high underemployment 

In many areas where low-income family farms are highly prevalent, all 
phases of the entire economy of the community, county, or other area are charac 
terized by a general condition of chronic unemployment and underemployment. 
In such areas, many activities in addition to improved general farm programs 
and the recommended supplemental family farm development and assistance 
program herein recommended are required. 

In this connection, we invite the attention of the members of the subcommittee 
to the Spence bill that has just been favorably reported by the House Banking 
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and Currency Committee. In addition to a broad program of industrial rede- 
velopment loans and technical assistance for urban areas of high chronic unem- 
ployment, the bill also includes a program of industrial deveolpment loans and 
technical assistance by the Federal Government for rural areas of high chronic 
underemployment. 

This is the program included in a bill introduced in several sessions of Con- 
gress by Congressman Brooks Hays, of Arkansas, and would substantially carry 
out the recommendation of your subcommittee for “establishment of a national 
policy on the widest possible dispersal in the location of [new] industry, both 
in Government defense plants and in private industry.” We hope that the 
Spence depressed areas development bill will become law before this session of 
Congress adjourns. 

(g) Area vocational schools 

We also invite the attention of your subcommittee to another matter that 
may not come within your cognizance but which is a necessary phase of the 
total program to help alleviate rural poverty. We have reference to the pro- 
posals that are being discussed for Federal aid to area vocational schools for 
youth out of school and adults who wish to improve their vocational knowledge 
of the vocation they are in or to which they may wish to change. We would 
like to see Congress enact such enabling legislation for these area vocational 
schools, at least for Federal aid to such schools in those rural areas, included 
in the special Family Farm Development Credit Act operation, we have 
suggested. 

7. SUMMARY 


We have recommended the following for your immediate attention and favor- 
able action: 

1. The proposed family farm policy resolution reaffirming the historic national 
policy to preserve and improve the family farm pattern of the Nation’s agri- 
culture. 

2. Supplementary parity payments to farmers to bring their per person income 
up to a parity level with the nonfarm population, the amount of such payments 
being figured on the first $7,000 of gross sales and limited to $500, or 10 percent 
of sales, whichever is the smaller. 

3. Compliance payments on diverted acres to producers of crops under market- 
ing quotas of not to exceed $250 per farm family, calculated by multiplying the 
announced acreage reserve payment for the year by the number of units by 
which the producers’ marketing quota for any year is less than the normal yield 
of his base acreage calculated through 1953. 

4. Establishment of larger minimum marketing quotas, or acreage allotments, 
below which the family’s quota or allotment would not be cut, for wheat, cotton, 
corn, rice, and any commodities to which existing authority to utilize the mar- 
keting quota privilege may be extended. 

5. Increased agricultural conservation payments for small farmers, by amenda- 
ing the present schedule of augmented small payments in the law to double the 
percentage increases provided for small payments. 

6. Inauguration of a comprehensive family farm development credit program 
for operation in the 500 most poverty-stricken farm counties of the Nation. 

We have also invited the favorable attention of members of the subcommittee 
to collateral proposals under consideration by other congressional committees 
that will assist in the solution of these problems. We mention, particularly, 
the area development bill and the proposal for Federal aid to area vocational 
schools. 


DEPRESSED AREAS PROGRAMS—STATEMENT OF J. A. BAKER, COORDINATOR OF 
LEGISLATIVE SERVICES, NATIONAL FARMERS UNION 


Legislative Analysis Memorandum No. 57-16 


Mr. Chairman and members of the committee, for the record I am J. A. Baker, 
coordinator of legislative services for the National Farmers Union. I appreciate 
very much this opportunity to appear in support of this legislation to create 
additional employment opportunities in depressed areas, both rural and urban. 
I should like to say that I have served as a member of depressed areas subcom- 
mittee of the National Planning Association and have become personally familiar 
with the problems of urban and industrial as well as rural depressed areas in 
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the course of our studies and deliberations. As Senator Fulbright knows, I was 
porn and raised on a farm in north Logan County, Ark., which is in one of these 
distressed rural areas. For 9 years I was an Official of the Farm Security 
Administration, where we were grappling with these problems of low-income 
farm people in low-income rural areas. I have a great deal of personal desire 
to see these problems on the way to solution and some knowledge of their nature 
and what it will take to solve them. 

We wish to congratulate and commend the committee for what it is undertaking 
to do. You have recognized that we cannot achieve true prosperity and full 
employment as a nation so long as there are some groups and some areas who are 
falling behind. You have recognized that these areas and groups have spe- 
cial problems and you have set out to help solve them. We want to support you 
in that effort as strongly as we can. 

We are interested in this legislation, first, because of our interest in the general 
economic health of the Nation. We are primarily interested from the stand- 
point of the farmer, of course, but we know that maintenance of purchasing 
power in industrial areas provides a market for the products of the farm. And 
the Farmers Union has consistently supported measures to maintain the purchas- 
ing power of industrial workers and other urban residents. 

Ve believe the legislation now before you constitues a reasonable and effective 
means to make a very significant contribution to the maintenance of general 
levels of prosperity and the demand for agricultural products. Of the bills before 
your committee, we believe that S. 964 is more adequate to this task, and that 
fact gives us a preference for that bill. 

Of course, our preference for S. 964 becomes overwhelming when we come to 
the provisions concerning rural redevelopment areas. The administration bill 
(S. 1483) contains no significant provisions for assistance to rural areas. S. 964, 
on the other hand, would establish a positive and effective program for creating 
new jobs—what we call off-farm employment—in rural areas now suffering from 
underemployment. This would be done by encouraging and supplementing local 
efforts to bring in or develop new industries in the lowest income farm areas. 

I do not need to discuss in any detail the ways and means by which the bill 
proposes that this be done. It is enough to say that we think it is a practicable 
and effective approach. I do wish to present at more length the striking need for 
this kind of help in rural areas. 

In the first place, I wish to refer briefly to the depressed condition of American 
agriculture, generally. As Mr. Patton, the president of Farmers Union, has said, 
all of rural America is a depressed area and is in grave danger of becoming 
permanently distressed. This is emphasized by the disparity between the net 
income of farm families and other families: In 1956, the average per-person net 
income of people living on farms was only $889, while the average per-person 
net income of other people was $2,010. 

Moreover, the situation in rural America is getting worse not better. The net 
income of farm-operator families dropped from $16.1 billion in 1951 to $11.6 
billion in 1956. This decline in income did not come because of a failure in farm 
efficiency or because of a decrease in production. Instead, there was an increase 
in both efficiency and production. The decline in farm income has been due 
simply to falling farm prices—farm prices in March 1957 were 22 percent lower 
than in 1952. 

Realized gross farm income dropped by $4.7 billion, from $388.4 billion in 1951 
to $33.7 billion in 1956. This is a basic measure and cause of depression in rural 
America. In 1956, farm families had nearly $5 billion less to spend to buy 
goods from local merchants and cooperatives and gocds and services for family 
living. Retailers in rural America had billions less in sales, and they in turn 
had billions less from which to pay taxes, hire employees, and buy from whole- 
salers and manufacturers. In summary, the decline in farm prices is the reason 
that all rural America is an increasingly depressed area and is becoming more 
and more a distressed area. 

I realize, however, that the question of farm prices is not now before this 
committee, and that we are not now dealing with general remedies for the 
plight of American agriculture. In other words, we are not, here and now, 
considering assistance for all the rural depressed areas but just for those that 
are in the worst distress. We are trying here to help those farm areas of 
chronic distress where people would still be in trouble even if we had a farm 
program that gave us general farm prosperity. 

There is an underlying problem in these areas of persistent and debilitating 
rural poverty which is simply compounded by the general farm depression. 
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This problem of chronic rural poverty has been given extensive study by the 
Joint Committee on the Economic Report. Mr. Patton presented a statement 
to that committee in November 1955 in which he presented an analysis of avail- 
able data that pointed up the size and nature of the problem. In that state- 
ment, he said: 

“Published official data are not yet available to make a complete analysis of 
the size and character of the chronic poverty among family-farm operators in 
1955. However, publication of census tabulations for Arkansas and some other 
States provides some basis for assessing the trends. 

“The number of low-income, part-time farms in Arkansas dropped from 26,- 
713 in 1950 to 20,104 in 1954. The number of commercial farms with gross sales 
of products of less than $5,000 fell by almost one-third, from 97,500 to 67,200. 
This occurrence would indicate progress if large numbers of these families had 
climbed to higher income status. 

“Comparison of census figures for 1954 with 1950 for number of family farms 
with gross income from sale of products of more than $5,000 indicates that very 
little, if any, of such a hopeful trend did occur. The number of farm units in 
Arkansas with sales of products between $5,000 and $25,000 per year rose by 
only 4,400 from 1950 to 1954. 

“At least 30,000 or more low-income full- and part-time farm families in Ar- 
kansas did not climb to a higher farm-income status, but left farming entirely. 

“Over the same period of years, the number of farm production units with 
sales of more than $25,000 almost doubled 


“NOT DUE TO ELIMINATION OF SHARECROPPER SYSTEM 


“Nor were these trends due to the elimination of the sharecropper planta 
tion system of farming in bottom-land areas of the State. The number of share 
croppers in Arkansas dropped by less than 6,000 from 1950 to 1954. And in the 
latter year there were still 23,000 sharecroppers in the State. For other tenure 


groups, the drop in numbers were: 7,000 fewer crop-share tenants, 1,000 fewer 
part-owners, 2,000 fewer cash tenants, and 16,000 fewer full Owners 
“Altogether, there were 10,000 fewer nonwhite farm operators and nearly 


30,000 fewer white farm operators in Arkansas in 1954 than in 1950 
“TEXAS SHOWS SAME TRENDS 


“In Texas, for which 1955 census data have also been published, there was 
practically no increase in the number of farm units with gross sales of more than 
S25.000. 

“However, the number of Texas farms with gross sales of less than $5,000 
dropped from 141,000 to 112,000, while the number of farms with sales between 
$5,000 and $25,000 dropped from 72,500 to 57,100. 

“The number of tenant farmers in Texas dropped by 24,000, and the number of 
full-owner operators dropped by 14,000. 

“The same trends indicated by these Arkansas and Texas figures are also 
mirrored by 1955 census figures that have been published for Oklahoma, Wis- 
consin, Minnesota, Montana, Kansas, Colorado, North and South Dakota, and 
Tennessee. 

“This admittedly incomplete data suggests that the size of the problem of 
chronic farm poverty has primarily been reduced not by improved status on 
the farm. Rather, there is less farm poverty because so many poor farm 
families have been forced off their farms.” 

Nothing has happened since 1955 to reverse the trend about which Mr. Patton 
spoke at that time. Farm families have continued to be forced off the farm 
and thousands of those who remain are still trying to earn a living in farming 
when they simply do not have the land and other resources adequate to support 
the effort. 

The problems of low income and poverty are not confined to rural areas. but 
the concentration of these problems is much worse in rural areas than elsewhere. 
While farm-operator families represent only about one-seventh of all the family 
units in the Nation, they included more than one-half of all the families with 
incomes of less than $2,000 in 1953. And that is not the worst of it. One-eighth 
of all farm-operator families had cash incomes of less than $1,000 in 1953. This 
includes income from earnings off the farm as well as on the farm. In addition 
to these farm-operator families, there were some 2 million hired farmworker 
with estimated average annual earnings of less than $1,000. Taking both the 
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farm operators and hired workers into account, it appears that there are some 


2 million families in rural areas trying to subsist on less than $1,000 a year. 


We in the Farmers Union are devoted to the family-type or family-size farm. 
We believe it to be the backbone of American agriculture and an important bul- 
wark of our free society. So, we give a lot of attention to the problems of rural 
people, in terms of family-size farms. We know that, under present conditions 
and present farm policies, it is difficult, if not impossible, for a farm family 
to make a decent living when they have a family-size farm to make it on. And 
the unfortunate people who are trying to make a go of it on a farm of less than 
family size have virtually no chance at all. 

In 1955, the Department of Agriculture prepared a report on the problems 
of low-income farmers, entitled “Development of Agriculture’s Human Re- 
sources.” This report contained an excellent analysis of this problem, although 
it left something to be desired in its recommended remedies. I would like to 
quote a pertinent excerpt from that report as to the scope and nature of the 
problem, as follows: 

“There are nearly a thousand counties in the United States where more than 
half of the farmers are mainly dependent on the income from small, poorly pay 
jing farms. What they are up against, in innumerable cases, is lack of enough good 
land, lack of equipment, lack of credit facilities, and often lack of manage- 
ment information and skill which might open wider opportunity to them. In 
other cases, part- or full-time, off-farm employment may be their best opportunity. 
With better information, training, sometimes credit, sometimes job opportunities 
off the farm, they can achieve a reasonably good living. They can thereby 
contribute a larger part to the community and national welfare.” 

The report included a number of recommendations for meeting the problem 
of low-income farm areas. Among other things, it recognized that “industrial 
development offers some opportunities in a number of rural areas which now 
lack the means of good income.” However, the report did not propose that 
the Federal Government do anything much about it. It did suggest that “State 
and local assistance and counseling for developing local industry should be 
expanded.” It also intimated that the Federal Government might help on some 
of the fringe problems involved in establishing new industries, such as collecting 
data as to the labor supply and assistance in industrial research. In short. 
While the report endorsed the principle of industrial development in low-income 
farm areas, it exuded an air of ‘Let George do it.” 

Subsequent to this report in 1955, a rural development program was estab- 
lished in the Department of Agriculture. This program purports to provide as 
sistance of various kinds for low-income rural areas. It has been accompanied 
by a considerable amount of publicity and many meetings in various States. Its 
accomplishments thus far appear to be limited. Insofar as increased industrial 
ization is concerned, it has achieved no significant results of which we are 
aware. 

In all fairness, we will say that we do not think the Department of Agri- 
culture should be blamed too much for a failure to bring industry to rural areas. 
This is not the kind of undertaking for which the Department of Agriculture is 
equipped. The development of industry in new locations is a highly specialized 
business. It requires special skills and a vigorous approach. Moreover, it re- 
quires money. You are not likely to find a real solution to the problem of dis 
tressed areas in a cutrate bargain basement—the problems are much too big and 
much too tough for that. 

We think it will be very wise for the Congress to place the administration of 
this program in a separate agency created for that purpose. This program cuts 
across the lines of several departments and agencies. Obviously, it would be 
absurd for the Department of Agriculture to administer such a program in 
urban areas. It would not be much better to have the Department of Commerce 
administering it in rural areas. 

In this connection, Mr. Chairman, I invite the attention of your committee to 
the provisions of S. 1533 which would establish the sound, comprehensive yard- 
stick, family-farm credit program to buttress and bolster the bill you have be 
fore you, including a special comprehensive family-farm development credit 
title specifically designed for application in the 500 most poverty-stricken farm 
counties of the Nation. 

Moreover, this program needs to be conspicious. It needs to be administered 
by someone who cannot let it get lost in the labyrinths of some great depart 
ment. It needs to be so conspicious that it cannot be neglected or allowed to 
fail. This program is much too badly needed and much too full of hope to be 
treated in routine fashion 
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I request that this report on the work of our National Planning Association 
depressed areas subcommitee and the attached legislative analysis memorandum 
called Family Farms are Losing be inserted in the hearing record at this point 
in my statement. 

In conclusion, let me reiterate the Farmers Union’s whole-hearted support of 
S. 964. We believe that it represents a happy marriage of the welfare of farm 
people and urban people. We hope that it will be speedily enacted. 

Thank you very much. 


STATEMENT OF NATIONAL FARMERS UNION PRESENTED By RICHARD SHIPMAN 


Mr. Chairman and members of the committee, my name is Richard Shipman 
and I am assistant coordinator of legislative service for National Farmers 
Union. I appear here today as representative of Mr. James G. Patton, presi- 
dent of National Farmers Union, but also as a private citizen and friend of the 
Indian people. 

For more than 20 years I was a rancher in Montana. My father and grand- 
father homesteaded in Indian country in 1882, in what was then Montana Terri- 
tory. Since that time we have watched the Indian people pass from a proud, 
self-reliant and independent race, into a poverty-stricken mass of humanity, 
wandering somewhere between two civilizations. 

The Indian’s original economic way of life is no longer possible, and they 
have not been able to accommodate themselves to the white man’s rapidly chang- 
ing and highly competitive way. In spite of Federal trusteeship, Indian re- 
sources of land have continued to shrink, while the population continued to 
grow. 

The outcome has been that some now sit in tragic poverty on a small remnant 
of the broad land they could once proudly call their own; others seek their 
fortune as migrant workers, leaving when spring comes to pick rocks, or put up 
hay, or pick fruit—returning to the reservations when snow flies to eke out the 
winter months without any steady income, but subsisting on small welfare 
checks and tribal allowances. 

Although my experience and observations have been mostly in Montana, I 
believe the depressed and backward condition which prevails there, is in general 
the same in nearly all the Indian country. 

Although many of the reasons for the Indian’s predicament can be traced to 
the obvious difficulties of integration, other, perhaps more important factors, 
remain obscured and known only to the deep students of social and economic 
history of each tribe. But, it can be truthfully said that Indians find them- 
selves in their terrible plight largely because of the mistakes of white men. 

A number of factors have served to focus public interest and public indigna- 
tion on the matter. The ill advised and untimely drive in 1954 for termination 
of Federal jurisdiction over certain Indian reservations; the hurried and ill- 
considered passage of resolution 108; the juggling and shifting of responsibil- 
ities for health, education, and welfare services for Indians, have all produced 
wide publicity. Prior to that time the story of deprivation, aimless wanderings, 
and precarious existence was known only to the few and played down or ignored 
by many Indian Bureau officials. I would like to say at this point that Sen- 
ators Murray and Mansfield, and Congressmen Metcalf and LeRoy Anderson 
have all done a great deal to help find solution to the problem and I applaud 
their efforts. 

Because of National Farmers Union’s deep concern for the whole of rural 
America, and because we have Indian members in many States, the 1956 
biennial convention passed the following resolution : 

“We oppose revocation of Federal commitments and moral obligations 
entered into by solemn treaty between the United States Government and the 
various Indian tribes, including programs of health, welfare and education 
which the individual States should not be asked to finance. We continue to 
support Indians’ right to preserve tribal culture and civilization from enforced 
assimilation.” 

I would like to submit for the record an article by Gretchen Billings, pub- 
lished in August 1956, by the Peoples Voice, a Montana weekly, entitled, 
“American Indian Being Pushed Further Into Never-Never Land.” Also, I 
would like to present a statement to be inserted in the record by Leonard Ken- 
field, president of Montana Farmers Union. 

This growing public interest in Montana in Indian affairs has resulted in 
a number of institutes at the State university, as well as trips to the reserva 
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tions by educators, specialists in the field of welfare and medicine, representa- 
tives of labor and farm organizations,, newspaper people, business and profes- 
sional women’s clubs, and church groups, to study first hand the conditions 
which exist there. 

At the institute on Indian affairs held at Montana State University in April 
1954, the human relations committee was organized with Dr. Harold Tascher 
as chairman. Mr. Austin Buckels, chairman of the Fort Peck Tribal Council 
invited the group to make a study of their problems. In August 1954, Rev. Rolf 
Norman was appointed to organize a caravan study. In November 1954, the 
participants traveled around the reservation and held meetings exchanging 
views with the local people for 3 days. I submit the summary report of this 
caravan, Of which I was a member, for insertion in the record, and call attention 
specifically at this time to aspects of the report which relate directly to the 
purposes of Senate bill 964. I think the whole report can be said to indicate 
the substandard existence which these unfortunate people are living. 

One point which seems to stand out as significant, is that although there 
are valuable resources on the reservations they have, in most cases, not been 
developed in the way most calculated to bring the highest standard of living for 
the Indian people who live there. On at least three of the reservations in 
Montana, there are valuable oil resources, but the development of these resources 
has produced almost no jobs and I would say only a relatively small amount 
of revenue which accrues to the Indians. On all the reservations there is 
valuable farm and ranch land, but a great portion of it is in the hands of non- 
Indians and offers too little support to the Indian people. In view of these 
facts, the need of S. 964, offering technical assistance and additional capital 
becomes obvious, 

One thing which has been pointed up by many, many people when they visit 
the reservations is the fact that the Indians lack the capability to develop their 
resources and create the kind of industries which would offer jobs and security 
for them. I think that is the case not only of the areas surrounding the reser- 
vations, but that it is also true in most of our areas where agriculture and 
raw material industries constitute the main economic development. The skills 
and know-how of modern industry are just not there to the extent that we find 
them in- most urban communities. The economy of the West remains essen- 
tially one of raw materials. This points up the obvious superiority of S. 964 
over the administration’s bill, S. 1483, which offers no program for rural areas. 

It is true that there have been a number of unsuccessful and unsustained 
efforts to help the Indian people through the Indian Bureau, but because they 
have lacked funds and because the Indian Bureau itself was never designed to 
create industrial development, these programs have only brought disappoint- 
ment and disillusionment. 

Since the last quarter of the 19th century, instead of helping Indian people 
learn to develop resources and industries, it has become the shortsighted prac- 
tice to turn the resources over to others for exploitation and then to relocate 
the Indians elsewhere. The relocation program has been, in my opinion, rela- 
tively unsuccessful and offers no satisfactory solution to the problem, which 
grows more acute with every passing year. In fact, it is my feeling that the 
relocation program has compounded the problem. 

Any social scientist knows that a modern community depends upon the abil- 
ities and services of a number of highly trained key people—professional people, 
skilled scientists and industrial people. We will never develop reservations 
into modern communities if we continually rob them of their most promising 
citizens through a relocation program. 

In closing, I wish to thank the committee for the opportunity of appearing, 
and strongly urge passage of S. 964 and the pursuit of its purposes at the 
earliest possible time to help solve this most acute problem of the Indians and 
to help undo some of the injustice of the past. 


STATEMENT OF LEONARD KENFIELD, PRESIDENT OF MONTANA FARMERS UNION 


Honorable members of the committee, on behalf of the Montana Farmers 
Union, I earnestly request your favorable consideration of S. 964, providing 
assistance to communities, industries, and individuals, including Indian tribes, 
in areas needing development of their resources and stimulation of their pro- 
ductive abilities to alleviate excessive and prolonged unemployment and under- 
employment. 
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In a number of Montana communities, the earning capacities of our people are 
being so stifled by lack of opportunities that the resultant waste is a blight on 
our society. A large part of Montana’s Indian population of some 20,000 is in 
neglect and misery. In particular, job opportunities are needed on or near 
these reservations: Fort Peck, Fort Belknap, Rocky Boy, Blackfeet, and 
Northern Cheyenne. Indian people wander around looking in vain for work and 
drift back again to the reservations. The sole emphasis on the relocation pro- 
gram appears to be ill-advised; too often it seems merely a transplanting of the 
real problem elsewhere. Ironically, important natural resources, capable of 
being developed for Indian benefit, exist on some of the reservations cited. 

Especially tragic is the situation on Hill 57, an Indian camp near the city of 
Great Falls, where dispossessed people are gathering and where they live under 
the most deplorable conditions. More than 300 of them cling precariously to 
the barren hillside, desperately seeking means of earning a living. Unemploy- 
ment is a dangerous problem for them. Similar Indian camps exist near the 
Montana cities of Helena, Havre, and Wolf Point. 

Surely there must be useful work that these people can do. Surely there 
must be individuals, industries, or branches of the Government capable of 
taking advantage of the provisions of S. 964 and establishing worthwhile 
projects that would, under wise guidance, offer opportunities for these people 
to find a decent place in our way of life. 

Problems of the white man have a chain reaction against the Indian. The 
cost-price squeeze in agriculture is forcing Montana farmers to tighten their 
belts, cutting down on such Indian labor as is often used in fence building and 
rock picking. The recent mechanization of rock-picking also has a bearing on 
the situation. These developments narrow the job opportunities for people on 
the reservations. 

A very noticeable slump has hit the lumber industry of western Montana, an 
area of economic endeavor that normally absorbs many workers. There is 
intense competition for jobs among part-time farmers and full-time workers 
We are told high interest rates and cutbacks in home building are largely 
responsible for the depressing lag showing up in the lumber industry. 

Last week I heard a business agent for the Carpenters’ Union in Plains, 
Mont., say in a public meeting that the employment situation in the Northwest, 
including western Montana, was deplorable. 

Economic problems of the white man press upon the Indian and close the 
avenues for the latter to obtain employment. 

A little-thought-of development is the amount of reservation land passing out 
of Indian hands. A shortsighted land policy is hurting both the non-Indian 
family farmers and reservation Indian families. Monopolization of land by 
commercial and industrial interests, plus the flabby farm price policies of the 
administration, are forcing non-Indian farmers to acquire more land on whicl 
to grow more units of production to make up for income lost per unit. Economic 
pressures on non-Indian farmers in reservation areas urge them to seek parcels 
of Indian land which are often in such small fractions that the Indian owners 
without funds and facilities are encouraged to dispose of their holdings. The 
net result is that Indians are cut adrift. 

What the Indians need is development of their reservation resources in such 
a manner as to provide more jobs and more income so that they can become self 
sufficient on their own property. This the proposal S. 964, promises to do. The 
legislation under consideration, if adopted by the Congress, can set in motion 
means of providing the technical facilities, which Indians do not have, and tech 
nical know-how, which they can learn. 

It would seem that under the numerous treaties with the Indians, the Federal 
Government has a deep moral obligation to provide the capital and know-how 
for economic development at or near reservations. Fulfilling this obligation 
would bring a dual reward of saving people and adding to the productive facilities 
of the Nation. 

For these reasons I urge passage of S. 964, the area redevelopment bill. 


LEGISLATIVE APPROACHES TO FAMILY FARM INCOME IMPROVEMENT 


Legislative Analysis Memorandum No. 58-1 


This memorandum lists and briefly describes the Federal legislative phases 
of the family farm full parity income improvement program recommended by 
Farmers Union. 
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Farmers need stronger bargaining power in commodity and money markets 
and with respect to governmental decisions to balance up their position with 
respect to the generally administered-price and administered-production nonfarm 
economy to which they sell and from which they buy and in regard to their 
equitable access to governmental protection and services. 

Federal farm policy should be improved to enable farmers to have stronger 
bargaining power and a less disadvantaged position in the total economy. To 
do this requires extensive improvement in existing Federal laws, the major of 
which are amendments that would: 

1. Transform Farmers’ Home Administration into an effective yardstick family 
farm credit agency ; 

2. Revitalize and expand more rapidly the crop insurance program ; 

3. Improve effectiveness of old-age and survivors insurance program as applied 
to farmers ; 

4. Provide supplemental income improvement programs for particularly low- 
income farm families in depressed rural areas ; 

5. Amend existing Federal farm price support and related programs into a 
comprehensive system of workable commodity market proration programs and 
supplemental policies that will provide full parity of income protection for the 
family farm production of all farm commodities through giving farmers greater 
control over the market supply and price of their products with adequate safe- 
guards for consumers. The volume of farm marketings can feasibly be adjusted 
to effective demand in a way that will improve farm income. The key is in the 
fact that reducing market supply will raise farm prices by a higher percentage 
that the reduction in volume of marketings. This is true for most commodities 
and commodity groups handled individually and the ratio of price increase to 
reduced market supply is even greater for farm commodities as a whole: 

The needed system of farm market supply adjustment and price improvement 
should include : 

(a) Individual-commodity market proration goals.—Such programs as mar- 
keting agreements and orders, individual-commodity marketing goals, market- 
ing quotas, marketing premium payments, stabilization funds and _ similar 
private and public individual-commodity operations, adapted to the needs and 
economic characteristics of the different commodities, through which farmers 
producing each commodity would acquire the right and the power to cooperate 
with each other, privately or through Government programs, to balance mar 
ket supply of the commodity with effective demand at a price that would re- 
turn a parity of income to farmers by means of enforced marketing restric- 
tions or by surplus removal operations with private and public funds or both 
methods in combination. 

(b) All-commodity market proration goals.—Establishment and operation of a 
compusory all-commodity farm marketing goal and voluntary conservation 
acreage reserve program by which farmers would be enabled to balance the total 
volume of all farm marketings to effective demand at parity income equilvalent 
prices. 

(c) Parity income formulas.—Use of the parity farm income provisions of 
existing legislation (sec. 301 (a) (2), 7 U. S. C. 1281) to replace price parity 
formulas as the basis for measuring the effectiveness of farm commodity price 
and income improvement programs. 

(d) Administered by farmers.—Placing the control and administration of gov- 
ernmental as Well as private farm income and commodity price improvement 
programs in the hands of farmers themselves through Federal, State, county, 
and township farm income improvement boards or committees, elected demo 
cratically by farmers, established within the United States Department of 
Agriculture. 

(e) Parity import controls.—Automatie fluctuating parity level tariff or com- 
pensatory payments or both combined, as in sugar and wool programs, on com- 
peting imports. 

(f) Nationwide REA-type farmer-owned processing plants —Enactment and 
establishment of a nationwide REA-type program to extend loans and technical 
assistance to farmer-owned and controlled business enterprises to acquire, 
or build, and operate farm marketing, storage and processing facilities and 
services to serve as a yardstick to measure the necessity of and to slow down the 
Steadily widening gap between prices received by farmers and those paid by 
consumers. 

6. Consumer safeguards.—Establishment of this commodity supply adjust- 
ment and price improvement program should be accompanied by enactment 
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of the following safeguards for consumers, for foreign policy, and other 
purposes : 

(a) National food allotment stamp plan to protect unemployed and other low- 
income consumers ; 

(b) Expanded school lunch and milk for children programs ; 

(c) Additional international commodity agreements and an international food 
and raw materials reserve bank through or in connection with which United 
States export subsidy and expanded Public Law 480, point IV, and reciprocal 
trade agreement programs would largely operate ; 

(d@) Farmers should be prohibited from using market supply adjustments to 
raise farm prices above the parity income equivalent level ; 

(e) Parity deficiency or production payments, rather than market supply 
reductions, should be used to make up for insufficiency of demand resulting from 
increase of unemployment above the frictional minimum. Payments would, 
also, be used to compensate for forecasting errors and where required by certain 
commodities, such as probably cotton and peanuts, to successfully operate 
multiple-price plants. (We also, consider parity income deficiency or pro- 
duction payments as the appropriate manner in which to operate export sub- 
sidy and import compensation programs, but lacking the payments, farmers’ 
only recourse is in parity level import controls.) When payments are used 
they should be subject to a family-farm cutoff placing an upper limit upon the 
eligibility of an individual producer. 

(f) Establishment of a national safety reserve or security stockpile of stor- 
able farm commodities and of storable products of perishables, stored in stra- 
tegic locations and in a volume determined as needed by the President, upon 
advice of the National Security Council and the Administrator of Civilian 
Defense. 


SUMMARY STATEMENT OF JAMES G. PATTON, PRESIDENT NATIONAL FARMERS 
UNION—FISCAL PoLicy IMPLICATIONS OF THE CURRENT ECONOMIC OUTLOOK 


For over 5 years our national economy has been held back to a rate of economy 
growth well below our needs and far below our potentialities. Now our growth 
has been brought to a halt. Not only are we not progressing. We're actually 
going backward. 

This development was not a blind accident of fate. It was planned that way. 
The current recession is an inevitable result of the totality of national economic 
policies followed by the executive branch of the Federal Government for the past 
5 years. Those policies were designed to make the rich richer: to make stronger 
the economically already strong; and to reduce, eliminate, and whittle down the 
protections in our system for the economically weak. 

The result has been that plant capacity owned by great concentrations of 
wealth and economic power expanded at a greater rate than consumers expendi- 
tures were allowed to expand. In this situation, boards of directors of large 
corporations found that their most profitable rate of production would be con- 
siderably less than full capacity. Having the power to do so, they cut output, 
laid off workers, and idled the machine down to a recession level. 

The dramatic example, of course, is that of the steel industry. With full 
knowledge of the implications of their decisions, steel management deliberately 
decided to raise the price of steel and cut output by half. This cut orders from 
suppliers by half. And it increased the cost prices for farmers and all other 
producers and consumers who must use products made of steel. At each step in 
the steel marketing chain, the increase in the price of steel was passed on, and a 
markup was added by every entrepreneur who operated under conditions monopo- 
listic enough to protect himself from competition. 

Let us reflect for a moment on the probable results of similar action on the part 
of farmers. If farmers had cut 1957-58 supply of food by half, as steel has done, 
there would have been riots in Brooklyn long before now. And in Chicago and 
all over the Nation. Of course, it would be unthinkable to cut food supply in 
half. Yet here we sit, more or less complacent, and quietly debate the proposi- 
tion of steel operating at less than half of capacity as if it were an academic 
question. 

What has been true in steel has been true to lesser degrees in other monopo- 
listic industries. Administered price inflation and rising costs of production and 
eost of living has accompanied rising unemployment and a grinding to a halt 
of our natonal economic growth. 
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This situation was not brought on alone by faulty fiscal policies and it cannot 
be cured by changes in fiscal policy alone. However, there are changes and im- 
provements in fiscal policy that can and should be made. Making them will 
help lift our economy out of the current slump. 

Recognizing that changes in fiscal policy are not the only antirecession steps 
that should be taken, I submit for your consideration the following fiscal 
policy reforms: 

1. Repeal of all excise taxes, except on alcohol. 

2. Raise the personal income tax exemption by the degree required to make up 
the deflationary gap. 

3. Close all personal and corporate income tax loopholes such as the deple- 
tion allowances, proprietary corporate dividend credits, and propaganda con- 
tribution deductions. 

4. Tax capital gains at as high or higher rate than regular income. 

5. Base Federal Government expenditure policies on justified need for 
national priority goals such as unemployment compensation, school construction, 
teachers salaries, airport modernization, highway construction, other public 
works, community facilities, resource and power development and conservation, 
hospital facilities, medical, nursing, and dental education, college scholarships, 
urban redevelopment and modernization, more nearly adequate pay for Federal 
employees, inauguration of a significant program of expanding economic oppor- 
tunities in chronically depressed urban and rural areas, housing, expanded 
research, and national defense. 

6. We should either greatly expand United States efforts to assist the eco- 
nomic expansion of the free world, which is much to be preferred, or else we 
should greatly expand domestic expenditures of vast projects of civilian defense 
against nuclear bombing. 

In closing let me say this. The current depression is not a new development 
for farmers. Our prices and income started down 7 years ago. The price parity 
ratio fell below 100 in 1953 and has not been above 90 percent since that time. 
Current predictions are that farm prices will drift downward for the remainder 
of 1958. As many Members of Congress have stated, “the farm depression has 
come to town.” 

We, in Farmers Union, have been urging that the downward trend in farm 
policy be reversed. We have pointed out that this wrong farm policy was part 
and parcel of wrong general economic policy. In the main, a majority of the 
Congress have agreed with us and have tried to protect and improve the bargain- 
ing power of the weaker segments of our economy—education, farmers, Govern- 
ment service, labor, and small business. 

I, therefore, again urge that improved farm income protection programs be 
enacted as part of a broad general antirecession program of many phases. I 
hope that Congress will override the veto of Senate Joint Resolution 162, which 
would have been a start toward preventing further farm income declines. More- 
over, I urge the enactment of a comprehensive system of farm commodity income 
improvement programs that will enable farmers to earn and receive a parity of 
income in an expanding national economy. Such a program can be developed 
and operated upon the general outlines of the findings and recommendations 
published early this year by the Farm Policy Subcommittee of the Joint Eco- 
nomic Committee. 

Mr. Parron. Thank you very much, Mr. Chairman. That is my 
formal statement. 

The Cuamman. Mr. Patton, the prices of farm products to the 
consumers are rising all the time. What benefit has the farmer gotten 
from that ? 

Mr. Parron. In the main, Mr. Chairman, the share of the con- 
sumer’s dollar that the farmer has gotten has been dropping steadily 
for the last several years. I think it is down now to about 40 cents. 
Part of this is due to the fact that we have what I call vertical integra- 
tion from the farmer on up and in what seemed to me to be an extra 
wide margin in terms of profits. You have a demand on the part of 
the consumer for fancy packaging and a number of things like that 
which result in more and more of the consumer’s dollar going into the 


processing, packaging, and distribution, and in less and less of it going 
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to the farmer. The amount that the farmer receives from the con- 
sumer dollar varies, of course, in relation to the degree of processing 
and handling. 

The Cuarrman. Is that not rather a paradoxical condition / 

Mr. Parron. We feel that we should be able to get a larger share 
of the consumer’s dollar. The main reason we are not able to is be- 
cause we do not have sufficient bargaining power to get it. 

The Carman. Well, where does the dollar go? Who gets the 
difference ? 

Mr. Parron. The difference goes to manufacturing, to processing, 
to those who labor to process it. It goes in terms of profits and earn- 
ings to corporations. It goes to all kinds of packaging operations 
and varies a great deal commodity by commodity but the more a 
commodity is processed before it reaches the consumer the smaller 
the share naturally of the consumer dollar that the farmer is going 
to have. I think that he is not going to reach the place where he 
will have more of the consumer’s dollar until he has more bargain- 
ing power through stronger Federal legislation and also with prob- 
ably stronger cooperatives that he owns himself, so that he can process 
more nearly out to the end. 

The Cuarrman. What is the history of the reduction in the farm- 
er’s income? How long has that been taking place? 

Mr. Parron. It started to go down substantially near the end of 
1952. Is that right, Mr. Baker ? 

Mr. Baxer. From $17.1 billion in 1951, Mr. Chairman, to a low 
in 1955, 1956 and 1957 of between 11.7 and 13 billion dollars. It is 
running now at the rate of about $12.5 billion a year, I believe. 

The Cuarrman. Is your organization in favor of flexible farm price 
support ¢ 

Mr. Parron. No, sir, we are not. 

The CHarrmMan. Many farming industries would be at great dis- 
advantage if they didn’t have a rigid price support. For instance, 
the tobacco raiser. He is: shobiieslly dependent upon it. 

Mr. Parton. Our point of view, Mr. Chairman, is that loWering 
price and income does not lower production unless you carry it out 
to the extent that you have so few farmers on the land that you have 
what might amount to almost a monopoly situation. The facts prove 
that the lowering of price supports or the lowering of prices to 
farmers has not decreased production but has increased production. 
We feel that a program, not composed of just one single type of pro- 
gram but the program which will assure all farmers, up to a family 
tarmer’s level at least, a fair share of the Nation’s income, is nothing 
but simple justice. Some of that can be achieved by direct price sup- 
port programs, some by other methods, but we are not in favor of 
flexible price supports. 

The CHatrmMan. You are opposed to Mr. Benson’s program 4 

Mr. Parron. Yes, sir. 

The Cuarrman. Dr. Talle— 

Mr. Tatie. Thank you, Mr. Chairman. 

Thank you, Mr. Patton, for your statement. I regret that business 
in my office delayed my arrival, but I will read your statement in 
full. 

I note that you are accompanied by Mr. Baker. He has been dili- 
gent in presenting testimony before the Joint Economic Committee. 
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You mentioned vertical integration, Mr. Patton. It might be help- 
ful to point out to the committee how that works in agriculture. We 
are familiar with it in industry, but it is relatively new in agricul- 
ture. 

Mr. Parron. The way it works in agriculture, stated as simply as 
possible is a situation where a chainstore, for example, goes into the 
cattle-feeding business and then processes the cattle after they are 
fattened, kills the cattle and sells them out at retail. 

Another one commonly cited is the broiler industry where feed 
companies furnish the feed, veterinarian service, and all the other 
services and contract to take the broilers from the producer at a cer- 
tain price. Those are two of the most common examples. At Pueblo, 
Colo.—Congressman Rogers’ State and my home State—we have an 
instance where a dairy in a small way has attempted the same kind 
of an arrangement whereby they buy the cows and farm them out as 
we call it to farmers and then contract to take the milk which in turn 
is sold through one of the chainstore systems. 

I don’t think, Dr. ‘Talle, that there is anything wrong with vertical 
integration as long as the farmer does the integrating but when some- 
body else does it—when he is at the bottom of the pile and gets inte- 
grated it is pretty painful. It has been in the case of broilers and 
will be in the case of feeders, I am afraid. 

Mr. Tare. It has been particularly startling in the broiler field, 
T understand. 

Mr. Parron. Yes, it has. It has been tremendous. Some of the 
feed companies say they haven’t come out too well. About that, I 
don’t know, but I know that it has moved the family farm operator 
from an independent person, a family farmer, over to a share-cropper 
kind of an operation. He is not capable or is not permitted to make 
any decisions in relation to the operations and is told when he should 
sell, what he should do, and all of that sort of thing. 

It is a very efficient sort of a thing from the standpoint of sheer 
production. 

Mr. Tatxie. Quite a little has been going on in Arkansas, I think. 

Mr. Parron. Yes, sir. Arkansas, Georgia, Indiana, and _prob- 
ably several other States. 

There is one cooperative, as I understand, that has gone into it. 

Mr, Tarte. One reported instance is the case of somebody taking 
over a warehouse in St. Louis and operating quite a broiler business 
there. 

Mr. Parron. Iam not familiar with that. 

Mr. Tautir. Thank you very much. 

The Cuamman. Mr. Brown—— 

Mr. Brown. Mr. Patton, in reference to the price-support program, 
are you in favor of 90-percent support or 100-percent support ? 

Mr. Parron. I am in favor of 100 percent. I am in favor of 90 
percent if we can’t get 100. 

Mr. Mumma. How about 65? 

Mr. Parton. If we have to take 65 we will, but we don’t like it. 

Our organization favors 100 percent, Congressman Brown. 

Mr. Brown. I think you are right. 

The Senate depressed area bill limits aid to the rural areas to 300 
counties. The Spence bill has no such limit. How do you feel about 
this? 
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Mr. Parron. I personally feel that wherever there are depressed 
people and people in need they ee, be served whether they are 
in 300 counties or a thousand counties or 3,000 counties. I don’t think 
there should be any limit on it. 

Mr. Brown. Again I agree with you, Mr. Patton. 

That is all, Mr. Chairman. 

The Cuarrman. Mr. Betts 

Mr. Berrs. Mr. Patton, I don’t want to get too deep into this price- 
support argument, but inasmuch as it was raised and I happen to have 
before me a chart which I am sure was prepared by the Department 
of Agriculture—which I would be glad to have you see if you care 
to—it appears that from 1952, to sometime in the middle of 1955, 
I think, prices of farm products dropped considerably, and that was 
in a period when there were high price supports. 

Now, it appears in the chart that since that time the general trend 
has been upward and that was during the period of flexible price 
supports. 

I understand all the implications you can arrive at from statistics, 
figures, charts and whatnot, but it would appear from that, to me, 
that under high price supports, farm prices have dropped and under 
the flexible price supports, the prices have raised. Would you care 
to comment on that? 

Mr. Patron. Yes, sir, I would. 

In the first place the prices on commodities to which the flexible 
price supports apply have not gone up. The increase in income has 
arisen in the cattle, hog, and citrus fruits and the areas where they 
have bad freezes or drought. In the case of cattle, the range 
people are restocking their ranges and the price is up and I am very 
happy that it is. Hog farrowings have been down but neither of 
those products come under the price-support program at all. 

In citrus fruits, they have gone up and I am glad they are getting 
a good price. Of course, potatoes have gone up substantially, but 
price supports do not apply to potatoes, either. 

I would say that in the main, the increase in income which has 
come about in the last few months has been primarily due to condi- 
tions that were not affected one way or the other by price supports. 

Mr. Berrs. Of course, the grain and the feed that these cattle use 
came from products under price support, isn’t that true ? 

Mr. Parron. The feed, of course, but in my opinion, the large supply 
of low-cost feed will push cattle prices down in time, as soon as we 
get through with this restocking operation. It will push both cattle 
and hog prices down. 

Mr. Berrs. Another chart which I just happen to have, shows that 
the prices which farmers paid for equipment—things they need in 
farming—rose considerably from the period of World War II, to 
about 1953 and since then, those prices have not quite leveled off, 
but the ascendancy has somewhat diminished. 

Now, it seems to me that viewing the chart in that perspective 
shows that the inflationary impact is somewhat diminished. 

Now, all this Government spending, of course, causes increasing 
inflation. 
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I wonder if you would care to comment on the inflationary impli- 
cations of a bill like this at a time when inflation is apparently 
diminishing. 

Mr. Parron. In the first place I feel what inflation we had in 
the economy arose from the fact that we had administered prices in 
narrow segments of the economy. For example, steel. Steel has 
sufficient bargaining power to substantially reduce its production 
and at the same time increase its price and a rise in the price of steel 
is a highly inflationary type of thing in relation to almost all the 
economy. It means higher priced farm machinery and higher priced 
everything, including some chemicals. 

I feel that we do not have inflation. I don’t feel there is any great 
danger of inflation as long as you have so many millions unemployed 
and as long as you hav » approximately 2 million people coming in 
from agriculture in 1 year’s time. 

There is danger of inflation in terms of administered prices but 
I think whatever danger there might have been of inflation is sub- 
stantially over. Furthermore, I feel very strongly that America 
needs to go ahead at a tremendous pace to meet the tragic struggle 
that we are bound to be facing in an economic war with Russia and 
the Communist areas of the world, and particularly with Russia, so 
I don’t fear the inflation from a bill like this. It will, in my opinion, 
increase production substantially and anything that substantially 
increases production, to match it up with needed consumption in the 
long run is not inflationary. 

Mr. Berrs. Thank you, Doctor. 

The Cuarrman. Mr. Patman. 

Mr. Parman. Mr. Patton, I want to commend you on your state- 
ment. It is a very fine statement. I commend your organization 
for having such an able, sincere, and well-informed person as your- 
self to represent them. 

I know something about the fight that you have made over the 
years and it required a lot of courage for a person in your position 
to make the fights that you have made in the public interest and par- 
ticularly in the interests of the farmers and the smaller farmers, 
especially. 

I think that you have really carried the fight to the Congress con- 
sistently and repeatedly, persistently over the years and for that I 
believe you should be complimented and commended. 

I also congratulate you on having a good man to represent you here 
in Washington, D. C., who is at your side, Mr. John Baker. I have 
known him over a long period of time and I know that he is another 
good, sincere representative of the farmers and particularly the small 
farmers. 

The statement I read with interest—I heard you read most of it, 
and the rest of it I shall examine—I know what you have to say will be 
helpful to the « committee. 

The Economic Indicators put out for April 1958 is prepared by the 
Council of Economic Advisers and for the Joint Economic Committee. 
I think it is a very valuable publication and Dr. Tallie and I have 
been on that committee over a long period of time and we look upon 
it with favor. It is information upon which you can rely and I think 
it contains information about indicators that we should all keep in 
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mind at all time concerning the economy, especially when the economy 
is turning down like it has been in the recent past. 

On page 3 of the Economic Indicators of 1958, on the ditlerent 
amounts, to make up the total national income, it will be noticed that 
in 1952, the net interest payments were $7.4 billion whereas in 195s, 
the first quarter, the interest payments were $13.4 billion. There is a 
$6 billion increase right there in interest payments. We know that the 
supply of money has not increased that much to justify that. In fact, 
it has not increased much at all. That shows on its face that there has 
been an 80-percent increase in the interest payments over that period 
oftime. During that time, farm income of coures has been going down, 
down, down all the time. 

Now, it is my personal belief, Mr. Patton, that the high interest 
rates have been the greatest contributing factor toward this depres- 
sion. I say that for this reason. You take on the farm. The farmer 
is unprotected and the interest rates go up. The people between the 
farmer and the consumer have a way of protecting themselves. Most 
of them have administered pricing, from the tr: ansportation company 
that usually has a fixed price by law, and a certain return guaranteed, 
the transportation companies, the fabricating, the manufacturing com 
panies, the brokers, the wholesalers, and all the different middlemen 
and I say that they are necessary middlemen; I think the unnecessary 
middleman has been squeezed out over the years by hard competition 
and I think the middlemen remaining, all of them that I know are 
necessary middlemen and they perform a necessary function. 

However, they have the advant: ige over the farmer. The y can fix 
their prices. As this product from the farmer goes to the consumer 
through all these different middlemen, why this interest rate is taken 
out, this high interest is taken out of the farmer’s product because he 
is the only unprotected one. Therefore, when the consumer gets it, 
the consumers pay the high price, but the farmer did not get it. 

Then, when it starts back, we will say from the iron ore in Minne 
sota down through the Soo Canal and through the Great Lakes to the 
steel mill and the +y make it into pig iron and steel and then they fabri- 

cate it and then they make it into different forms of machinery and 
transport it, it finally gets down to the farmer and all these different 
middlemen, they have a way of adding on this interest rate and when 
it gets to the farmer, he pays it. 

The farmer is the unprotected one. He loses both ways: On the 
high interest, because of the prices going to the consumer and the 
high interest on the prices coming back to him. He has lost both 
ways. 

I think that the high interest has done more toward causing this 
depression than any other one factor, particularly in view of the fact 
that the figures indicate that the people are paying about $10 billion 
for interest, $10 billion more in interest charges today than they 
paid say 5 years ago. 

Now $16 billion is a lot of money. When you divide that by 170 
million people you have about $60 per capita. For a family of 5, that 
is $300 per capita. That means that a family of 5, whether they 
know it or not, are paying about $300 interest that they did not pay 
before and they have $300 less to buy the comforts and necessities of 
life with. 
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That is a diversion of purchasing power in our country, a diversion 
of purchasing power. 

Now this family of five, whether they bought anything on the in- 
stalment plan or not, they will find it im the cost of everything that 
they buy in their taxes to their cities, their county, their State and to 
their Nation, right there in increased interest. 

Don’t you agree that increased interest has been a great contributing 
factor to the depression ¢ 

Mr. Parron. Yes, 1 do. 

I very deeply appreciate the years of contribution you, Mr. Patman, 
have made to the little people of this country and I want to take this 
opportunity of paying a great tribute to you from our organization. 

Mr. Parman. Thank you. 

The CHarrman. Mr. Mumma é 

Mr. Mumma. This meeting has gotten down to the economics of 
different industries and I notice you make the abrupt statement that 
steel has an administered price. 

Have you bought any or much steel in your lifetime ? 

Mr. Parron. Well, no, because I am— 

Mr. Mumma. You take in basic commodities where they all have 
to pass certain standard specifications and they are similar, like cement 
and steel and those products, you will find a tendenc y to have the same 
price at least quoted you, because if I produce a certain brand of 
cement and the test is a standard test, I feel I am entitled to as much 
as the other fellow and as long as I can get that, I will continue to 
get it. 
~ In this steel business I have had experience all my life in buying 
some steel. You will find there is a great variance in the price of it. 
You take in the Pennsylvania State Highway Department now they 
are letting contracts every week in this road program and you can 
never get your price on steel, until probably the morning the bid 
goes in and they vary. 

I happen to know in a connection that I have—my son owns a road 
building company and he made considerable money on the purchases 
of his steel. 

Now that should show you to your entire satisfaction in one case, 
there is no fixing of prices. It isa matter of getting it. 

Now, another point that I note with interest in your proposition 1S 
what we should do to get out of this depression. I imagine if you 
would count y all you have enumerated as wanting to ‘spend, : you 
would rival the bills that are now before the Congress. 

There are bills before the Congress now to spend $150 billion. Now 
you add on about another hundred, I just wonder where it is coming 
from. 

Your little farmer is going to pay his share of it and the big fellow 
is going to pay his share because I do not believe there will be a tax 
reduction. 

You take my farmers, they are small farmers and personally they 
do not believe in supports. They want a free market. When they 
come here to Washington, that is all they ask for: Take the controls 
off. 

You people seem to want them. I have never heard that livestock 
Was going up on account of stocking the ranges. I read the other day 
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where a fellow bought five Holsteins and he paid a good price for 
them. 

Secretary Benson has not done too bad a job as time will prove. 
He agrees with you and your statement about all this added-on stuff. 
He claims that the basic price of food is practically the same as it was, 
but it is the “maid service” connected with it that is added on. 

I believe in helping the farmer. 

Well, that is all. 

The Cuarrman. Mr. Coad. 

Mr. Coap. Mr. Patton, I appreciate your coming before the com- 
mittee along with your able assistant, John Baker. 

I value your statement and I too, appreciate having heard your 
original statement, and also what you have placed in the record along 
with it. 

Mr. Patton, I am sure you are familiar with a recent statement 
which was made by Mr. Earl Butz who was formerly associated with 
the Department of Agriculture and not too long ago. 

This statement by Mr. Butz was to the effect that farming is not 
to be considered a way of life but it is to be considered a way of 
making money 

Now, I am sure, if you place farming on a plane to where it becomes 
only a cold and hard economic arrangement then what he says may be 
true. 

Actually the trend in which we are now going would make that 
true, because I am certainly conscious that we have fewer and fewer 
farmers and that we have thereby that which is farm income divided 
up among the fewer so that actually it looks as if they are making 
more money per capita, but it is simply because there are fewer. 

Do you agree that farming is not to be considered a way of life but 
is merely to be considered as an economic arrangement for making 
money ? 

Mr. Patron. I certainly do not. I think it is both a way of life and 
a way of operating a business and some of the greatest values to come 
from farming come from the social experiences the young people 
have in growing up as a family, as a unit, in cooper: ating with respect 
to their superiors in their community, their church and their institu- 
tions which are part of it. 

It is more than a business. In the first place, a home on the farm 
is directly related to the job. It is part of the job in a sense. At 
the same time it isa home. I hope that America never comes to that 
period of time or that period of error when farming is just a business. 

Of course it must be business. Of course it must have decent in- 
come, but to me family farming is much more than just a way of 
making money or a business. It is a part of a way of life. It will be 
regrettable if it goes because there is not a place in the world, histori- 
cally speaking, where, people having lost their land and become 
landless and hopeless, you have not had either decay and dry rot, or, 
in more recent years, that those people have not turned their atten- 
tion to the false promises of communism or some kind of dictatorship. 

Mr. Coan. I appreciate your having said that. I was reared on 
the farm and I spent nearly half of my life on the farm and I know 
it to be a way of life and I can certainly, after having lived in cities 
such as the city of Washington, appreciate the inhe rent W ay of life 
that is to be found on the farm. 
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Now, if you took this kind of a philosophy where you say that 
farming is not a way of life, but it is a way of making money, doesn’t 
that become a dog-eat- dog kind of situation, and if we put it over 
into Americanism, per se, we can say that here in America, living 
in a democracy, it Is nol to be considered a w: ay of life, that it is 
simply a way of making money. Don’t you believe we could devour 
ourselves with that kind of a policy y? 

Mr. Parron. It seems to me, Mr. Coad, that the intervention of 
the Government in terms of such things as small business organiza- 
tions and antimonopoly laws and much of the farm legislation is a 
olicy decision—it represents a policy decision on the part of the 
Federal Government, acting through the Congress, to see that little 
people do have an opportunity ; that there is an opportunity left. 

They have interceded, so to speak, against the so-called—what you 
call dog-eat-dog, I believe, process of ruthless competition. 

Many of the laws that have been passed in relation to business 
have been passed for the purpose of keeping smaller institutions 
voing. 
~ I believe in that myself. I believe there should be opportunity 
always for people to come into agriculture. 

I see it going away now because the cost of getting into agricul- 
ture today is terrific and it is very hard for the young fellows to get 
in. It is hard for a young fellow to establish a new business today 
because costs are high, but I think we, as a matter of public policy, 
should do everything we can to encourage young people and little 
people to stay in their chosen occ upation or business. 

Mr. Coap. Do you agree that we should not separate economic 
theories from sociological theories ? 

Mr. Parton. I think when you do separate them, you get a bad 
product. You get a bad product. 

Mr. Coap. Do you think this kind of a tendency does tend to 
separate them ¢ 

Mr. Parron. Yes, I do. 

Mr. Coan. I have further questioning later, Mr. Chairman. 

The CHarrman. Mr. Bass. 

Mr. Bass. No questions. 

The Cuartrman. Mr. Breeding? 

Mr. Breepine. Thank you, Mr. Chairman. 

Mr. Patton, it is nice to have you with us this morning. 

I was not here to hear your testimony read but I assure you I will 
read every word of it. 

Having known you for many years and the good work that you are 
doing a nd the deeds that you stand for, I want to compliment you on 
the os work that you have done for the Nation and for the farmer. 

Mr. Parron. Thank you. 

Mr. Breeprne. Mr. Patton, it has been publicized that the cost of 
farm programs has cost the American taxpayer some $5 billion or 
more. 

Actually, that includes all storage charges, administration of Public 
Law 480, the school lunch programs. W hy ‘should those programs be 
charged to the costs of subsidizing the program for the farmer. 

Mr. Parron. I do not think they should. It is actually a part of 
our American policy. A lot of it is connected with our foreign policy. 
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I have been for Public Law 480—always have been. I am for using 
food to develop a stronger free world. I am for all of these things 
but I do not think it should all be charged to agriculture. 

Furthermore there is no bookkeeping done on the other side of the 
ledger. Even if the figure were $8—and I think that is too high a 
figure but I will just let it stand as it is—there is no computation of 
how much income tax is being paid because of a higher farm income 
resulting from price-support protection. 

Mr. Breeprne. It is true that those groups as mentioned like the 
storage and the Public Law 480, are charged to the cost of agricul- 
ture; are they not? 

Mr. Parron. That is right, but they should not be in my opinion. 
They are a part of a total program. 

Mr. Breeprnc. This administration has operated in a belief that 
cheaper prices create lower production. Is this true? 

Mr. Parron. I just do not believe it is true. I do not think the 
record shows that it is true. We have had increases in production 
wherever you have had lowering of prices—in all major commodities, 
at least. 

Mr. Breepine. What would you suggest for further disposal of 
agriculture surpluses ? 

Mr. Parron. I think we should have a larger program than we have 
now and I am very happy that Congress provided Public Law 480. I 
believe we should use our food and fiber in connection with developing 
countries who still are unpledged to our opponents in the world— 
countries like India—in larger quantities and that international ar- 
rangements should be made to take most of our surpluses out of the 
so-called commercial market because the commercial market is filled all 
the time. It takes about all that it can take and all the selling in the 
world will not get it to take a great deal more. 

The facts are, the reason we are not selling our wheat and some 
other commodities is that people in other areas of the world are buy- 
ing about all they have money to buy. To get much more distribu- 
tion is going to take the outlet I call a social market. We have used 
it in the past—we are using some now under Public Law 480—to aid 
movements and the people in creating productive capacity and 
higher standard of living. 

I think our excess supply then would be a drop in the bucket if we 
had the imagination to use it in these ways. It is not an easy thing 
to do but we should find ways for it. 

Mr. Breeprne. It has been brought to our attention recently that 
Russia, producing from 440 million acres of land with 50 million 
farmers or more, is hardly able to feed itself. Yet here in America, 
we with 280 million acres of land in production, with 6 million 
farmers, can grow more than we can eat and give away. 

I beleive, Mr. Patton, that the greatest weapon we have to combat 
communism worldwide with is our ability to produce in agriculture. 
And that help, given to other free nations of the world, certainly 
might be the deciding factor to the success of the free world. Do 
you agree with that ? 

Mr. Parron. Furthermore, I would like to state I think it is rather 
an odd thing that the one segment of our great economy here, that 
seems to be 15 of 20 years ahead of Russia, is the one that is in most 
trouble economically and so on. 
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I think we have a great asset rather than a liability. I do not think 
these surpluses are liabilities even if they are hanging over the mar- 
ket as far as the farmer is concerned—l think there is an answer to 
that. We do have an advantage, and furthermore a totalitarian sys- 
tem will never get such agricultural production increases. The 
Russians are going to have to drop some of that totalitarianism and 
then use correctives in order to get the production. 

Why should the farmer in Russia be interested in getting produc- 
tion? Here in this country our production has incre ased more 1 ‘apidly 
on the farm in the last 10 years than it has in industry. 

The Carman. Mr. Henderson. 

Mr. Henperson. No questions. 

The CHarrman. Mr. Kilburn. 

Mr. Kirpurn. No questions. 

Mr. Coan. I have a further question, Mr. Chairman. 

The CuatrMan. Mr. Coad ¢ 

Mr. Coan. Departing from our conversation of a few moments ago, 
Mr. Patton, I would like to ask you concerning the community facil- 
ities bills which are before this committee, if you think it is wise and 
good from the standpoint of rural America as well as urban Americ: 
that there should be any community-size limitation placed on whether 
or not loans can be made by the community. 

Mr. Parron. I cannot see why there should be a limitation. On 
the other factors to be judged, if it is a good thing for the people, I 
would not put any limitation on the size of the community. 

Mr. Coap. In other words, to the smallest political subdivision ? 

Mr. Parron. Yes; if people are in trouble or if they need the facil- 
ities, I am for it and what I am talking about does not cost $100 
billion, either. The proposals I am making are in the nature of pro- 
ea a deflationary gap somewhere in the neighborhood of 
illion. 

Mr. Coan. If in these smaller communities, for instance, they wanted 
to put in a new road, a new public building, a new sewage-disposal 
plant and that kind of thing, and were organized to take care of their 
own community, it would be your thinking that they should be able 
toenter into that kind of a program ? 

Mr. Parron. Absolutely. 

Mr. Coan. Thank you very kindly. I would like to ask a further 
question. I noticed a moment ago you made a remark about people 
of foreign countries buying wheat. You said perhaps one of the rea 
sons why we were unable to sell more wheat than what we had been 
is that some of these countries have been able to buy all that they have 
money to buy. 

You did not say they are buying all they want for their needs. 

Mr. Parron. That is right, I did not, because I do not think they 
are. 

Mr. Coap. Do you believe that it might be a wise policy on the part 
of our Government in our fore ion-aid program if we could use our 
agricultural surpluses as a sti abilizing factor in times of famine or 
even more so to release workers that now have to be bound to the soil 
in these very poor countries so that they could be employed to mine 

minerals and build manufacturing plants and to actually be engaged 
in industry. Do you think that that could be a program of actual 
implementation to help these countries ? 
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Mr. Parron. Yes; I do and we have been successful in getting dif- 
ferent Congressmen ¢ and Senators to introduce bills which would imple- 
ment that kind of a program, under the raw materials research and a 
number of other proposals which would reach in the direction of using 
food to carry on an educational program among the younger people of 
these nations, or using food as a means of controlling inflation. 

Many of these countries cannot afford to buy the food they need 
because, to do so, would use up their dollar exchange and they are 
constantly faced with inflation. They carry on public-works pro- 
grams to build these roads, dams, se eal and so on; to pay out this 
domestic currency is to bring about a situation of inflation. 

While we have done some of this, I feel we should do a great deal 
more of it. 

Mr. Coan. I am very interested in this and I would appreciate it 
if you would send me personally a copy of all the proposals that you 
have along this line. 

Mr. Parron. We will be glad to supply them. 

Mr. Coapv. Do you believe farmers can so organize that they can 
bargain their own prices instead of just taking the market what they 
are offered and having to pay a set price when they enter into the 
market ? 

Mr. Patron. It is extremely difficult for them to do such bargaining 
at the present time. I am very proud of the farm organizations we 
have in America. We have three very good farm organizations but 
I think it will be a long time, if what you are asking is to the effect, 
can farmers doit alone. I would say no, not at this juncture. I think 
they would need to use the devices of the Federal Government. I 
think they made that decision a long time ago, as far back as the 
Hoover administration, or even earlier. 

Mr. Coap. And that points to the fact that you still need legisla- 
tion 

Mr. Parron. We still need a price-support program, adequate Fed- 
eral credit and a number of other things. 

Mr. Coap. We are agreed, are we not, that if the farmer were able 
to organize to that extent, the Government would have much less and 
less to say all the time? 

Mr. Parron. That is right, and I think the American consumer 
would be paying a lot more for his food than he is paying now. 

Mr. Coan. That is all, Mr. Chairman. 

The Cuarrman. Mr. Mumma. 

Mr. Mumma. Mr. Chairman, I do not want to prolong the meeting 
but I would like to take this opportunity to - 1owledge that Mr. 
Rogers, one of our good members from Colorado, is here. Perhaps 
he could take 15 seconds of the committee’s time. 

Mr. Rocers. If you mean I should make a 15-second statement in 
30 minutes—well, Mr. Chairman, if I may 

The Cuamman. Mr. Rogers. 

Mr. Rogers. I looked at your list of witnesses and saw that it was 
Colorado today; beginning here with my good friend Jim Patton, 
whom I have known for years and, incidentally, their headquarters 
are in my district, the city and county of Denver, and then this after- 
noon you will hear from the ma yor, and I am sure that between Mr. 
Patton and Mr. Nicholson, you will be well informed of the economic 
conditions in the State of Colorado and the answers to the problems. 
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The Cuamman. As you know, the door is always open to you and 
you are always welcome here. You need no invitation to come in; 
we are glad to see you. 

Mr. Rocers. Thank you. 

The CuatrmMan. Mr. Breeding. 

Mr. Breepinc. Mr. Patton, it has been stated that depressions are 
farm-bred and farm-fed. Do you believe that the present recession 
is brought about by low farm income? 

Mr. Parron. I think low farm income has been a substantial con- 
tributing factor. I believe that high interest rates and the type of 
fiscal polici ies have had a tendency to depress the economy along with, 
of course, farm income being a substantial factor. 

Mr. Breeptnc. With farmers income presently down approximately 
20 percent and their costs up 30 percent, what will be the outcome 
if this condition exists? 

Mr. Patron. A lot more farmers will be going busted and will be 
leaving the farm and joining the fellow who is already on the un- 
employment line. He will be adding to the unemployment lines. 

Mr. Breeptnc. In other words, we are actually asking for equality 
in income ? 

Mr. Parron. Yes. 

Mr. Breepine. We could very well do with $1-a-bushel wheat, or 
15-cent cattle if everything we had to buy was in accordance with 
that. 

Mr. Parron. That is the whole philosophy. 

Mr. Breepinc. If we are going to operate by law, on acreage con- 
trols as we do in the wheat country from where I come, then ‘should 
we not have 100 percent of parity ? 

Mr. Parron. I feel, of course, Mr. Breeding, that we should have. 
Wheat farmers—you are a very competent one yourself—have reduced 
their acreages about 30 percent over the last few years and have 
shown willingness to bring production into line. They have done 
what they could at least by that device. 

Mr. Brerptne. Actually by law they are prohibited from growing 
in some areas more than 55 or 60 acres of wheat on a quarter-section 
of land, is not that true? 

Mr. Parron. That is right. 

The Catan. Thank you very much for your statement. I 
know you have convinced us all that you are a very able representative 
of the great interests of the farmer. 

Mr. Parron. Thank you for the privilege of appearing here. 

The Cuarmman. We have been glad to have your views. 

I will call Mr. Charles Shuman, president of the American Farm 
Bureau Federation. 


STATEMENT OF CHARLES B. SHUMAN, PRESIDENT, ACCOMPANIED 
BY JOHN C. LYNN, LEGISLATIVE DIRECTOR, AMERICAN FARM 
BUREAU FEDERATION 


Mr. Suuman. I would like to present a statement on behalf of the 
American Farm Bureau Federation. 

We appreciate the opportunity to present our views on the prob- 
lems of maintaining and expanding employment opportunities for 
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a growing population in an age of rapidly expanding technology and 
imperfect economic and politic al institutions. 

Farmers have a very direct interest in employment conditions. 
While it has been demonstrated that a high level of employment 
does not automatically guarantee farm prosperity, it certainly can 
be said that the opportunity for farmers to prosper will be greater 
when employment and productivity are rising than when the reverse 
is true. 

Our interest in employment is twofold: (1) Employment creates 
the purchasing power that is essential to a good demand for farm 
products, and (2) a rising level of employment creates opportunity 
for underemployed farm ‘people to obtain nonfarm jobs on either a 
part-time or a full-time basis. In many cases the underemployed farm 
worker who gets a nonfarm job not only improves his own situation, 
but also improves agricultural conditions—by releasing land to some- 
one who needs it, and by becoming a cash customer for ‘farm products. 

We are interested not only in the level of employment, but also in 
the productivity of those who are employed. The terms of trade 
involved in the exchange of farm products for the things farmers buy 
are likely to be more favorable to farmers if the productivity of non- 
farm labor is rising than if it is not. 

Furthermore, in a nation where the number and variety of the goods 
and services being offered consumers is constantly expanding, a 
products are likely to suffer in the competition for the consumer’ 
dollar if worker productivity fails to follow an upward trend. 

The following broad lines of Government policy are fundamental 
to the creation of a proper climate for high employment, rising pro- 
ductivity, and general prosperity. 

(1) Monetary and fiscal polici ies which will contribute to the main- 
tenance of a relatively stable general price level must be used effec- 
tively. 

(2) The restraint of trade or the exercise of monopolistic power by 
any group—Government, industry, labor, or agriculture—must. be 
prevented. 

(3) Policies which encourage rather than strangle foreign trade 
and investment must be followed. 

(4) Policies that encourage the creation of private capital and its 
proper use throughout the world must be maintained. 

Some of these ‘polici ies, of course, are more directly the concern of 
other congressional committees. We believe, however, that our cur- 
rent policy resolutions on price-level stability, current budget policy, 
and long-range tax policy are pertinent to this hearing. These resolu- 
tions are attached to this statement for your information. 

The remainder of our statement will be confined to three matters 
that are of paricular interest to this committee; namely, the present 
recession, aid to depressed areas, and the proposed small-business 
capital bank system. 

The present recession : In our opinion, the Government can make a 
greater contribution to the achievement of a high level of employment 
through general policies which contribute to the development of a 
favorable climate for competition, enterprise, and individual initia- 
tive, than it can make through direct action to create jobs. 

Unemployment is, of course, a serious probl em—particularly for 
those who lose their jobs. But, in deciding what to do about unem- 
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employment we must consider not only the problems of the unem- 
ployed, but also the interest that all of our people have in avoiding 
policies which would lead first to an artificial boom, and then to an 
ultimate financial collapse. 

In a period of recession, such as the present, when unemployment 
has been rising, many people are tempted to advocate inflationary ac- 
tions. Unfortunately such actions often have their major effect after 
the apparent need for simulating the economy has long since passed. 

While inflation brings temporary prosperity to some people, it creates 
great hardships for many others, and makes the economy more vulner- 
able to future depressions. 

Even a gradual inflation can have serious consequences. For ex- 
ample, a price rise of only 2 percent per year would cut the real value 
of the dollar in half every 35 years. 

Furthermore, if people at large become convinced that it was the 
policy of the Government to foster a gradual inflation, they would be 
encouraged to act in such a way as to cause the inflation to proceed 
at a more rapid rate and this would increase the danger of an eventual 
crash. 

As a matter of general policy, we prefer tax reduction to large in- 
creases in public works, in cases where major Federal action appears 
to be * etiked to counteract a downturn in the economy; however, we 
are not convinced that the present situation justifies major Federal 
action. While we believe that it is desirable to accelerate the con- 
struction of sound, well-planned public works that would be under- 
taken anyway in the normal course of time, when there is a slack in the 
civilian economy, we do not believe that a downturn in business activi- 
ties should be used as an excuse for make-work projects or other public 
works which are unsound from an economic standpoint. Tax reduction 

‘an be put into effect much more rapidly; and terminated more 
promptly than a public works program; it is more in keeping with a 
free-choice system; and we believe that it would be more effective than 
pump priming. 

In evaluating our present economic situation we need to realize that 
it is unreasonable to expect a free-choice, market economy to move 
upward at all times. When business is good and profits are rising, 
production is stimulated with the inevitable result that some industries 
oversupply the market. Our economy has been moving upward with 
relatively minor interruptions ever since the end of W orld War II. 
In the months immediately preceding the present recession a capital 
goods boom resulted in a great expansion of productive capacity. At 
the same time that productive capacity has been increasing , prices have 
been rising in response to rising wages and other costs. Under these 
circumstances it is not surprising that we have run into a period of 
readjustment with an attendant increase in unemployment. 

There is no reason to believe that we are entering a major depres- 
sion. Many sectors of our economy show considerable strength. Al- 
though unemployment i is up, nonagricultural employment was higher 
in March than in the same month of any vear prior to 1955. Despite 
the rise in unemployment, consumer spending has been holding up 
very well—particularly for food and other nondurables. For ex- 
ample, farm products such as hogs, cattle, and eggs, which are free 
of the surplus problems that have » dev eloped in some other commodi- 
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ties under Government price support and production control pro- 
grams, have been bringing some very good prices. 

What we are experiencing is prim: arily a recession in expenditures 
for new plants and equipment, and consumer durables—particularly 
automobiles. This does not mean that the present situation is not a 
cause for concern. The point is that we should not be panicked by a 
downturn in industries that recently have been operating at boom 
levels. 

The basic things that we need to do to terminate the recession are 
(1) to avoid rushing into unsound programs which could set the 
stage for a serious inflation later, and (2) to allow some time for 
economic forces to work out adjustments and set the forces of re- 
covery in motion. 

Under present circumstances, when there is no evidence that the 
economy is undergoing anything more than a somewhat painful re- 
adjustment, we see no justification for a major additional expansion 
of public works by the Federal Government. It would take months 
and perhaps years to increase public works expenditures sufficiently 
to have much effect on the economy. By that time, our pressing prob- 
lem may well be inflation rather than recession. Furthermore, the 
expansion of public works would constitute a very roundabout way 
to solving the problem of the workers who have lost their jobs in 
automobile factories and other plants that produce consumer durables. 

We also doubt that a reduction in income taxes would be warranted 
at this time at the expense of a large Federal deficit. Under our 
present tax structure, Federal revenues decline automatically when- 
ever there is a reduction in business activity and personal income. 
The reduction in Federal tax receipts to be expected from reduced 
employment and production, together with the increased Federal 
spending now being programed, has already raised the prospect of 
substantial deficits. To increase these prospective deficits by sub- 
stantial tax cuts would be inflationary and unwise. It would, how- 
ever, be desirable to explore the possibilities of reducing Federal 
spending and simultaneously making a corresponding reduction in 
Federal taxes. 

If taxes are to be reduced under present circumstances, the em 
phasis should be on the reduction or elimination of taxes which in- 
crease costs and prices, or otherwise interfere with the efficient work- 
ing of our economic system. For example, this would be a good time 
to eliminate the excise taxes on freight transportation, as these taxes 
not only increase costs throughout the economy, but also discriminate 
between private and for-hire trans portation. Consideration might 
also be given to the reduction of other excise taxes which increase 
the cost of goods to consumers; however, the inflationary aspects 
of further unbalancing the Federal budget should be given careful 
consideration. 

One of the things that is needed under present conditions is non- 
governmental action to encourage increased consumer and business 
spending. To this end it would be most helpful if business and 
labor would cooperate in programs to reduce costs and prices. 

When prices and wages are maintained or increased in the face of 
falling demand and rising unemployment, the result is almost certain 
to be greater unemployment and a longer period of recession than 
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otherwise would occur. For this reason, among others, we believe 
that Government policies should be directed toward preventing con- 
centrations of economic power which make it possible for private 
groups to exercise undue influence over wages and prices. In the 
business field this means that we must have effective programs to 
prevent the exercise of monopoly power. In the case of labor it means 
that unions should be subject to prohibitions against actions to 
restrain trade comparable to the prohibitions imposed on other 
groups. It also means that compulsory unionism should be pro- 
hibited by law. 

Aid to depressed areas: The American Farm Bureau Federation 
is opposed to the enactment of Federal legislation to provide loan 
and/or grant assistance to depressed areas—for the reasons set forth 
below. 

(1) Federal intervention in determining the location of businesses 
and industries is not in the long-run interest of the people of the 
United States. 

The existence from time to time of temporarily depressed areas is a 
normal consequence of a free economy. 

The movement of population and other resources in response to 
economic factors which provide better opportunities is essential to 
the growth and development of the Nation. 

Temporary dislocations do not constitute a critical national prob- 
lem so long as overall employment and business activity remain at a 
high level. It has been our national experience that the existence of 
above-average unemployment in an area results in a relatively short 
time either in the development of new industry in such areas to 
utilize available manpower, or in the movement of a part of the 
people of the area to other areas in which more favorable opportun- 
ities exist. More commonly a combination of these two trends accom- 
plishes a new balance within a comparatively short period of time. 

The apparent assumption behind pending proposals for Federal 
action is that the problem of attracting industry to depressed areas 
is a problem of finding the requisite funds. We submit, to the con- 
trary, that private funds are available if economically sound oppor- 
tunities exist. 

It is in the interest of the long-run welfare of the people of the 

United States that normal economic factors be permitted to operate 
in the location of industrial development. Otherwise, we run the 
risk of freezing productive capacity in uneconomic patterns and lo- 
cations. This inevitably involves wastes which reduce total pro- 
ductive capacity. Any improvement in the productive capacity of 
an area in response to Federal subsidy, in whatever form it is pro- 
vided, is likely to be at the cost of comparable development in other 
and more economic locations. Such subsidies invite unsound de- 
velopment in high-cost locations. 
_ We believe that political considerations inevitably would creep 
into such a program through the form, conditions, and administra- 
tion of the aid to be provided any community, and the particular in- 
dustry, or industries, to be promoted in a particular area. 

Any program of Federal subsidy to promote development of a 
particular area penalizes the community or area which has had the 
initiative and determination to discover answers to its own problems 
or which has natural economic advantages. 
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The proposed legislation would, in our opinion, establish a prece- 
dent for the Federal Government to assume a responsibility to guar- 
antee that employment in each specific area will be maintained at a 
high level—a responsibility that may have unforeseen, long-run 
consequences. Any proposal of this character is likely to prevent 
shifts in industrial development that are needed for most efficient use 
of our natural resources. 

(2) Federal intervention in depressed-area situations is not neces- 
sary. 

Unless far greater amounts than currently are proposed are pro- 
vided, the impact of a Federal depressed-area program would be so 
small, as compared to the total capitalization involved in plant loca- 
tion and the development of new industry, as to have little dis- 
cernible effect. 

In recent years, many States, regions, and communities, in coopera- 
tion with private associations, have undertaken aggressive programs 
to attract industries to their respectiv e areas. 

Numerous instances of effective endeavor in this connection have, 
no doubt, been brought to the attention of the committee. To the 
extent that economic considerations have been given primary attention 
in such efforts, the accomplishments have been sound and constructive. 

We believe that the responsibility for such endeavors properly be- 
longs with private and public agencies at the local level, and that 
suvh programs will be most effectively carried forward under local 
auspices. Any community which does not have, or is unable to de- 
velop, its own leadership and to encourage maximum development of 
its own resources, is not likely to be a community which is able to 
make most effective use of Federal funds. 

From the standpoint of financial circumstances, the State govern- 
ments are in a much better position than the Federal Government to 
undertake area redevelopment if any expenditure of public funds 
for this purpose is justified. 

Federal expenditures do not necessarily add to the resources avail- 
able for a specific purpose—since each Federal expenditure reduces, 
in at least a proportionate amount, the availability of tax resources 
to States and municipalities, and reduces the private-capital resources 

of our economic system by draining such resources with Federal tax 
programs. 

We have no doubt but that the enactment of a Federal area-rede- 
velopment program at his time would be an opening wedge for vastly 
expanded expenditures thereunder in the years ahead. 

(3) The assumption by the Federal Government of a responsibility 
for area redevelopment could defeat the objective of the proposed 
legislation. 

As heretofore indic ated, real progress has been, and is being, made 
by private interests, in cooperation with local government, toward 
accomplishing the objec tives of the various bills before the committee. 

We suggest that the entry of the Federal Government into this 
field would not serve as a catalyst for responsible local action (as con- 
templated) but, on the contrary, would reduce local participation by 
furthering the attitude: “Let Uncle Sam take care of it.” Instead of 
assuming their own responsibilities in this connection, communities 
would tend toward competing vigorously for larger amounts of Fed- 
eral largess. 


all 
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For these reasons, we believe that Federal intervention in the mak- 
ing of decisions as to where industrial development shall occur, and 
which industries shall be promoted, would be harmful to the people 
of the United States and to the strength and capacity of our economic 
system. 

For similar reasons, we are opposed to the present administration 
policy of favoring so- “called labor- surplus areas in the granting of 
Government contracts. In our opinion, the Government is on un- 
sound ground whenever it departs from the basic principle that Gov- 
ernment contracts should be awarded to the lowest responsible bid- 
der qualified to do the work. 

Small-business capital bank system: We do not have specific policy 
with respect to the small-business capital bank system proposed 
H. R. 10345. We can, however, indicate a general attitude toward 
this proposal on the basis of a longstanding policy in the field of 
agricultural credit. We have long supported the cooperative Federal 
land-bank s system, which was established with the assistance of the 
Government, but which now has become farmer owned. It seems to 
us that the problem of increasing the availability of equity financing 
for small business is somewhat comparable to the problem of insuring 
the availability of adequate farm-mortgage credit. 

If the Congress finds that Government assistance is needed to es- 
tablish an additional source of equity financing for small business, we 
would not oppose establishment of a small- business ¢ apital bank sys- 
tem on a basis comparable to the Federal land-bank system. Under 
this approach, the Government would make an initial purchase of 
capital stock in the proposed banks; borrowers would be required to 
subscribe for capital stock in proportion to the size of their loans; 
loan funds would be obtained from the sale of debentures in the mar- 
ket; and definite provision would be made for the eventual retirement 
of the Government’s initial investment. 

We see no particular reason for tying the proposed small-business 
capital banks to the Federal Reserve System. Furthermore, we seri- 
ously question the wisdom of requiring the Federal Reserve banks to 
provide the initial capital for the proposed small-business banks. The 
immediate effect of this approach apparently would be to keep the 
transaction from showing up in the Federal budget. 

A long-run effect, however, might be to est: ablish a precedent for 
forcing the Federal Reserve banks to finance a wide variety of proj- 
ects outside the Federal budget. This, we believe would be an un- 
sound practice. It would amount to the same thing as direct Govern- 
ment borrowing from the Reserve banks, which is highly inflationary. 

We appreciate the opportunity to make this statement, Mr. Chair- 
man. 

(A document submitted to accompany the American Farm Bureau 
statement follows :) 


CURRENT Farm BUREAU POLICIES 
PRICE LEVEL STABILITY 


We reaffirm our belief in the importance of measures to bring about a more 
stable general price level as a means of providing a favorable climate for economic 
growth and a rising standard of living. This is essential if we are to avoid a 
far-reaching expansion of Government controls over individual decisions and 
actions. 
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We continue to oppose direct price and wage controls 

Government policies which affect the supply of money and credit should be 
directed toward promoting a relatively stable general price level together with 
high employment and rising productivity. The Government also has a responsi 
bility to so conduct its affairs as to inspire confidence that everything possible 
is being done to protect the economy from the extremes of inflation and deflation. 

In periods of relatively high employment and business activity, the Federal 
Government should not only balance its budget and keep it balanced to eliminate 
the need for deficit financing but also reduce the total national debt. If the 
budget is unbalanced in such a period, the Government should borrow necessary 
funds from nonbank lenders to the maximum extent possible to avoid the 
creation of new money. The existing national debt should be managed to prevent 
non-bank-held securities from being shifted to the commercial banks, as such 
a shift creates new money just as the sale of new securities to banks 

In periods of declining employment and falling prices, these policies can be 
reversed to combat deflation. In such a period, for example, it may be desirable 
to reduce taxes to leave more purchasing power in the hands of the public 
even though this results in a deficit. 

If the budget is to be unbalanced to counteract a deflationary trend, emphasis 
should be on reduced taxes rather than increased Government spending. 

The Federal Reserve System can help to stabilize the price level by relating 
its policies to the country’s needs for money and credit rather than to other 
considerations. The independent status of the Federal Reserve Board must be 
maintained. It should restrain the expansion of bank credit in inflationary 
periods and make it easier for the banks to extend credit if deflation threatens. 

The policies of Government agencies which make or guarantee loans should 
be coordinated with overall credit policies. 

In order to be effective in checking deflation, the Federal Reserve System must 
recognize the danger of a downturn and act before deflation has gone so far that 
public confidence in the outlook is undermined. In such a situation, prompt 
tax-rate reductions, especially in the lower income brackets, can be a valuable 
supplement to Federal Reserve action. 

It is generally recognized that it is more difficult to combat deflation than 
inflation with monetary and fiscal policies. It should be remembered, however, 
that our worst deflations have followed periods of inflation and that effective 
action to prevent inflation will go a long way toward preventing subsequent 
serious depressions. 

We urge that the American Farm Bureau Federation board of directors con- 
tinue to sponsor periodic conferences on monetary and fiscal policy. 


CURRENT BUDGET POLICY 


It is apparent that current events in the realm of atomic weapons and space 
experimentation will be used as an excuse for extravagant appropriations and 
wasteful methods in Government. 

Congress should take effective measures to regain control of Federal 
expenditures. 

The times require that Government exercise strict economy, eliminate dupli- 
cation of effort, and promote efficient operations. We urge that budget requests 
be scrutinized carefully and that Government operations be cut to the minimum 
needed to carry on proper governmental functions. Necessary increases should 
be offset by reductions in other items. 

We are opposed to increasing the national debt limit unless absolutely neces- 
sary to meet a national emergency. 


LONG-RANGE TAX POLICY 


A sound national tax policy is necessary to maintain the private enterprise 
system, which is the foundation of our form of government. Tax programs 
should be designed not only to bring about fair and equitable distribution of 
the tax burden but also with due regard to their effects on the national economy. 

As a long-time tax policy, we favor the following principles and urge their 
adoption as rapidly as conditions permit: 

(1) Long-range plans should be made for the gradual reduction of the na- 
tional debt; however, debt retirement should be handled so as to contribute to 
the stability of the general price level and an expanding economy. Debt reduc- 
tion should be given priority over tax reduction except in periods of threatened 
depression. 
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2) A Federal tax policy should be adopted which will contribute to a stable 
i e level in an expanding economy. This means that tax revenues should rise 
relative to Government expenditures in inflation and fall in depression. 

(3) The individual income tax should be the major source of revenues for the 
Federal Government. All self-supporting persons should make a direct con- 
tribution to the support of Government. When conditions warrant a reduction 
in personal income taxes, rate reductions—particularly in the lower brackets— 
should have priority over proposals which would take substantial numbers of 
taxpayers off the rolls. 

(4) Personal exemptions and progressive features of the income tax are 
designed to adjust tax liabilities to the individual’s ability to pay. In the 
interest of equity, additional deductions and exclusions should be limited in 
order to broaden the base for the income tax and thereby permit lower rates 
for everyone. 

(5) We favor gradual reduction and eventual elimination of hidden taxes. 

(6) Taxes levied to increase revenues in an emergency should be terminated 
when the emergency has passed. 

(7) Orderly plans should be developed for a general reduction in income tax 
rates. 

(8S) In order that State and local governments may be able to support gov- 
ernment services which they properly should supply, it is imperative that certain 
areas of taxation now preempted by the Federal Government be systematically 
restored to State and local governments. 

FEDERAL EXCISE AND SALES TAXES 

We oppose a general Federal sales tax. Such a tax would create inequities 
and increase the overlapping of Federal and local State tax systems. The retail 
sales tax field should be reserved to the States. 

Taxes on transportation, farm tractor and implement tires, and other excise 
taxes which affect production and distribution costs should be eliminated. Fed 
eral excise taxation should be limited largely to taxes on nonessential and luxury 
goods. All purchasers of items on which an excise has been paid should be 
informed of the amount of such taxes, 

Che CuarmMan. From your statement, I understand you are not for 
any of the bills or any part of them, that we are considering ? 

Mr. SuumMan. We did state that we were in general agreement on the 
proposed financing of small business, H. R. 10845. 

The Cratrman. There is a very serious condition prevailing in the 
United States. Don’t you think the C ongress should take some ‘steps to 
try to alleviate it ? 

‘Mr. Suuman. Yes; I think there is a serious situation in the United 
States and we think there are several things which Congress could do 
to alleviate the condition and several that the administration have 
already taken. 

However, these recessions such as we are in now, are of long making 
and many of the causes go back several years. It is our position that 
we should not take actions that throw us into another inflationary 
spiral. The real cause of the recession is the inflation we have been 
going through. All inflations have to be followed by some recession 
or deflation. 

The Cuatrrman. What would you do to alleviate it? Has your 
organization considered that ? 

Mr. Suuman. Yes, sir; we have considered it very carefully and 
our belief is that the most important thing that could *e done at the 
present time would be to not increase Government expenses but decrease 
Government expenses and balance the budget. This is in opposition to 
some of the ideas that have been proposed, of course. 

The CuatrMan. What effect would that have on the unemployment 
situation ? 








1072 LEGISLATION TO RELIEVE UNEMPLOYMENT 


Mr. Suuman. I do not think there is anything Congress can do 
that will have any direct effect upon the present unemployment sit- 
uation. I think this is something which is a part of the economic 
situation that exists and it has been in the making for a number of 
years and the forces that have been brought to bear are probably 
about all that can be done. That is, adjustment in the interest rates 
and adjustments in credit policies. 

The CHarman. Don’t you think the construction of sound programs 
of public works with lasting improvements would give employment to 
the people ? 

Don’t you think this is the proper time to do that ? 

Mr. Suuman. As we state in our prepared statement, we believe 
that the programs that have been authorized and that have been 
planned and are approaching a stage of construction should be speeded 
up as much as they can and in this way would help, although a large 
proportion of the unemployed are in industries which are outside the 
construction industry. 

A large proportion of them in the automobile and the steel, the hard 
goods industries and it is hard to see how an expanded public-works 
program, particularly one which has not been planned or is not ready 
to go into effect would have very much effect upon the employment 
of these people who are not trained in the fields of building and public 
works. 

The Cuarrman. Don’t you think the community facilities bill would 
provide roads to cities and needed improvements—waterworks, 
sewers, streets, sidewalks, public buildings? Don’t you think they 
would give employment to many people? 

Mr. Suman. It would depend upon the speed with which these 
kinds of works could be put into effect and also upon whether or not 
the people who would be employed would be those who are out of 
work. 

We are finding in agriculture that we have shortages, labor short- 
ages actually existing at the present time. The folks who are unem- 
ployed in many cases will not take the kind of work that is available. 
They would rather not adapt themselves to—— 

The Cuarmman. In many of these political subdivisions, surveys 
and plans are already made and they are ready to proceed. 

T am informed that the only delay is the necessary funds. 

Mr. Suuman. I do not believe there is any community or political 
subdivision in the United States today that cannot get the funds 
if it wishes to get them. And they can get them at a much more 
attractive interest rate than they could a few months ago. 

I have never heard of any political subdivision in the United States 
that is unable to go ahead and build its necessary improvements be- 
cause of a lack of funds. Funds are available if they care to vote 
the bond issues and to make the necessary—take the necessary action 
by local people. 

The Crarrman. I have word from a good many of them saying 
they could not do it. 

How does your organization stand on price supports; are you for 
the flexible price support or the rigid price support ? 

Mr. Suuman. The American Farm Bureau Federation has a new 
approach to price support which is, that for cotton and feed grains 
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we are in favor of a program of supporting prices at 90 percent of the 
previous 3-year average market price of the commodity. 

In the case of the other commodities, we are in favor of—that is, 
the ones that are under price support—we are in favor of the same ap- 
proach. Until we have a program, though, that is different, we would 
favor a flexible approach to the price support of the other commodities 
which are now under price support. 

We are for programs which will gradually direct Government 
activity in agriculture. 

The Cuarrman. With reference to tobacco, what is your attitude? 

Mr. Suuman. We support the present tobacco price support pro- 
gram. 

The Cuarrman. What effect has technological improvement had in 
the farm industry? Wouldn’t it have a tendency to put out of busi- 
ness the small farmer and to centralize the farming industry ? 

Mr. Suuman. Mr. Chairman, the coming of machinery has made 
it possible for the small farmer to increase the amount of land that he 
cultivates or the amount of livestock that he tends, and to increase 
his income. 

This has been the effect of machinery—of mechanization. This is 
true whether in America or anywhere else in the world. 

The low-income, the poverty-stricken farmers, the ones we think of 
as being in a terrible condition are the ones who have not secured or 
used modern machinery for increasing their efficiency and output. 

The coming of farm machinery through the last 50 years in this 
country has made it possible for many small farmers to make a satis- 
factory income. 

The CHarrmMan. Are there not many farmers in the lower income 
class that would be put out of business if there was a competitive field 
and they were unable to get the machinery necessary to cultivate the 
farm? 

Mr. Suman. There has been a great change taking place not only 
in the mechanization of agriculture but in the number of farmers 
necessary or the number of farmers who are able to make a living 
in agriculture. This is not something new. This started many dec- 
ades ago. In fact, I have often told a story: In 1853 when my grand- 
dad came to the farm I live on, it took 85 percent of the population 
in the United States to farm the land; today it is less than 12 percent. 
These changes have been good for the farmers and good for everyone 
else in America. Had we not had the mechanization, the increase in 
productivity of the farm folks, we would not have had schools and 
churches and modern highways and automobiles and all these things 
because these folks went into other occupations and produced other 
goods and services. This is a thing that has been going on ever since 
there has been a United States of America, and ever since we have 
started out to improve our lot, and it is continuing and it will continue 
regardless of what any of us think about it or do about it. 

The Cuarrman. Dr. Talle. 

Mr. Tatie. Thank you, Mr. Chairman. 

Thank you for your statement, Mr. Shuman. 

With reference to excise taxes on transportation, when they were 
imposed in World War II, they were primarily intended to discourage 
the use of transportation facilities. 

Mr. Suuman. That ismy understanding. 
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Mr. Tate. Therefore at a time like this when the transportation 
systems are in a rather bad way, does it not seem reasonable that those 
excises should be removed because, for one thing, the railroads need 
the help and, secondly, it was never intended that these taxes should be 
permanent. 

Mr. Suuman. We are strongly opposed to the present tax. It isa 
tax not on luxury but on business and it isa very heavy tax on agricul- 
ture because all of our products have to be moved to market. 

It is also a graduated tax, discriminating against the producer that 
is furthest away from market. It is not a fair tax at all. Even if it 
was justified as a business tax, it has graduated against the fellow who 
is furthest way. 

Mr. Tatxx. That is correct. 

Looking at the matter of inflation for a moment, we have the data 
showing that the increase of the gross national product in 1956 over 
the previous year was roughly 5% percent. But it is also shown 
that a little more than half of the 51% percent increase was merely 
an increase in prices. 

Mr. Suuman. There is no question but what we have had a serious 
inflationary period of several years duration and another illustration 
is the purchasing power of the dollar and the decline that has taken 
place there. In fact, the extent of our inflation, our speed of am - 
tion has been more than some of our neighboring countries. I was in 
Canada 3 weeks ago and in exchange for a $20 bill, I got $19.30 of 
Canadian money which illustrates that our inflation has gone more 
recklessly than the Canadian inflation. 

Mr. Tatxir. Now, when we look at the data for last year, 1957, we 
find that four-fifths of the increase in the gross nation: al product was 
an increase in prices, merely, and not goods and services. That shows 
how rapidly inflation has been speeding up, from 1956 to 1957. 

Obviously it is something that needs looking at ver y seriously. 

I noticed in U. S. News not long ago that an analysis was made of 
the explanation for the recession. 

This is what it says: There was a decline in domestic investment. A 
decline in foreign imvestments. A decline in inventories, a decline 
in defense expenditures and finally something that might be called a 
buyers’ strike, as illustrated, perh: aps, in the automobile field, and 
others. When people feel that prices are too high, they don’t buy 
what they can get along without. 

Doesn’t that seem to be a rather good analysis of the situation ? 

Mr. Suuman. Yes. I think there are many factors that have con- 
tributed to the present recession. I certainly agree that there is finally 

catching up with us a resistance to the higher prices. These higher 

prices it seems to me are the responsibility not only of the infls ation: Ary 
pressure but of the powers that certain groups in the economy hold 
and have used to further create inflationary pressure. 

[ am referring to the monopoly powers of labor and big business. 
These two groups have, in our opinion at least, worked together very 
closely and some of the soft settlements notably in steel ‘and in the 
automobile industry which has pushed prices up far faster than pro- 
ductivity has increased. I think that these groups have to take a 
large share of the responsibility for the present recession. 

Another one that this analysis did not mention is the fact—well, 
I guess it did, too, it mentioned the decline in investments. You have 
to look back a few years to find out why private investments declined 
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and I think this is traceable to the long period of artificially low 
interest rates as determined by the Federal Government, and I think 
this is a definite contribution to the inflationary pressures and the 
inevitable recession that we now have. 

Mr. Tauie. I want to congratulate the State of Illinois on what it 
has done and is doing for itself in solving its own problems, on the 
basis of testimony given here recently by Governor Stratton. 

That certainly bears out what you state, Mr. Shuman, on page 7 
in your statement, and I quote: 

We submit to the contrary that private funds are available if economically 
sound opportunities do exist. 

I wish I had more time but I will close by suggesting that after all 
the decline in the number of persons engaged in farming has histori- 
cally been going on since colonial days, has it not ? 

Mr. Suuman. That is true. There has been a steady decline 
throughout the years in the number of people engaged in agriculture. 

Mr. Taiz. Certainly our wars have aggravated the problems. Our 
policy has been that ther re should be at least one able-bodied man on 
afarm. That fact requires more machinery on the farm. Mechaniza- 
tion would have advanced anyway but war conditions brought on 
mechanization at a very rapid rate. Consequently adjustments had 
to be made quickly and on a large scale. 

Mr. SHuman. That is correct. 

The Cuatrman. Mr. Brown. 

Mr. Brown. What do you think about the soil-bank program ? 

Mr. Suuman. We supported the soil-bank program, particularly 
the conservation reserve features of it. We have been disappointed 
that the recommendations we made to the Congress were not approved 
in the original instance. We think that the failure of the acreage 
reserve features are in large part—to get adjustment in production, 
which the soil bank has not succeeded in doing—which has not brought 
about adjustments and reductions—we think the reason is largely 
because of the very liberal provisions that were put in which permitted 
farmers to use diverted acreage to produce competing crops, so we 
are in support of it but we want to see it changed to make it more 
effective. 

Mr. Brown. Each State is allotted so many acres and each county 
has an acreage : allotment. 

Don’t you think that a farmer who does not use his fall allotment 
should be allowed to turn the excess over to farmers in the same 
county ¢ 

Mr. SHuman. On this whole matter of allotments and quotas, 
I think our 25 years of experience indicates that you cannot mate- 
rially—well, it is not feasible to expect to reduce production mate- 
rially by acreage controls. 

Our objective is to gradually get away from this device which 
has not worked. I say it is not feasible because farmers won’t accept 
the kind of cuts that would be necessary to make substantial reductions 
in production. This is proven by the 55-million-acre wheat allotment 
and by the minimum allotments that have been established in other 
things. 

Now, when you get into the specifics of your question as to the allo- 
cation of acreage quotas and allotments, certainly we think they ought 
to be carried out on an actuarial basis. The same for all States—I 
mean, the same procedure for all States and all counties. 


25491 58 Go 
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Mr. Brown. Now, unless the law is changed, we would lose 2 mil- 
lion more acres in cotton ? 

Mr. SuHuman. That is correct. 

Mr. Brown. We are driving the little farmer off the farm. It looks 
like we should not reduce the acreage. I think we should increase 
the acreage. 

Mr. Suuman. We have presented a program to answer this prob- 
lem, through the House Committee on Agriculture. I understand it 
is being given some consideration. We testified before them on this 
program. We think it will answer this problem. It is a very serious 
one. It is an illustration of the fact that acreage allotments and quotas 
do not work because here we are faced with the need to further cut 
production 2 million acres when at the present time the small farmer 
has already cut to the place where he cannot make a living with the 
quota that he has. 

Mr. Brown. It has been reported here that in 1952, to December 31, 
1957, wages have gone up something like 27 percent. Others 36 per- 
cent, interest income 6 percent and farm income has fallen 20 percent 
over this same period, is that correct ? 

Mr. Suuman. I am not sure about the exact percentages. That is, 
I could not verify them from my own knowledge, but farm income 
in the last 2 years has been improving considerably and it is going 
against the downtrend in the general business economy and the farm- 
ers’ income is up fairly substantially, so far this year and last year 
over the previous period. 

Mr. Brown. This is as of December 31, but I think that is due to 
the cold weather down in Florida to a major extent. 

Mr. SHuman. The drop in farm income is a result of the dramatic 
increase in prices of the Tots products that have not been hampered 
by the accumulation of surpluses under these so-called farm programs. 
I mean, livestock products, fruit, and vegetable products. The farm 
income being up dramatically, for those persons producing the non- 
price fixed commodities. 

Mr. Brown. That issince January 1? 

Mr.Suuman. No, it was up in 1957 over 1956. 

Mr. Brown. I want the figures for the record. 

Mr. SuHuman. We will submit them. 

Mr. Brown. I want the figures from 1952 to the 31st of December 
1957. 

Mr. Suuman. We will submit them for the record. 

(The information requested is as follows :) 


TABLE 1.—Gross income, production costs, and net income, United States 
agriculture, 1952-57 


Realized gross} Production | Realized net |Net income as 
Year income j expenses income percentage of 
| gross income 


Bil. dol Bil. dol, Bil. dol. 
1952 36.7 22.5 14.3 | 39.0 
1953 35.1 21.2 13.9 | 39.6 
1954 33.7 | 21.5 | 12.2 | 36. 2 
1955 33. 2 21.6 11.6 | 34.9 
1956 34. 4 22.3 | 12,1 | 35.2 
1957 e 34.9 22.8 | 2.1 | 34.7 


Source: Table 23, Agricultural Outlook Charts, 1948, USDA. 
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TABLE 2.—Breakdown of food marketing bill 


| | | | 





Corporate | Direct labor | | Percent direct 
Year Total mar- | profits before |(except trans-| Transporta- | Other costs | labor costs of 
keting bill taxes portation) tion costs ltotal market- 

| ing bill 
See 1 

Pil. dol. Ril. dol. Bil. dol. |  Bil.dol. | Bil. dol. 
1952 24.4 | 1.4 11.4 3.3 | 8.5 | 46.7 
1953 25. 6 1.5 12. 1 3.3 | 8.7 | 47.3 
1954 26.6 1.5 12.6 3.5 9.0 47.4 
1955 27.9 | 1.6 13.0 3.1 10. 2 | 46. 6 
1956 28.9 1.8 13.9 3.3 | 9.9 1 48.1 
1957 (?) (?) (?) (2) (?) (2) 


| | 
1 This does not include direct transportation labor costs nor any indirect labor costs. 
2 Data not available. 


Source: Table 5, Marketing and Transportation Situation, USAD, July 31, 1957. 


Mr. Brown. I think the farmers have been in a recession for several 
years. 

Mr. SHUMAN. Our recession came in advance of this recession and 
we are now seeing some recovery. 

Mr. Brown. When the farmer feels it, practically all business people 
feel it. That has been the record. 

Mr. Suuman. The present attitude of farmers is perhaps one of 
feeling a little bit justified-in that other folks now are suffering some 
of the things that the farmers have suffered in the last 7 or Ss years. 

Mr. Brown. The farmers failed in the early 1920’s av 1930’s, and 
then business likewise collapsed ; is that true? 

Mr. SHuman. The farming depression of the 1930's started in the 
1920's, really, shortly after Ww orld War I. 

There was a vet 'y serious agricultural depression and all of us in 
agriculture think that it was a contributing factor in the major depres- 
sion that came in the 1930’s. 

Mr. Brown. I take the position that the well-being of the business- 
man depends a great deal on the well-being of the farmer. 

Mr. Suuman. Yes. 

Mr. Brown. Are you operating a farm now ? 

Mr. Suuman. Yes. 

Mr. Brown. What do you produce from your farm? 

Mr. Siuman. My son is my partner and we produce corn, hogs, 
oats, and cattle. 

Mr. Brown. You do not produce any cotton or wheat ? 

Mr. Suuman. No. 

Well, we do have a small acreage of wheat. We have 14 acres of 
wheat, just under the minimum acreage provided by law. 

Mr. Brown. Mr. Mumma, you are recognized. 

Mr. Mumma. Mr. Brown, | appreciate the opportunity to ask a few 
questions. 

Mr. Shuman, no one knows about a depression as well as the fellow 
out of a job but it was noted in the President’s last press interview 
there was not a single question asked on the depression. In other 
words, it is not news, vand maybe they are settling down, too. 

I have been sitting here for 2 or 3 weeks or maybe a month, listening 
to this depressed areas bill, and it strikes me that each community must 
probably work out their own salvation because every community in 
America is after new industry. When you pick up the daily papers— 
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[ noticed last year a big ad in the Wall Street Journal, that Wilming- 
ton, N. C., had a big ad i in there, “Plenty of Water.” That was TVA 
advertising. 

That was their argument. I noticed the movement in the agricul- 
ture field around Harrisburg, Pa. There we have four big feed mills 
now that have all gone in there in the last—I do not know, time passes 
so fast, I would say the last 5 years. 

Quaker Oats. Purina, McMillen, and Wheatena had to fight to get 
those industries. It was a funny thing how they got them; they got 
them ona freight rate. Harrisburg is in the p: alm of a hand there and 
the lines go all the way to Boston and south from Harrisburg. But 
the freight rates must change somewhere and Harrisburg and the 
Susquehanna River is the dividing line so we got those four big 
industries. 

As much as I hate to think it. Altoona did not have that effect. 
Wilkes-Barre and Scranton do not have that advantage. 

There was a question put to one of these people this morning. “What 
was the first move you would make in these depressed areas ?” 

Sitting here thinking, I do not know what to say. I know it would 
not pay to build factories and then go out and seek people to occupy 
them because the only people you can get there would be loft pepe 
like in Wilkes-Barre and New York City. The women are working 
up there but not the men. I thank you for your time. 

Mr. Suuman. Mr. Chairman, I would like to state we have had in 
many parts of the United States and rural areas experience with com 
munities working to get industry and solving their own srablerne. 

This is one of the projects of the rural development program but 
we have had experience with this happening long before the rural 
development program. For instance, in southern Illinois when the 
coal mines left under the pressure of t he competit ion of other products 
and the high cost of labor and all the other things that entered into 
this shift, many southern Illinois communities organized to bring in 
new industry and very successfully went out and ‘succeeded in doing 

. They also provide local training programs for prospective workers. 

"They did this without any Federal program. They did it because 
they wanted to improve their own community and it seems to me this 
is the most successful basis. 

Mr. Mutrer. I don’t want to take any credit away from Governoi 
Stratton—he made a fine statement before this committee—but the 
fact is, and I am sure you will agree that it is the same in many other 
parts of the country, Illinois, since he testified, particularly in the last 
2 weeks, has seen an increase in unemployment. So there is a situation 
that does require attention. Not only in Illinois, but throughout the 
country. Am I not right? 

Mr. Suuman. Oh, yes. I didn’t inject the Illinois testimony, as the 
record will show, because I am not informed either as to the employ 
ment situation or as to what is being done in the State of Illinois. 
There is, of course, a recession. Steps are being taken. Federal relief 
has adjusted discount rates and therefore several steps have been taken 
to try to counteract this recession, and we are in favor of sound steps 
being taken. 

Mr. Muurer. But the position of your organization is that there is 
no new legislation needed at this time? 
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Mr. SuumaAn. The tax adjustments we have recommended. There 
may be other measures that would be helpful. 

Mr. Muurer. I think everybody is for tax adjustment whether they 
call it “revision” of “cut.’ 

On page 9 you refer to H. R. 10345 with refernce to small bank capi- 
tal bank systems. Have you read the other bills—has your organiza- 
tion considered the other bills: H. R. 12064 by Mr. Patman, and there 
is 10980 by Mr. Multer. Have you seen either of those bills? 

Mr. Suuman. I haven’t, myself, studied those two bills. I did study 
this 10345. I am sure our staff has studied these bills. 

Mr. Mutter. I suggest, sir, that you look at 10264, which is Mr. 
Patman’s bill to take the place of his earlier bill and my bill, 
10980, and possibly submit to us a supplemental statement on the 
subject. I think you will find that 10980 takes the approach which 
apparently your organization approves. But I don’t want to bind you 
te that. Study it and then let us have the benefit of your thinking 
on it. 

Mr. Suuman. We would be very happy to do that. 

(The information requested above is as follows :) 

H. R. 10980, by Mr. Multer, seems to meet the qualifications outlined in the 
American Farm Bureau Federation policy. We believe the approach recom- 
mended in this bill is sound and is based to a large extent on the same principles 
as were used in setting up the original Farm Credit Administration, which is now 
farmer owned and farmer controlled. 

We believe the measure would be materially strengthened if it was made 
clearer how the Government capital is to be retired and to indicate a time 
schedule for the termination of Government status. 

Mr. Muvrer (presiding). Mr, Bass 

Mr. Bass. Mr. Shuman, I am very happy to hear your sound 
analysis of the economic situation in this country and in relation to the 
various so-called antirecession measures which we are considering 
here in this committee. 

I think you have made an excellent statement, which is a real con- 
tribution to this committee in considering this problem. 

Mr. Suuman. Thank you, sir. 

Mr. Bass. As a matter of fact, I generally agree with the position 
of the Farm Bureau on most major issues. 

You have, as you no doubt know, a ver y strong and active organiza- 
tion in my home State of New Hi ampshire. And I am pleased that 
our president, and my good friend, Stacey Cole, is now also taking 
an active part in your national organization, 

You are quite correct when you point out in your statement the 
dangers of continuing inflation. Of course, huge deficit spending 
over the next 2 or 3 years would be a major factor in decreasing the 
pure chasing value of the dollar, and I think we in Congress have a real 
duty and obligation to see that this spiraling inflation is checked. 
Inflation hurts everybody, but it particularly hurts those in the 
middle- and lower-income tax brackets. They are the people who are 
hurt the most, not those in higher brackets. A program of massive 
public-works spending and general tax reduction will surely bring 
further cheapening of the dollar and spiraling inflation. 

I have no questions to ask you, but I merely wanted to make these 
observations. 

Mr. SHuman. Thank you. 
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Mr. Bass. And to welcome you here. 

Mr. SHuman. Thank you. 

Mr. Mutter (presiding). Mr. Coad- 

Mr. Coap. Thank you, Mr. Chairman. 

Mr. Shuman, I am very pleased to meet you, though indirectly as 
such. 

Mr. SHuman. Thank you. 

Mr. Coan. I followed with great interest the statement which you 
have made formally before this committee. I might say that many of 
my good friends belong to your organization. “I have heard much 
about you and I have followed your career. 

Mr. Shuman, I notice on the cover page your statement which you 
have made available to the members of this committee where it is 
stated that the American Farm Bureau Federation represents 1,600,000 
farm families located in 48 States and Puerto Rico. 

Are all of these 1,600,000 farm family members actually farmers? 

Mr. SuHuman. No, there is a small percentage of nonfarm families 
in the organization. However, I am convinced that the percentage 
of nonfarm families in our organization is less than that in any other 
general farm organization. Because we are the only general farm 
organization that has a specific limit in most States on the number of 
nonfarm families that they will take. We leave it to the States. 

Mr. Coap. Are ministers, priests, or rabbis included in this 1,600,000? 

Mr. SHuman. There were probably some, yes. 

Mr. Coap. You see, my profession is th: at of the ministry and I was 
included as an associate member of the Farm Bureau Federation in 
my home county and I often wondered w hetles or not I was counted as 
an actual, official member of the county’s unit or not. 

Mr. Suuman. Ministers in the State of Iowa are not counted. 
However, other associate members are counted in the total of 1,600,000, 
in most counties and States. However, associate members have no 
vote in the affairs of our organization in the development of policy. 

In most States the limit on associate members—nonfarm ae 
will run from—well, it will run from zero to 15 percent and I would 
estimate the average of the United States would be not more than 
10 percent. 

Mr. Coan. Is it the policy v of your organization to include all the 
ministers of, say, a county, within its membership ? 

Mr. Suuman. No, the matter of the relationship between our or- 
ganization and ministers would depend upon the county Farm Bureau 
and the State Farm Bureau. There are no national policies that 
even suggest that ministers or any other profession be included. 1 
think most counties welcome ministers as associate members if they 
are not actual farmers. 

Mr. Coap. Thank you. I wanted to clear that point. 

Mr. Shuman, I notice in your testimony that you are opposed to 
the community facilities bill. 

Mr. SHuman. Yes. 

Mr. Coap. Did your organization support the British loan bill 
1946 ? 

Mr. SHuman. I would have to refer back to find out. Do you know, 
Mr. Lynn? 

I don’t believe so. 
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Mr. Coap. I make reference to Committee Report 2289, the 79th 
Congress. According to it, you did. 

Mr. Shuman, on the basis that the committee re port would hardly 
be in error—are you aware of the fact that that loan was on exceed- 
ingly liberal terms? It was a $334 billion loan at an interest rate of 
2 percent. It provided that no interest would be paid on the loan 
between 1946 and December 31, 1951, and provided that in future years 
interest payments might be waived on exceedingly little bases. Now, 
I say “waived” and not “deferred.” 

If waived, they would never be repaid. 

I might also add last year Congress passed Public Law 85-21 which, 
for 1! 958, also deferred payment ‘of principle on this loan for 1958. 

Now, do you think we should do less for owe own people, with the 
oye unemployment situation, than we have done for the British ‘ 

Mr. SHuman. Well, my answer to that is this: I don’t know what 
our position on this bill was, but let’s assume that this report in the 
committee document is correct and the American Farm Bureau Fed- 
eration was in favor of that legislation at that time in 1946. The 
economic and the world situation changes year after year. 

Our policies change from year to year. If this same type of a bill 
or loan proposal was before the Congress at the present time, in view 
of the present attitude of our organization toward giveaways and 
subsidized—subsidies abroad and grants rather than economic aid and 
loans, we no doubt would be opposed to it, today. 

Mr. Coap. Are you opposed to the continuation of the Hill-Burton 
Act that has to do with grants for hospitals ? 

Mr. Suuman. We have always supported the principles of this act 

Mr. Coap. Are you against the airport deve iaanae nt program ¢ 

Mr. Suuman. We have taken no position on most of those that you 
list. 

Mr. Coap. Lamasking you. Are you against it ? 

Mr. Spuman. We have alw: ays supported the Hill-Burton bill. 
The others, we have taken no position on that I know of. 

Mr. Coap. I am sure you are acquainted with the water pollution 
program. How do you feel toward it / 

Mr. SuumMan. We were opposed to the water pollution program as 
presented to Congress last year. 

Mr. Coap. On what basis # 

Mr. SHumAN. I am not sure I am familiar with the bill that you are 
referring to. If this is the one where there is a grant to communities 
to set up water pollution facilities we are opposed to this on the basis 
that local communities can provide their own facilities and it is not 
necessary to have Federal appropriations and grants. 

I don’t believe there is a single community in the United States that 
has demonstrated that it can’t, with proper credit—and this may be 
an area Where credit is advisable; of course, it is the Federal Govern- 
ment’s concern; we haven’t opposed credit, but I don’t believe in the 
same community in the United States where they have some proper 
assistance on credit, can’t provide what they need. 

Mr. Coan. In your opinion, there is no community in such position 
that they can’t get this credit. 

Mr. Suuman. Well, I am not saying that we shouldn’t have per- 
haps some changes in credit—I am putting it this way: Our position 
would be opposed to grants and for—— 
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Mr. Coav. The community facilities bill is only a loaning program 
and it is not a grant program. You are aware of that? 

Mr. Suman. The community facilities bill—we are aware of that, 
surely. 

The reason we are opposed to this, though, is that we believe this is 
unwise on several counts. Not just the matter of the risk of Federal 
money because this isn’t a factor at all. We think that this will 
slow down rather than speed up the development of the communities, 

Mr. Muvrer (presiding). Mr. Coad, will you yield the witness at 
this time and then we will try to come back to you. Your time has 
expired. 

Mr. Coap. Very well. 

The Cuarrman. Mr. Betts 

Mr. Berrs. Mr. Shuman, I want to compliment you on your state- 
ment. I think it is sound, sensible, and a reasonable approach to the 
problems. 

Mr.SHumaAn. Thank you. 

Mr. Berts. I have always been a great admirer of your organization 
because it is strong in rural Ohio where I come from and I have always 
taken pr ide in the fact that Dw ight Heckathorne, who is th 1e preside nt 
of the Ohio Bureau, lives in my district and is a close friend of mit Ie. 
[ have also been impressed by another thing in your organization and 
it leads me to respect the statements you have made ane’ this y eaoeeiliee 
allthe more. I have been present at your local council meetings when 
the members discussed different issues, national, State, and local. 
There were arguments pro and con about it and then there was a vote 
taken and the results of that vote were sent to Columbus and they were 
tabulated and the position that the State Bureau took was a direct 
result of the thinking of its own members. I am right, I think, am , 
not, that when you come here and testify you are not simply givin 
your opinions but the opinions of the me mbers ; is that correct ? 

Mr. Suuman. That is correct. We do the best we can to provide the 
kind of procedure through our policy development process to let the 
folks themselves determine what the policy should be. I have tried to 
reflect accurately the policies these folks ac lopted. 

Mr. Berts. In de aia with the farmers of my district, from my 
observation I think you have stated here this morning the thinking of 
the majority of your members back in the district. 

Thank you. 

Mr. Mutter (presiding). Mr. Breeding. 

Mr. Breepine. Thank you, Mr. Chairman 

Mr. Shuman, you remarked about excise taxes on eee 
that you would be in favor of doing away with those. How do you 
feel about other excise taxes that we have today? 

Mr. SHuman. There are some other excise taxes that are on pro- 
duction items that add to costs that we would be for repealing. For 
example, the excise tax on tires, which is a very costly item as far as 
farmers and other businesses are concerned. 

As far as the excise tax on luxuries is concerned, we are not urging 
that they be removed. 

Mr. Breepine. You have recommended, though, that they be re- 
moved from tires? 

Mr. SuHuman. Tires and spare parts. 
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Mr. Breepinc. You speak about high prices. Do you think that 
agriculture prices are too high? 

Mr. Suuman. No, sir. 

Mr. Breepinc. How about the 22-cent drop in the price of wheat 
this year, do you go along with that idea, realizing, of course, that I 
come from a wheat State and that this 22:cent drop will cost my 
people in Kansas about $50 to $60 million. How do you feel about 
that ? 

Mr. Suuman. You are talking about Government price support, 

not price. This drop in price support of wheat is a direct result 
of the price-support program. The products which have not had 
this price-fixing program have been going up, in general, in price. It 
is only the folks who depend upon their income from the price-fixed 
commodities that are in serious difficulty at the present time. 

Mr. Breeprnc. Well, if we are going to operate by law on how 
many acres we can grow in wheat, shouldn’t the grower have 100 
percent of parity? 

Mr. Suuman. We are for him getting 100 percent of parity, but 
we don’t believe that this program of fixing price by Government 
action in allocating the number of acres is—well, we are convinced 
that it has failed. We are advocating a change, completely changing 
away from this system. 

We favor, in the case of wheat, a real choice through a referendum. 
We presented to the House Committee on Agriculture this week ¢ 
suggestion for a choice that would be realistic, one that would let the 
farmers decide whether or not they wanted to continue this program 
that in our judgment is failing or to turn to some other kind “of 
program that we think will work. 

Mr. Breeprne. Do you think that farmers should have a program ? 

Mr. Suuman. Yes; I think it is necessary to have some kind of 
price-support program , at least for the foreseeable future. 

Mr. Breeprne. I understood you to say that you represent all the 
‘i who belong to your organization in your statements here. 1 
ee to be one of the members of your association though some- 
times I don’t agree with national policy and I know that there are 
many in my area who don’t agree with you on national policy. 

Mr. Suuman. This is true with any organization. Congressman 
Breeding, you don’t represent 100 percent ‘of the people in your dis- 
trict. We try to represent the majority interests and this, of course, 
is our major concern. No organization can ever claim to represent 
100 percent of its members. 

Mr. Breepinc. With farmers’ income down 20 percent and their 
costs up 30 percent, I rather think that they would be for equality 
in income. Do you think they should have more income in order to 
offset these increased costs ? 

Mr. Suuman. Sure, we are for the maximum income for farmers. 
The situation, of course, with the wheat farmers is one that is very 
difficult. Under this Government program, probably we will have 
by the end of this crop season four times the normal supply of wheat. 
This has all been generated as a result of the Government guaranty. 
Not that it is too high or too low, it is just the fact that it is guaran- 
teed. So what is indicated in our judgment is a change. It has been 
demonstrated without any question that a relatively free market 
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returns better returns to farmers than can any congressional program, 
so we are for improving farm income by a gr adual return to a free 
market economy. 

Mr. Breeprc. It has been said that depressions are farm bred and 
farm fed. Do you believe the present recession that we are in is 
brought about by low farm income? 

Mr. Suuman. I think that there has certainly been—that declining 
net farm income has been a contributing factor to the present reces- 
sion, but I don’t believe that is nearly as important as the labor 
monopoly and their tactics in this country, and I rather believe that 
this depression is a labor-monopoly bred and fed depression. 

Mr. Breeptnc. What would you suggest as a means of disposal of 
agricultural surpluses, other than what we presently have? 

Mr. Suuman. Well, the present program that we have in Public 
Law 480, subsidizing exports abroad, is moving large quantities. The 
main problem is to reduce the input into CCC, and if we adjust to a 
farm program which will permit farmers to make the adjustments 

rather than inducing them to fill storage bins, the present surplus 
disposal programs will get rid of the surplus rather rapidly. 

Mr. Breeprne. In testimony here a few days ago—lI believe it was 
May 2, 1958—Mr. Newsom, of the National Grange, made this state- 
ment in regard to the depressed areas bill : 

From the long-range standpoint, it could be the most important agricultural 
legislation of the 85th Congress. 

Do you agree? 

Mr. Suuman. No, sir, I don’t agree. I think there are many pieces 
of legislation that are more important to agriculture. 

Mr. Breeprine. That is all, Mr. Chairman. 

Mr. Mourer (presiding). Mr. Widnall—— 

Mr. Wrpnatu. Were there any figures put into the record as to the 
farmer membership of the National Farmers Union as compared to 
nonfarmers ? 

Mr. Mutrer. The fact has been developed that not all of them are 
farm families. 

Mr. Coan. If the gentleman will yield, I asked that question be- 

cause I know that I had been included as an associate member of the 
Farm Bureau. I have never been included in the Farmers Union 
or the Grange or any of the others, but I had in the Farm Bureau 
and I wanted to know whether I was at one time counted in this total 
figure or not. 

Mr. Wipnaty. Do you happen to know the number of members in 
the National Farmers Union ? 

Mr. Suuman. No, I do not. So far as I know their membership 
figures are never published. We would be very interested to find out 
what they are. 

Mr. Wipnaru. Do you know as a matter of policy if they take in 
nonfarmers as well as farmers ¢ 

Mr. SHuman. I know of nonfarmers who are members of the Farm- 
ers Union—implement dealers and other tradesmen. 

Mr. Bass. Mr. Chairman, if the gentleman will yield, I believe the 
same is true of the Grange. Most of the members are not farmers. 

Mr. SaHumavn. In fairness, Mr. Chairman, I think we ought to say 
that all general farm organizations welcome into their associate mem- 
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bership and sometimes into their active membership, folks who are 
very es to agriculture and sympathetic to the needs of agriculture, 
and I think in fairness we ought to say that all general farm organi- 
zations make an effort to try ‘to have Some control over this number 
of this type of membership. 

Now, I would like to point out that in the recent national conven- 
tion of the National Farmers Union, a statement was quoted in the 
press that they are a rural organization and not strictly a farmers 
organization. We claim to be a farmers organization and not a rural 
organization. 

Now, I hope this is not an unfair statement. I try to be fair at 
all times with my good friend Jim Patton. I see he has left, but 
I wish he was here to agree or disagree. 

Mr. Wipnatt. Mr. Shuman, I have had a question raised back in 
my district about the construction of chickenhouses where it is being 
encouraged now through Government-guaranteed loans. Some farm- 

ers have said to me, “We already have a surplus production that has 
caused depressed prices with respect to chicken and eggs. 

Do you believe the Government guaranty program is a wise program 
in view of that overproduction at the present time / 

Mr. SuHuman. I am not familiar with the loan that you are re- 
ferring to. 

Mr. Wipna.t. The title I program in FHA. 

Mr. Lynn. We have met with the Department of Agriculture of- 
ficials, Mr. Stott, and Federal Housing officials and have suggested 
that they ought to look very, very arefully at exp: anding chickenhouse 
guaranteed Toans, particularly in the northeastern area and the area 
where there seems to be an ov ersupply of laying hens. 

We understand and I have copies, I believe, in my file of a memo- 
randum that was put out that would indicate that all of the credit 
agencies in the Government agree that they would deemphasize this 
type of loan. This happened, I believe, in January or February and 
we in the Farm Bureau took part in the discussions. 

Mr. Wipnatu. It just seems to me that it is typical of what happens 
many times when you have a Government-encouraged program, just 
multiplying the pr oblems that we have. 

: certs ainly appreciate your testimony, Mr. Shuman. 

You have a very strong federation up in New Jersey and particularly 
in the area I represent, and I know we are always ssntadil for your 
views. 

Mr. SHuman. Thank you. 

Mr. Mutrer. I can’t let go unchallenged your statement that this 
recession or depression or whatever you want to call it, was brought 
about by the labor unions, or did I misunderstand you ? 

Mr. Suman. I didn’t mean to say it was caused by the labor unions. 

[ intended to say that this recession—among other factors, and at 
Jeast I think my opinion would be that if a characterization is used 
similarly to the ones of the thirties, which was “farm-fed, farm-led 
depression,” I would characterize this one as more a labor-monopoly 
led and and fed recession and that doesn’t mean all unions. 

Mr. Muturer. Are the farmworkers on your farm at present 
unionized 4 

Mr. SHuman. Ours is a family operation with no employed labor. 
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Mr. Mutter. You would concede would you not, that the working- 
man, union and nonunion, today, is enjoying a higher standard of 
living than he did immediately after the 1929 depression { ¢ 

Mr. Suuman. Y es, sir, and I am willing to concede that the labor 
unions—and I agree very strongly with the need for labor unions, 
They have m: ade a wonderful contribution to the welfare of labor in 
this country. I don’t want to detract anything from the advantages 
and the benefits they have brought to labor. 

On the other hand, I will continue to insist that the present monopoly 
power held by organized labor and used by many of these organiza- 
tions, and without the same kind of restrictions which business cor- 
porations have under the antitrust legislation, is a threat to this 
country, a real threat. 

Mr. Mutter. You wouldn't attempt to roll back the benefits of 
labor both in earnings and fringe benefits to what they were either 
in 1930 or even during either of the last two recessions ¢ 

Mr. Suuman. No, sir. There is no suggestion of any need to roll- 
back the gains which have been made. In fact, we believe that the 
members of the labor organizations will be far better off if there is 
greater freedom under right-to-work laws in the States and greater 
restrictions on the monopoly power which is being used by labor, 
sometimes in collusion, I am convinced in my own mind, with big 
business—not always in the best interests of the membership. 

Mr. Murer. Then may I assume that you favor extending the 
wage benefits and fringe benefits which the union member has, to the 
nonunion member ? 

Mr. SHuMAN. We are not in favor of extending. We have been 
opposed to the minimum-wage laws. We think that in free society, 
we can, through organization, secure these benefits without the force 
of government. 

Mr. Moutrer. Can you indicate to us how the nonunion member can 
get a higher standard of living equal to that which comes to union 
members by way of increased wages and fringe benefits, other than 
through unionization ’ 

Mr. Suuman. I think there have be en some studies made recently 
which indicate that the income of nonunion employees has gone up at 
least as much if not more than union employees in the last several 
years. 

There have been a number of studies. I can’t cite the case at the 
present time, but I am sure that any observation leads me to believe 
that the nonunion wage scale has gone up as much as the union in 
most cases. 

Now, of course, I readily admit that this might not have been true 
if there hadn’t been union organization because I believe in labor 
unions. I believe in the use—in the proper use of their powers of 
organization. 

It is only the improper use through the monopoly power that they 
now have and the use of brute force to force union membership that 
Iam speaking against. Not against organization. 

Mr. Motrer. I think you did indicate the evils of big business 
monopoly as well as union monopoly. 


7 


Mr. Suuman. Big agriculture, big government, big unions, big la- 
labor, big business, what not ; they are all evil. 
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Mr. Mutrer (presiding). Mr. Coad-——— 

Mr. Coap. I should like to ask a question regarding the statement 
that you have made about the nonunion wage increasing as much or 
more than the union wage. Does that exclude the fact that the mini- 
mum wage was raised duri ing that period of time? 

Mr. SHuman. I can’ t tell you. 

I have read these different statements, and couldn’t attempt to 
answer. 

Mr. Coap. Could the results you mentioned have been caused by the 
raising of the minimum wage? 

Mr. Suuman. It possibly could though I believe this goes back over 

a longer span of time. Most of these studies do. 

Mr. Coap. Would you please include that report ? 

Mr. Suuman., I will endeavor to supply that information. 

(The information requested above is as follows :) 


Studies have been made at the University of Chicago that indicate that non- 
union workers have fared equally well with regard to wage increases; in some 
cases even better than union members. There seems to be little specific data 
available with regard to this matter. 

Mr. Coap. You made the statement that on feed grains, your or- 
ganization is in favor of supports for feed grains at 90 percent of 
the previous 3-year average of the commodity. 

Mr. SHuman. Average market price it should be. 

Mr. Coap. I would agree with you if you should say it is to be 90 
percent of 1949, 1950, 1951, 1952, along in there. Why do you select 
the last 3 years, when you know that that is autom: atically 10 percent 
less than the average of the last 3 years. 

Now, what kind of support is that when it is less than it was for 
the year before and you know that it is less ? 

Mr. Sucman. It ‘depends on your definition of the word “support.” 

“Support” in our definition, and in our intention originally all 
through the years of price support was a support, not a fixing of the 
price. A support is something that tends to prop up, to prevent wild 
fluctuations and collapse. It is not something that fixes it in our 
definition. Other people have other definitions. 

Now, to be more realistic in the answer, actually experience has 
proven that Government fixing of prices reduces farm income because 
it makes necessary the allocation of smaller and smaller portions of 
the market to the producer. 

Whereas, in the crops that have not had this so-called price support 
which is in reality price fixing, there has been no limitation necessary 
on the production and so the individual farmer has decided on his 
own basis how much to expand and they have expanded and they have 
increased their income. 

Now, under a price— 

Mr. Coap. There have been fewer farmers, however, in this process. 

ae SHuMAN. This is something that has been going on for 150 

200 years in this country. 

The ‘re are fewer enrolled ministers. This is not anything that is 
bad; this is good. There is nothing wrong with people- 

Mr. Coap. Are there fewer small towns? 

Mr. Suuman. No; I don’t believe you will find there are any 
fewer rural communities. In fact, the population of the rural areas is 
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increasing in most parts of the United States today. There are no 
empty houses in our area. 

People are moving to the country as a desirable place to live. 
Specifically on this matter of price supports, as to why we are for a 
90 percent of the last 3-year average market price is because the parity 
relationship was designated as an index, like the yardstick to measure 
and compare with and for that it is very good, but when you come 
to using it as a basis for fixing prices, it is a different thing. 

For instance, parity prices at 50 percent of parity—and this knocks 
the wind out of the sails of these folks who have advocated full parity 
or 100 percent of parity completely. 

The 50 percent of parity for citrus fruits is a very attractive price; 
100 percent of parity, price fixing for citrus fruits would destroy the 
industry ; and any citrus producer r would tell you that 100-percent Gov- 
ernment price supports for citrus will destroy the industry. 

Mr. Coap. Under this definition in this program, what would corn 
be supported at right now ? 

Mr. SHuman. I believe the last time we figured it, it would be about 
$1.22. That would be 1957’s crop. 

Mr. Coap. That would have been about 16 cents less than what it 
was supported at last year. 

Mr. Suuman. I have forgotten what it was supported at last year. 
There were so few people who took advantage of the Government corn 
program. It was only 14 percent of the corn in the United States that 
was in the program last year so for all practical purposes farmers have 
already abandoned the corn program. 

Mr. Coap. The market price for corn in Iowa for the last 3 to 6 
months, has been a dollar, or less. That would be the price then that 
would be figured in under your formula; is that right ¢ 

Mr. Suuman. I am not as familiar as you w ith the American price 
of corn. It started out in your State but I don’t believe it is that low 
now. For No. 2 corn today at farm points in much of Tllinois, the 
price of corn is from $1.20 to $1.26, or $1.27. I believe you are quoting 
wet corn or last fall’s figures. 

Mr. Coan. I am quoting corn as of the 8th day of April 1958, at 
the Scott elevator in Ogden, Iowa: $1 even for No. 2 Yellow. 

Mr. SHuman. Well, I would surely buy a trainload of it. 

Mr. Coap. I imagine Mr. Scott would have been happy to sell you 
a trainload of it. 

Mr. Suuman. I better send some trucks out there. 

Mr. Coan. It was reported in the April 18 issue of the U. S. News & 
World Report. 

Mr. Suuman. Normally there is not es 7 much difference. I am not 
saying it wouldn’t because undoubtedly it was but norm: ally there is 
not that much difference between points in 'Tlinois and Iowa. Usually, 
it will be a 5-cent or 6-cent difference. 

Mr. Coap. The USDA reports for Iowa under the date of April 15 
that corn was exactly $1. 

Mr. Sauman. This isall grades of corn. 

Mr. Coap. That isture. What I referred to for the Scott elevator in 
Ogden, Iowa, was No.2 Yellow. 

Mr. Sucman. When you take an average of all grades of corn at $1, 
or considering some that is practically out of condition as far as mois- 
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ture is concerned. There is a great deal of high-moisture corn in the 
State of Iowa as well as Illinois. 

Mr. Coap. I doubt that No. 2 Yellow qualifies as bad, wet corn. 

Mr. Suuman. No. 

Mr. Coan. I understand in the House Agriculture Committee they 
are putting together what is called an omnibus farm bill. I under- 
stand that in the feed grain section of this bill is a clause that would 
set up a basis for a referendum, a referendum to be voted on in 3 
parts and this feed grain proposition that you have, cotton and feed 
grain, would be 1 of the 3. 

The second choice would be that there would be no farm program, 
at all, at least in the instance of cotton and feed grains and the third 
would be on what is normally referred to as the national commodity 
group’s proposal, which is the more a producer puts in the soil bank 
he qualifies for a higher price support. 

Now, it was reported in the press—and this is what I want to find 
out whether or not that was correct—that your organization opposes 
the inclusion of this referendum in that bill. Is that true or false? 

Mr. Suuman. That is correct, we are opposed to the referendum. 
We have developed a program for feed grains. 

Mr. Coap. Why would you be against letting the farmers have a 
selection among these three situations / 

Mr. Suuman. Very simply because our folks have developed a 
program and we did have a referendum a year ago last winter suies 
farmers—61 percent of the corn farmers voted to do away with the 
present program. 

Yet, because we didn’t get 66 percent we couldn’t put it into effect. 

Mr. Coap. Are you talking about the Hickenlooper amendment 
calling for the corn referendum of 1956 that was put on that agri- 
cultural bill which gave the corn producers a choice of the difference 
of suicide and being murdered ? 

Mr. Suuman. I don’t recall the name of the amendment, but I 
know there was a referendum and it wasn’t that kind of a choice in 
my judgment. Your judgment is different from mine, quite obvi- 
ously. 

Mr. Coan. That is right. 

Mr. Suuman. It was a fair choice, and the farmers voted 61 per- 
cent against the farm program. 

Mr. Coap. On December 10, or 11, 1956, the referendum was held. 
They had such little choice and the corn farmers of Iowa were obvi- 
ously aware of the fact that corn was going to be taken off as a basic 
commodity if it had gone any way than the way it did. 

Why is your organization against this referendum? You have 
your proposition in here. 

The other commodity groups have their proposition, and then the 
third choice is that there will be no farm program at all. 

Why are you against the fs roa having a choice ? 

Mr. Suuman. Well, No. The choices that they have in there 
are not realistic choices, at oi 

Mr. Coap. That is your opinion. 

Mr. Suuman. I am here to state my opinion, sir. 

Mr. Coap. From the standpoint of your organization you have 
your opinion in there. 
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Mr. Suuman. No, we haven’t. No, it isn’t our program at all. 

Mr. Coap. Isn’t it your proposition that 90 percent of the last 3 
years’ market price is in there? 

Mr. SuHuman. The committee’s interpretation but not ours, at this 
date. Now, they may change it. 

Mr. Coav. Would you be in agreement to that kind of refere ndum 
being held if your position according to your exact wording were in 
there ? 

Mr. Suuman. No, sir; because we have already had a referendum 
for corn and the corn farmers told us about the program they wanted. 
We have put it before the Congress. 

Mr. Coap. This is a feed grain proposition and not just corn. We 
are talking about total feed referendum now. 

Mr. SuHuman. The committee print I have seen does not include 
all feed grains, only corn and sorghum. 

Mr. Coap. And 2 years ago it was a corn referendum, entirely. 

Mr. Lynn. I have been very close to this feed grain proposal. 
This is not a feed grain referendum, Mr. Coad. This is a grain 
sorghum, corn, corn silage referendum. It does not include oats, rye, 
and barley, which are very good feed grains, or soybeans, or feed 
wheat. 

This so-called title III of this committee print that you refer to 
that is supposed to be a control program—it is no control program 
at all. 

Mr. Coap. You are talking about the commodity group aspect of 
this referendum. 

Mr. Lynn. I am talking about the committee print report out last 
Monday by the House Subcommittee on Livestock and Feed Grains. 

Mr. Coap. The feed grain, at 90 percent of the last 3 years’ market 
price, it too, is limited to corn and grain sorghuins. 

Mr. Lynn. No, sir. 90 percent ‘of the previous 3-year market price 
is corn and all the other feed grain would be price supported in rela- 
tion to their feed value to corn under Farm Bureau’s proposal. 

Now, in title IV of this bill, is reported to be the Farm Bureau 
proposition but it is only a 3-year proposition that is in title VI of 
this committee print. It is not the Farm Bureau proposition. 

Mr. Coan. Is the only limitation the fact that it has been limited to 
3 years ¢ 

Mr. Lynn. That is right. 

Mr. Coan. In other words, it is your proposition but you don’t 
want it because it is limited to 3 years. 

Mr. Lynn. This isn’t the reason we don’t want the bill. It is only 
one of the reasons. 

Mr. Coap. Mr. Shuman, you said you wouldn’t want it even if it 
was in there the way you wanted it. 

Mr. Lynn. No. We wouldn’t take what the subcommittee 
reported. 

Mr. Coap. Why can’t the farmers decide between your proposition 
and the other provision, and 

Mr. Lynn. It is a loaded proposition. The first choice: “Are you 
for any farm program at all ?’ 

“Are you for a farm program ? 
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This is a very distorted way of putting it. We are for a farm pro- 
gram. This includes farm credit, research, extension, SCS, and lots 
of things. 

Mr. Coap. But you are giving all the farmers the choice not simply 
the Farm Bureau members the choice to vote on this referendum. 

Mr. Lynn. Well, we are opposed to the referendum, we have so 
stated to the committees of Congress, and we will continue to be op- 
posed to it because it is not a fair choice, it not a controlled program 
for feed grain versus freedom from acreage allotments, and marketing 
quotas as we propose. 

Mr. Coap. Obviously, you are being a dog in the manger, because 
you have your proposition in there, and that is all that you should ask 
for—ask the Congress to re port out a bill. Why can’t the Farmers’ 
Union, the Grange, and the commodity groups and the others put in 
their proposition and then vote them all right down the line. 

Mr. Suuman. Mr. Chairman, might I answer that? I reject the 
suggestion we are a dog in the manger, because we appeared before 
the committee, and made suggestions as to what they could do to 
change their control program : alternative so that it would be a realistic 
choice. Up to this time, they have rejected these suggestions, they 
refused to put in the control of diverted acres, they have refused to 
put in such things as cross-compliance and other things that are nee- 
essary if you are going to have a control program. 

We are not opposed to farmers having a choice between an out-and- 
out control program, and something else, but so far, the Agriculture 
Subcommittee has refused to put in a control program that is a control 
program. 

Mr. Coap. And aren’t you against a control. 

I thought you said a while : ago you didn’t want a Government 
control. 

Mr. Suuman. Weare not for a Government control program of the 
kind that the committee would probably put in there, but actually the 
choice, if they were going to make a choice that was realistic choice, 
I don’t suppose that we would object but the present committee print 
and what is being suggested is certainly loaded. 

Mr. Coan. Well, it is loaded no more than to the extent that there 
are two other propositions. 

Mr. Suuman. No; the two other propositions are not real proposi- 
tions, at all. 

Mr. Lynn. That is right. 

Mr. Suuman. One of them is just the question, “Are you for a 
control program ¢” 

Sure, we are for a control program—a farm program. We are for 
a farm program. 

Mr. Lynn. That includes the extension services, the farm credit, and 
so forth. 

Mr. Mut rer (presiding). I thought Mr. Coad said one of the propo- 
sitions is to permit the farmer to indicate whether he does want any 
program, or no program. 

Mr. SHuman. Any farm program. 

Mr. Muurer. Are you opposed to asking the farmer whether he is 
against any kind of a farm program ? 
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Mr. Suuman. This, of course, would be a simple question that we 
would advocate all farmers to vote “Yes.” We are for a farm pro- 
gram. 

Mr. Mutter. I understand what your advocacy would be, but why 
shouldn’t the question be asked. 

Mr. SHuman. We are not opposed to having a straw ballot on that 
subject, certainly not. 

Mr. Coan. But you are opposed to a referendum on it. 

Mr. Suuman. No; we are not opposed to a referendum on the sub- 
ject of whether the farmers want any farm program. We think a 
farm program is necessary. We would expect all of them to vote for 
it, or practically all of them. 

Mr. Coap. Then I can’t understand your reluctance to be in favor 
of a referendum that states three propositions. 

Mr. Suuman. We are not opposed to the principle of a referendum. 
We have been for referendums but we would reserve the right to be 
for or against a referendum and judge it on the basis of whether or 
not it was a realistic choice. We are for a referendum for wheat, pro- 
viding there is a realistic choice presented to producers. 

Mr. Coap. You said you would be against this referendum to be 
held even if your proposition were put in there exactly the way you 
wanted it ? 

Mr. SHuMan. Because the other alternatives are not realistic choices. 

Mr. Coan. But you are refusing to permit the farmer to make his own 
alternative. Youaret rying to direct all three choices. 

Mr. SuumMan. No; we are not. 

Mr. Coap. Obviously you are. 

That is all, Mr. Chairman. 

Mr. Suuman. I disagree 

Mr. Mutrer (presiding). Is there anything else? 

The committee will stand in recess until 2: 30 this afternoon. 

(At 12:45 p. m., the committee recessed, to reconvene at 2:30 p. m 
of the same day.) 

AFTERNOON SESSION 


The committee met, pursuant to adjournment, at 2:35 p. m., the 
Honorable Brent Spence, chairman, presiding. 

Present : Chairman Spence (presiding), and Messrs. Brown, Multer, 
Vanik, Breeding, Talle, and Bass. 

The CHarmMan. The committee will be in order. 

I suggest that all the mayors come to the stand and each one will 
read his statement, and then be subj yor ‘ted to questi oning . 

We are honored today by having Mayor Wagner, the mayor of New 
York, here as a witness. 

I had the pleasure of attending the meeting at Breton Woods with 
his distinguished father. I saw a good deal of him up there. I 
learned to admire him and respect him. I have no doubt his distin- 
guished son has inherited many of the fine traits of his illustrious 
father. 

We have also Mayor Thomas D’Alesandro, who served here with 
great distinction for many years. We miss his services here. But I 
am sure the loss we have sustained here has been the gain of Baltimore 
which he has served faithfully as mayor for a long time. 
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And then we have Mayor William Nicholson, of Denver. I know 
he is a popular and able mayor of a very delightful town. 

We are glad to have you all with us, and we will be glad to have 
your Vv iews on the subject so interesting to you. 

Now we will call on Mayor Wagner to read his statement. 


STATEMENT OF HON. ROBERT F. WAGNER, MAYOR, CITY OF NEW 
YORK, AND PRESIDENT, UNITED STATES CONFERENCE OF 
MAYORS 


Mr. Wacner. Thank you very much, Mr. Chairman and gentle- 
men. I appreciate your kind words, Mr. Chairman, and I might di- 
gress a moment to say that my father always expressed to me his 
very high admiration for you and for your contribution to our 
country. 

I welcome the opportunity of appearing before this distinguished 
committee to speak about the recession with which we have all been 
increasingly concerned over the past several months. 

We in municipal government observe the effects of recession not : 

a set of graphs and statistics but as a series of disturbing human prob- 
lems. Even if there were no statistics we would know that there was 
a recession. 

We know it because we see more and more families in difficulty 
arising from the loss of income, as fathers and working mothers 
lose their jobs or work fewer hours. 

We know it because of the increase in idleness among our older 
workers and minority groups. 

We know it from our social agencies who deal with juvenile de- 
linquency and other problems of adolescents. They are deeply con- 
cerned by the prospect that many of our young people will not find 
jobs this summer, and will be forced into a long period of idleness. 
Lack of jobs for the adolescent and breakdown in the financial sta- 
bility of the home will seriously hamper us in our program of de- 
linquency control and prevention. 

Although the situation is not as bad in New York City as in many 
other parts of the country, still the picture we see at the local level 
is indeed not a pleasant one. 

How long is this situation to last. I am not going to try to fore- 
cast our economic future. Our data on the city’s economy does not 
show with any certainty how soon we may expect an upturn. Nor 
does it give us reliable evidence as to whether we have or have not 
reached the end of the decline. In this kind of uncertainty, I believe 
that unless appropriate action is taken now we do run the risk that 
the decline which in a relative sense is at present still minor will 
begin to spiral and may carry us into a severe de ‘pression. 

The latest available estimate of total unemployment in New York 
City, which is for March, puts the number of people out of work at 
340,000—an increase of 47 percent over March of 1! 57. March un- 
employment thus amounted to 714 percent of the city’s labor force. 
More recent data on insured unemployment indicates that total un- 
employment in April will be somewhat higher than in March. In 
fact, the proportionate rise in unemployment in this recession has 
already exceeded the worst months of the two previous postwar 
recessions. 
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In New York City, as in the rest of the Nation, it is our manu- 
facturing industries that have been hardest hit. As elsewhere, the 
largest relative increases in unemployment have been in our hard 
goods industries. For example, insured unemployment for April in 
the transportation and equipment industry is up 158 percent over a 
year ago. In fabricated metal products industries the increase is 
160 coe’ in machinery, 195 percent; in instrument and photo 
goods, 187 percent. 

The largest number of unemployed persons, however, come from our 
most apn int manufacturing industry, the apparel industry. The 
number of garment workers drawing unemployment compensation 
this April was over 74,000, almost twice as much as April 1957. In 
addition, other nondur able goods industries have experienced a sub- 
stantial increase in unemployment, such as textile mill products, 
leather and printing. 

Construction is another industry that has suffered this year. In 
April there were over 16,000 unemployed, some 56 percent over a 
year ago. The first 3 months of this year housing starts have been 
20 percent below the first 3 months of last year, and nearly 50 percent 
below the level achieved in 1956. Nonresidential construction in the 
city is also down. 

In short, although New York City is not as badly off as many other 
areas in the country, some particular industries are in severe distress. 

Recession makes itself felt not only through complete loss of job 
but in partial unemployment and other indicators of economic hard- 
ship. Average weekly hours worked in manufacturing in March was 
36.7, a drop of 4 percent from last year. Business failures in March 
of 1958 were up 16 percent over a year ago, with the bulk of these fail- 
ures concentrated, of course, in small firms. 

Economic decline and the rise in unemployment in New York City 
has affected the city’s welfare program. As the recession continues 
more and more persons exhaust their claims to unemployment com- 
pensation. In the first 4 months of this year over 20,000 persons in 
the city have exhausted their benefits. 

Our public assistance caseload is up to 145,100, with over 300,000 
persons receiving assistance. ‘This is an increase, during the course 
of the present recession, of 7,000 cases involving 27,000 persons. We 
have already exceeded the caseload peak of the 1953-54 recession, and 
by July we expect to exceed the postwar peak of 353,000 persons 
reached in June of 1950. This will happen even if we have an 
economic upturn during the summer. Public assistance caseloads 
always continue to rise for many months after an economic upturn 
sets in. 

We can measure the effect of joblessness by increased welfare case- 
loads and their cost in dollars; what we cannot do is to measure its 
effect in human misery and social deterioration. 

We in New York City are aware of the fact that the prosperity 
of our local economy cannot be disassociated from national prosperity. 
We know that much of the decline in our city’s economy results from 
recession throughout the State and the Nation. It can be truly said 
that what is good for the Nation is good for New York City, and 
every other community. 

I would like to advance the following proposals with a twofold 
purpose: (1) to provide a stimulus to local economies directly, and 
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(2) to raise the general level of economic activity in the Nation as a 
whole. 

One important way in which the Federal Government can act con- 
structively and expeditiously to combat the current recession is to 
provide grants to local governments to finance short-term public 
works and improvements, Such grants would provide needed new 
spending which would be channeled in the first instance into de- 
pressed industries. In this way the Federal Government can give a 
powerful lift to the national economy, While at the same time getting 
maximum value for every dollar spent. This is in no way a “make 
work” proposal. On the contrary, the use of idle resources for highly 
worthwhile purposes would benefit the largest number of people 
directly and would make an important contribution to our long- 
range economic progress. It keeps responsibility for local action at 
the local level. 

I know that this committee is considering the Community facili- 
ties bill which would provide Federal loans for public works con- 
struction. But I want to emphasize that this bill would not benefit 
New York City at all. Our problem is not with ability to obtain 
funds, or with high interest rates, it lies in constitutional restrictions 
on our borrowing power. Many other cities are in a similar situation ; 
I note that the Mayor of Detroit recently indicated to this committee 
that his city had reached the statutory limit on bonded debt. 

Therefore, I advocate that the Federal Government make grants to 
local governments for the following purposes: 

1. Rehabilitation and modernization of run-down physical facili- 
ties. 

2. New construction which can be initiated and completed within a 
short period of time. 

In New York City alone there are numerous projects on the shelf 
whose importance has been established beyond question but which 
we have had to postpone dnithe for lack of funds. These are proj- 
ects which have been thoroughly studied, and which are backed by 
careful plans. If the money were available, today, we could quickly 
produce many dramatic improvements in the city’s facilities and 
services. 

There are well over $100 million worth of such projects which could 
be started and completed within a relatively short period of time. 
These projects include modernization of schools, libraries, police 
stations, health centers, and ferry terminals, and improvement of 
streets and parks and recreational facilities. They would furnish 
some two and a quarter million man-days’ work. Should further 
economic decline justify undertaking longer-term construction we 
could increase our projec ts tenfold. 

Speedy enactment of a program of temporary Federal grants for 
local i improvements for the entire Nation would produce an excellent 
weapon to fight the recession. The program would provide almost 
immediate spending but would not tie up our productive facilities 
for an extended period of time. Therefore, even if an economic 
upturn should actually come at an earlier date than now seems likely, 
the program would not be a source of inflationary pressure. We 
would be using capacity mainly during the time it would otherwise 


be idle. 
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I shall shortly transmit to our congressional delegation a draft 
of a proposed bill embodying our ideas ‘of how such a program might 
be set up. 

It should, I think, constitute a prime element in national anti- 
recession policy, and I wanted to give it particular emphasis before 
this distinguished committee today. 

I would now like to turn attention to other proposals related to 
the recession problem. 

There are several programs of long-range social betterment which 
I feel ought to be advanced at the present time when idle resources 
are available. These items include school construction, more low- and 
middle-income housing, and urban renewal and redevelopment, for 
which I have recently testified before subc ‘ommittees of this committee, 
and a much greater effort to combat water and air pollution. 

Now is also the time for increasing social-security payments. The 
increase would provide money that would be immediately spent, and 
thus — ide an additional shot in the arm to the economy. It is amply 
justified by the present high cost of living. Congress has several times 
in the past increased social-security payments to meet changing eco- 
nomic conditions. I feel it should do so again. 

I am convinced of the need for extending the duration of unemploy- 
ment insurance benefits to at least 89 weeks and I believe that the bill 
passed by the House is a move in the right direction. Also I believe 
that ultimately all workers should be included in our unemployment 
insurance system and that adequate standards for benefits should be 
established throughout the Nation. 

I believe that as an emergency measure, the Federal Government 
should provide unemployment benefits to those workers not now cov- 
ered by the unemployment compensation system, who have lost or will 
lose their jobs during the current recession. 

There are many suggestions for Federal tax reduction to combat the 
slump. There is at present no unanimous opinion on the best form 
of tax reduction. My own viewpoint is that a tax reduction of 7 to 10 
billion dollars is needed, and should emphasize increasing the pur- 
chasing power of low income groups and assisting small business. 
Tax cuts of this magnitude have already been recommended by many 
business groups, including the Committee for Economic De velopment. 

Representative Patman has asked my opinion of H. R. 10345, the 
bill to establish a small-business capital bank system. I have good 
reason for favoring the objectives of this bill. Small firms predom- 
inate in the New York City economy; one of our important roles is 
that of a seedbed of new business ventures. Our small firms, like small 
firms everywhere, have trouble getting capital; this difficulty is 
magnified in times of recession. 

Many small and large business firms in the New York City area 
have, over the years, become geared to produce a substantial quantity 
of goods for our defense effort. Many of these firms, and their thou- 
sands of employees, are dependent on defense production for their 
continued existence and livelihood. A number of small firms have 
suffered in recent months because of the decline in defense production. 

Production facilities in this area are presently underutilized. 

The size of the city and the diversity of our industry may create 
the illusion that we can afford to be overlooked when nondefense, as 
well as defense, contract allocations are made. While we are not a 
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distressed area, we harbor distressed industries. These include ship- 
building, with its excellent facilities for construction and repair, 
machinery and instrument manufacture, and our very important 
apparel industries. I, therefore, urge that the Feder ‘al program of 
contract allocation m: ake the fullest possible use of the many diversi- 
fied produc tion facilities in the New Yor kC ity area 

In closing, let me emphasize that we in New York City are not 
just going to wait for the Federal Government to act to help our 
~ situation. We are taking action on our own. I have directed 

arious city departments to accelerate to the maximum extent pos- 
sible all programed expenditures on public works and public im- 
provements. 

I have appointed a special committee to study the recession prob- 
lem in our area, and to maintain continuous liaison with the New 
York congressional delegation. This committee includes represent- 
atives of business, labor, and the city government and will be meeting 
with the delegation in the very near future with specific suggestions 
for immediate action. 

Sut efforts by localities taken individually can be of only marginal 
help in comb: ating recession. This cannot be a bootstrap operation ; 
it is a Federal responsibility and the obligation of the Federal Gov- 
ernment. 

And I urge this committee and the entire Congress to act now. 

Thank you. 

The Cuarrman. We will now call on our former distinguished col- 
league, Mayor D’Alesandro, of Baltimore. 


STATEMENT OF HON. THOMAS D’ALESANDRO, JR., MAYOR, 
BALTIMORE, MD. 


Mr. D’Auesanpro. Mr. Chairman and members of the committee, 
I am Thomas D’Alesandro, Jr., mayor of Baltimore and chairman 
of the legislative committee of the United States Conference of May- 
ors. I appreciate the opportunity to appear here this afternoon. I 
am here to testify to the need for immediate action by the Federal 
Government to help bring economic health back to the United States. 
We are in a serious recession. It is folly for the administration to 
attempt to talk it away or pretend it is about to disappear. The situ- 
ation may become worse. “Leveling out” only means that more than 
7 million people will remain unemployed or underemployed. The 
waste that the present. serious underemployment of our manpower 
and our productive machinery represents can never be recaptured. 
The idle man and idle machine in our Nation and abroad cannot be 
justified, when there is so great a need for the products of agriculture 
and labor. I believe that the Federal Government must take the 
lead in seeking the remedy and using it without delay. 

I desire to ‘emphi isize the pressing need for prompt action by the 
Congress to meet the nationwide economic crisis. If the 85th Con- 
gress will make additional funds available for slum clearance, urban 
renewal, public housing, airports, stream polution control, hospitals, 
and medical facilities, the grants will rapidly be transl: ated into jobs, 
Jobs on projects in every community across this great Nation. Jobs 
on much needed worthwhile public works. 
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Now, I am not here today to tell you of the needs of the city of 
Baltimore alone. During the past several weeks I have visited every 
community in Maryland. I have talked with hard-pressed farmers 
and miners in and from Garrett and Allegany Counties, une mployed 
aircraft workers in Hagerstown, laidoff steelworkers in Baltimore, 
and the unemployed and underemployed citizens of our Eastern 
ee Conditions are bad throughout the length and breadth of 
Maryland, and there is little hope that the State as a whole or the 
communities individually can materially improve things. Let us, for 
instance, look at the Cumberland situation. 

The Cumberland area has been a “substantial labor surplus area”— 
which means an area in which substantial unemployment exists—ever 
since that classification was adopted by the Federal Government in 
1951. A year ago unemployment in C oath as rland was almost 14 per- 
cent of the labor force—today it is 1 » percent. The good people of 
Cumberland have tried everything the -y could think of to improve 
their situation. But each year things have gotten a little worse and 
now with the general recession there is simply no way for Cumberland 
to lift itself. I suggest that all Americans have an interest and an 
obligation to assist the people of Cumberland, Md., and the other 
chronic economically depressed communities in the United States, 
The area rede velopment bill, H. R. 6215, introduced by the chairman 
of this committee, would have the Federal Government accept its 
responsibility. The Douglas-Payne bill, S. 3683, which passed the 
Senate earlier this week, has the same objectives. I most earnestly 
hope that this legislation will soon be law. 

For the areas not so badly off as those to which H. R. 6215 would 
give assistance, I believe that increased ae ral grants to existing 
programs on the matching basis provided i existing law prov ides 
the surest route to economic recovery. Savers al of the bills pending 
before you would provide loan funds for community facilities at 
interest rates ranging from 2 percent Be R. 11272, introduced by 
Congressman Rains, to 3 percent; H. R. 11474, introduced by Chair- 
man Spence, to 3.5 percent; S. 3497, the F ‘ulbright bill as it passed 
the Senate. 

These bills proposed to alleviate the economic recession by expi and- 
ing the community facilities program of the Housing and Home 
Finance Agency. This program, in general, provides loans for water 
and sewage projects to communities of less than 5,000 population. 
The pe nding bills would expand this program to make it available to 
all cities and other State and local jurisdictions. 

The bills would also liberalize the terms of the community facility 
loans, providing repayment over a period of up to 50 years, and the 
bills would expand the types of local public-works projects eligible 
for participation in the program. [Besides water and sewage facili- 
ties, other local projects that would become eligible would include 
those for public roads, parks, airports, hospitals, utilities, schools, 
libraries, buildings, and the like. 

Such a program would be most valuable from two standpoints. 
First, it would provide an effective economic stimulant; and, second, 
it would provide help to our cities and towns, which have long been 
neglected by Federal polici 1es. 

Federal construction projec ts certainly have an important place in 
our national economy. Being usually large projects, they involve 
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delays for planning and the drafting of detailed specifications, etc., 
before construction can proceed. The present recession calls for much 
faster action than the Federal Government has been taking. Those 
Federal projects already underway should be speeded up, and the 
lag time on new projects can and should be drastically shortened. 
hes ‘al projects tend to be larger in number and smaller in size 
ermitting them to move forward more rapidly. Moreover, there is 
a huge backlog of such projects which are needed in communities all 
over the country. ‘There are several causes for this situation. First, 
it was the depression, then it was war. Next came inflation, high 
interest rates, and tight money. 

There are, I believe, very few communities with credit ratings so 
low that they cannot borrow money for less than 3.5 percent. A law 
providing this high a rate probably would be of very little value 
in meeting the needs i imposed by the recession. 

There are but few large communities that cannot borrow money 
for less than 3 percent. A law with this rate of interest would have 
little effect in putting the unemployed to work. I understand that 
there is a feeling among some Members of Sian that the big 
cities would take advantage of a law with an interest rate of, let us 
say, 2 percent, and therefore the rate must be 3 percent or more so 
that the big cities won’t take all the money. Gentlemen, what is the 
purpose of “the legislation we are here to support ! ? Isn’t the point to 
put the unemployed t to work on worthwhile projects? The fact is, 
except for the chronic areas, the great bulk of the 7 million unem- 
ployed and underemployed are in the large metropolitan areas. 
Therefore, I say to you in all sincerity, if your purpose in passing a 
community facilities bill is to get at and remedy the unemployment 
situation, then make the funds available at 2-percent interest so that 
they will be used where the unemployment is. In my city of Balti- 
more, 7.5 percent of the labor force is unemployed, and a loan pro- 
gram with a 3.5 percent of 3 percent price tag in addition to what 
the State and my city is doing and proposes to do won’t put these men 
and women to work. 

At best a Federal loan program will take a long time to get into 
operation. In some instances cities have borrowed to the limit set by 
State law and in many other instances a city would be required to 
go to the people in a bond referendum before borrowing. 

Let me add a word about two other matters—unemployment com- 
pensation and taxes. I hope the Congress will approve a federally 
financed extension of benefits to the unemployed. The relief problems 
of our cities are tremendous, and as unemployed workers exhaust their 
unemployment insurance benefits many of our communities just won't 
have the funds to manage the added burden on their relief rolls. 

Congress should start working on tax-reduction legislation now. 
Excises on many manufactured items should be eliminated or reduced 
so as to lower prices and individual-income taxes should be reduced 
so as to bolster consumption. Since the purpose of a tax reduction 
is to increase purchasing power, the substantial part of the relief 
should go to those in the lower tax bracket. An increase in the exemp- 
tion or a uniform individual tax credit would seem to be the best way 
to accomplish this aim. 

I want to thank this committee for providing this opportunity for 
those of us who are trying to manage local gover nment to bring in our 
problems and our ideas and discuss them w ith the Congress. 
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Mr. Chairman, thank you for this opportunity. When I left the 
Congress in 1947 you were chairman of this committee. Mr. Talle was 
seated I think up there with you, and Mr. Brown. I am glad to see 
you look so good after many, many years of hard work. 

The Cuairman. We will now call on Mayor Nicholson, of Denver, 
a constituent of our distinguished colleague, Mr. Rogers. 

I will ask him to say a few words of introduction. 

Mr. Rocrers. Mr. Chairman, may I have the privilege of introducing 
the next witness? 

The Cuarrman. I have already given you that privilege. I recog- 
nize you for that purpose. 

Mr. Rogers. The next witness is a distinguished citizen of our State, 
having engaged i in business there many years before becoming active 
politically when he was elected to the ‘Colorado State Senate, and he 
has been mayor of Denver since 1955. He has been active in the Re- 
serves, and is a general in the Air Force Reserve. He is well ac- 
quainted with the problems of a growing city like the city and county 
of Denver. You see, we have a county and a city government all com- 
bined into one so he has all the problems of the country and the city in 
one setup. 

I give you the Honorable Will F. Nicholson, mayor of Denver. 

Mr. Brown. He still has your full support? 

Mr. Rogers. I should say while we have a nonpartisan election for 
mayor 

The Cuarrman. I assumed you would say those good things about 
the witness. 

Mayor Nicholson, you may read your statement. 





STATEMENT OF HON. W. F. NICHOLSON, MAYOR, CITY OF DENVER, 
COLO., AND MEMBER OF THE LEGISLATIVE COMMITTEE, UNITED 
STATES CONFERENCE OF MAYORS 


Mr. Nicuotson. Mr. Chairman, members of this distinguished com- 
mittee and Mr. Rogers, many thanks for that nice introduction. 

I am very proud “and happy to be — today to talk to you. First 
of all, I want to make a disclaimer. I don’t come from a depressed 
area. I can’t testify as some of the other people have. I have read 
the testimony of Mayors Dilworth, Mariani, and Tucker very care- 
fully and I will endeavor not to repeat any of the things they have 

said, although I am in almost complete accord with what they testi- 
fied to you, as I am with what you have heard here today. Some of 
the items I have, have been covered by Mayor Wagner. W e do have 
problems in Denver, problems similar to those in all growing metro- 
politan areas, even though these other areas may not be as spectac ular 
or as unique as Denver. 

Before I present details on it, I would first like to congratulate 
everybody in Congress for their ieee in considering direct deal- 
ings with our large cities. I think it has been long overdue and it is 
a step forward. 

In that connection I would like to paraphrase a recent article read 
by A. A. Berle, and it is with regard almost entirely to Mayor Wagner’s 
city of New York. Hesaid in effect : 

Beginning with the great depression of the 1930’s, the Federal Gov- 
ernment picked up a group of unfilled functions that the States could 
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not handle. Itcreated a national system of pl: inned finance, a national 
system of welfare, a national system of electric power distribution and 
the rudiments of a national system of stabilized agriculture. Wash- 
ington occupied most of the “no man’s land” between the States and 
the Federal Government, but no one picked up the unfilled functions 
which exist between the cities and the States. The struggle of the 
cities to survive and of their adjacent regions to have services they 
needed, inevitably was intensified. W ith the exception of airport 
and urban renewal aid to cities, including housing, the city is the 
forgotten man. 

I think most mayors could say exactly what Iam saying here. They 
would have to use as I do, examples from my own community. 

Originally the United States was agrarian. When State govern- 
ments were established, apportionment of general assemblies was set 
up to provide control by people who lived in the rural areas. This 
control has continued and has not shifted with the people. 

In its report to the President, the Commission on Intergovernmenta] 
Relations, Meyer Kestnbaum, chairman, stated: 

In the early history of our country, State legislatures were the most powerful 
and influential instruments of Government in the Nation. It was to them that 
the average citizen looked primarily for initiative and wisdom in the formula- 
tion of public policy on domestic issues. They overshadowed the other branches 
of State government. In power and influence they are no longer as dominant 
as they were, partly because of the ascendancy of the National Government, 
partly because of the increased influence of the State executive, but primarily 
because they have not found effective solutions to problems that become more 
chronic and more difficult to cope with in a rapidly changing society. 

One of these problems is to maintain an equitable system of representation 
In a majority of States, city dwellers outnumber the citizens of rural areas. Yet 
in most States the rural voters are overwhelmingly in control of one legislative, 
and overweighted, if not dominant in the other. 

Reapportionment should not be thought of solely in terms of a conflict of 
interests between urban and rural areas. In the long run, the interests of all 
in an equitable system of representation that will strengthen State government 
is far more important than any temporary advantage to an area enjoying over- 
representation. 

These problems are brought into sharp focus in Denver, which is 
a school district, a judicial district, a congressional district, a city 
and a county—all coterminus, 

I oo think there is any political unit like that anywhere else in 
Americ: 

Color is has become an urban State during the last decade. 
Denver’s growth since 1945 has been spectacular. In 1945 we had 
an estimated 330,000 people—today we have 520,000, or an increase 
of 57.6 percent. Like in all other large cities, a large majority of the 
people who work in Denver live in the suburbs. These people con- 
tribute little, if anything, to maintenance of the core city, but the 
core city is charged with the responsibility of providing cultural 
facilities, roads and bridges, public works, and most other facilities 
necessary to sustain the metropolitan community. And yet, cities like 
Denver must send health inspectors as far as 200 miles away to protect 
everyone in the metropolitan area. The core city, however, pays the 
full cost. 

In Colorado, let me point out one of the examples of what happens 
to us with a rural legislature, and why we are going to have to some 
day in this country get a different way of attacking some of these 
problems. 
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Our legislature has set up a highway users fund and our fund is 
divided this w ay: We pay 6 cents gasoline tax in Colorado. If you 
pay $1 for gas bought at any place in the State, 65 percent of it goes 
to State highways, which is good. We get part of that in Denver. 
The next 30 percent goes to counties and the last 5 percent goes to the 
cities. 

However, when this tax is divided in Colorado, it says in the bill 
that, for the purposes of this act, Denver is not a county. Yet we 
have 1,400 miles of streets in Denver that would qualify as county 
roads in any other county in the State. 

We are now engaged in Denver in a water program in excess of 
$100 million. We are doing that without any State aid, without any 
Federal aid. We are doing that entirely on our own. 

Today we need $18 million in order to bring our airport up to the 
standards required to handle the new aircraft of the jet age. 

Denver already provides the major airport facilities for Colorado 
and the bordering areas of other States. Our estimates indicate that 
95 percent of the departures in this area occur from Denver’s airport, 
a splendid, modern facility built with funds provided jointly by the 
people of Denver and the Federal Government. The full burden of 
construction and operation, aside from Federal assistance, is on the 
people of Denver. 

A Federal program authorizing CAA assistance to each city which 
has a major airport is an ideal example of Federal-urban cooperation. 
It is workable, and makes possible the actual receipt of Federal grants 
by cities. We urgently request that this type program be extended 
to other fields of Fede ral aid. 

We in Denver operate the only major sewage-disposal plant in the 
area. There are 32 small ones surrounding Denver in the suburban 
territories. Yet the State board of health te lis us that we must build 
a secondary plant that will cost us something like $814 million, for 
which we do not have the funds. 

Denver has a population of 750,000 people, but 830,000 people live 
within 30 miles of our city hall, and 814,000 are immediately adjacent 
to our city hall. (¢ ‘onsequently, we must provide services of all types 
to this metropolitan population. Today we have a backlog of $245 
million in capital-improvement needs. 

In presenting our request to the people, we reviewed this list of 
needs again and again, until we cut it down to a minimum amount of 
$48 million. We have established a new capital-improvement com- 
mittee to again review these needs of our people, and we are certain, 
after review, the committee will come up with immediately urgent 
needs greatly in excess of the $48 million. 

The capital-improvement projects which we need in our cities to- 
day are not of the highly mechanized type which require little man- 
power but, rather, a great wealth of mechanical equipment. Our 
needs are of a type that require bricklayers, cement finishers, carpen- 
ters, and laborers. These projects would tend to decrease unemploy- 
ment of the rural areas of the State, as well as of the urban areas, for 
such projects draw much of their labor from the rural areas of the 
States into the cities. 

At every level we get little assistance from the State. Our only 
alternative for help, therefore, is the Federal Government. Business 
activity in Denver, although not decreasing so fast as in the more in- 
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dustrialized areas, has slowed down. Possibly one of the reasons that 
our unemployment picture is not as bad as that in some areas is the 
resulting labor demand from the construction of the new Air Acad- 
emy immediately south of Denver. Congress should be complimented 
for authorizing this new construction adjacent to Denver, and, also, 
for the new construction presently underway at Fort Carson and Fort 
Warren, and in the upper Colorado Basin, and other places where 
Congress is carrying on work in our part of the country. 

Applicants for unemployment compensation have increased in 
Denver at the rate of slightly more than 1,000 persons per month 
since January of this year. Comparing the past 4 months with the 
4 months of the preceding year, we find that Denver’s unemployment- 
compensation recipients have more than doubled. The number of 
recipients of unemployment-compensation checks has exactly doubled 
for the period from December 1957 to April 1958. Approximately 
the same picture is true for the State as a whole. Under present 
State programs, which provide a maximum of $35 per week for a 
period of 26 weeks, many applicants will be ineligible for benefits at 
an early date. Notwithstanding the fact that we have this urban 
unemployment problem, Mexican nationals will be moved, under 
Federal contract, in to work in Colorado on agricultural needs this 
summer. This practice is wrong, and we suggest that it be remedied. 

It has been estimated that, as of June 30, we will have 5,000 families 
whose unemployment compensation will be expired and, thus, they 
will have no income. Where will these families turn? They will 
seek aid from the Denver Department of Welfare. In most cases, 
they will be eligible only for general-assistance funds. 

The general-assistance program is a local program which receives 
no State or Federal aid. The practices as to distribution are not 
uniform between the counties and, consequently, the large city, which 
is more liberal than the rural county in the granting of assistance, is 
often faced with the flow of unemployed from the counties into the 
city for the dual purpose of obtaining jobs and, in the event jobs are 
not available, for the assured help which is forthcoming from the 
general-assistance program. 

What are the causes of this dilemma? Let’s look at one opinion. 
The April 1958 issue of Mayor and Manager, in an article by Thomas 
J. Lemon, mayor of Bloomington, Ind., entitled “Intergovernmental 
Relations,” quotes Mayor Lemon as follows: 

There has been failure * * * at the State level to care for the needs and 

interest of growing populations. The States have tended to favor the rural 
areas in apportionment and in allocations of State funds largely paid by urban 
people. They have kept strangling reins of State control on cities much tighter 
than was necessary. 
At present, Denver is limited by its charter to 15 mills tax against 
its assessed valuation for city purposes, and by the State legislature 
to 1-mill tax for country purposes. We have asked the State legisla- 
ture on several occasions to increase the mill levy for county purposes, 
but we have been unsuccessful. This 1-mill levy is unique, since it is 
set on an inverse ratio to the assessed valuation of a county. The 
county with the highest assessed value—Denver—has the lowest levy : 
the county with the lowest assessed value has the highest levy. (See 
appendix attached—copy of law pertaining to levy.) This is com- 
pletely unrealistic. , 
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One of our great strengths is the quality and number of young peo- 
ple who have moved here since the war. Most of these young people 
live in mortgaged homes. Consequently, we are reluctant to raise our 
present 15-mill charter limitation for taxation for city purposes. 
Since we do not have a large ne base, almost the full incidence 
of such a raise would fall on residential property. To date, our peo- 
ple have rejected an income tax as a "partial solution to our financial 
problems. These same peo} le are already paying more than a fair 
share of the State mill levy, which, iilieecial — on assessed valua- 
tion, is full of disparities. an practic in our 63 counties 
indicate that assessment-to-sales ratio can vary iician as little as 10 
percent of value to as high as 40 percent of value. Denver has always 
attempted to comply with the tax manual issued by the State tax com- 
mission; therefore, our assessment-to-sales ratio is at the top of the 
list, and, co sequently, our people pay a higher proportion of the 
State mill levy than do residents of many of the other counties. 

This same proble m of disparity in assessment practices enters into 
the distribution of State aid to schools. Although we estimate that 
as high as 55 percent of the State income tax is collected from the 
citizens of Denver, and this money is used for State aid for schools, 
we in Denver who have approximately one-third of the totals of the 
schoolchildren in the State—more children in our public schools than 
there are residents in the second largest city in the State—we have 
83,000 students in our public schools, 16,000 adults in our public 
schools, and almost 30,000 in our private schools. That is bigger than 
any other city in the State of Colorado. We think we are paying over 
50 percent and we get back 8.6 percent in State aid. We receive 
slightly less than 8.6 percent of the State aid to schools. Again, the 
reason for this—State aid is distributed on the same unequal assessed 
value base. The lower the assessed value-sales ratio, the 
aid a county will receive for its schoolchildren. 

Not only do the rural elements have full control of the State legisla- 
ture, but they control all State boards and commissions, including 
the highly significant State board of welfare. This is an area in 
which “the Federal Government could deal direct with the cities. 
Everything that I have said could be said by many, many mayors. 

In an editorial in the Denver Post on April 28, 1958, it was stated: 


more State 


Of interest to all States that have disputes over the division of political power 
between urban and rural districts is a suit filed in the United States Supreme 
Court the other day by William B. Hartsfield the mayor of Atlanta, Ga. * * * 

Southerners normally do not want the Federal Government or the Federal 
courts interfering in their State election procedures. Mayor Hartsfield of At- 
lanta has swallowed his dislike for Federal interference, however, because the 
virtual disenfranchisement of urban voters has become such a serious problem. 

There has been much talk about proposed solutions to the problem 
of core cities. There has been study and research over the last 10 
years, while the problem has been magnified by the ever-increasing 
population movement into cities since World War II. No solutions 
have been found—as yet. 

The Federal Government has often tried to assist core cities. Most 
Federal programs have been pointed toward the State, have provided 
for State administration and State control and have made no specific 


provisions for distribution to the large metropolitan areas which en 
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compass the core cities whie h must provide the le adership. And yet, 
the Congress is to be complimented upon at least two programs—those 
of urban renewal and airport development—which have been pointed 
directly toward large cities and provide a solution for some of the 
yroblems of the large cities. 

Here before you today, gentlemen, are proposals for assistance to 
metropolitan areas. As we look at these proposals from the point of 
view of Denver, we find it difficult to recognize how Denver or its 
metropolitan area will be a ‘Iped. Under our existing charter it would 
be impossible for us to borrow money to finance our vital projects. Of 
course, this is not your problem. 

We are limited in bonded indebtedness to 3 percent of our assessed 
valuation. We have $1,036,000. We have bonds outstanding of $21 
million. 

We can change our charter—the voters willing—but first we must 
have a compelling argument to convince our people that a change is in 
order. 

I would like to suggest, therefore, that the proposed legislation 
should be modified in the following respects, and if this occurs, then 
we can convince our people that you have offered the cities a plan 
which makes mandatory a change in our city charter 

(1) That direct grants should be provided to all cities over 250,000 
population in order to enable us to make a small beginning in solving 
problems which the historical, sociological, and economic growth fac- 
tors have created for large cities. 

The Spence bill prov ides grants to any State or political subdivision 
for any redevelopment area or part thereof, for land acquisition or 
developme nt for public facilities use, and for construction, rehabilita- 
tion, alteration, or improvement within a redevelopment area under 
spec sified conditions. ‘Those points, we endorse. 

That the interest rate provided on loans should permit cities 
with good credit rating to pay a lesser charge than they would pay 
from private sources. = here is no reason to borrow from the Federal 
Government at 3 to 314 percent when cities can obtain better rates 
privately, regardless of the attractive long-term repayment period 
that you have in some of the other legislation. onsequently, the 
interest. rate should encourage both borrowing of funds and the sum- 
moning of our people to change our charter to permit us to so borrow. 

H. R. 11272 provides that loans shall be made at an interest rate 

not to exceed 2 percent per annum. 

All this legislation should be set up to permit direct loans to cities, 
rather than to provide funds to States for distribution as the State 
sees fit. 

I mentioned earlier that we in Denver have tried very sincerely to 
keep pace with the demand for public works projects created by our 
own population and that of the metropolitan area. In the past 10 
years, for example, the people of Denver have spent more than $35 
million for various types of capital improvements. That is exclusive 
of water and schools. 

About $25 million came from bond issues and the other $10 million 
from general taxes. Included among these projects were streets and 
highways, viaducts and bridges, sewage disposal, hospital, county 
jail, library, juvenile hall, airfield, parks and recreation facilities, 
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police and fire facilities, auditorium, coliseum, municipal buildings, 
street lighting, and traffic engineering. 

On top of that is the $100 million we are presently spending on 
water and I believe over and above that there is a considerable amount 
more we will have to spend before our water is complete ‘ly developed. 

But despite this large outlay, plus massive extension of our public 
school system and our city-owned water system, we frank ly have not 
been able to keep pace with the never-ending needs of our community 
in the field of public works. 

We are going to continue to try to finance our public works expan- 
sion ourselves, but frankly, we are faced with a very real financial 
crisis in the city of Denver. I am here before you today, therefore, 
to ask that you use your legislative discretion to establish a method 
whereby great cities like Denver may get direct help from the Federal 
Government. As I said in my opening remarks, the cities until now 
have been almost forgotten ever since the original programs of Federal 
aid were set up back in the thirties. 1 feel that you gentlemen have 
a great opportunity to provide assistance to the rapidly expanding 
urban areas of our ten at a time when such assistance will be of 
great benefit to the entire Nation. 

I sincerely and urgently request that you seize this opportunity and 
help free large cities from the financial chains which bind them today. 

(The document submitted follows :) 


ARTICLE 3 
LIMITATION OF LEVY 


36-3-1. Tax levy for county fund pur- | 36-3—5. Increased levy—submitted to 


poses. tax commission. 
36-3-2. Levies reduced—limitation. | 36-3-6. Levy in excess unlawful. 
36-3-3. Public works—fund—tax levy— | 36-3-7. Lovy not limited, when. 

purpose. | 36-3-8. Violation—penalty. 
36-3-4. Validation of bonds. 


36—-3-1. Tax levy for county fund purposes.—The power of the board of county 
commissioners of each of the several counties of the State to fix rates of levy 
annually for the creation of the “county general fund” is hereby limited as in- 
dicated in the following table: 


Maximum 
Counties with an as- | Counties with general 


sessed value of more an assessed fun mill 
than: value of less levy 
than: allowed 
by law 
. $1, 000, 000 12.0 
$1, 000, 001 1, 999, 999 11.5 
2, 000, 000 2, 999, 999 11.0 
3, 000, 000 } 4, 999, 999 10.5 
5, 000, 000 7, 999, 999 10.0 | 
8, 000, 000 9, 999, 999 9.5 } 
10, 000, 000 12; 999, 999 9.0 
13, 000, 000 15, 999, 999 8.5 
16, 000, 000 19, 999, 999 8 0 
20, 000, 000 29, 999, 999 7.5 
30, 000, 000 39, 999, 999 7.0 
40, 000, 000 49. 999, 999 6.5 
50, 000, 000 69, 999, 999 6.0 
70, 000, 000 99, 999, 999 5.5 
100, 000, 000 299, 999, 999 5 0 
300, 000,000 and over 1.0 


Source: L. 13, p. 557, § 1; C. L. § 7204; CSA, C. 142, 
§ 29; L. 51, p. 295, §3 
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Mr. Nicuoxson. I appreciate being allowed to present this infor- 
mation to you. 

The Cuairman. I recognize Mr. Multer to say a word of welcome to 
his mayor. 

Mr. Murer. Thank you, Mr. Chairman. 

I am pleased to welcome the three mayors here, but of course I am 
particularly pleased to be able to welcome Mayor Wagner. 

We in New York are not only proud of our city but were are es- 
pecially proud of our mayor. In his own right he has made a very 
fine record as lawyer and legislator, administrator, and now as mayor 
of our great city. I think it speaks well for the city of New York 
that the mayor in his statement points out very clearly that some of the 
legislation that is being considered here would be of no immediate 
benefit to the c ity of New York assuch. 

We are not sectionalistic in our thinking, and he expresses the 
feeling of most New Yorkers that “What is good for the country is 
good for the city of New York and what is good for the city of New 
York is good for the country.’ 

I am sure that his remarks, as those of the other two mayors who 
accompany him, all show that the problems presented to us and which 
we are considering here are not partisan political problems. They 
cross political lines. We are very happy that regardless of the po- 
litical affiliation of the various governors and mayors they come here 
and urge that we take action, immediate action upon these very press- 
ing problems that concern us and the entire country. 

If I may, Mr. Chairman, I would like to point out to Mayor Wagner 
that our distinguished chairman of this committee has put us on notice 
that these public hearings will probably be closed next week and that 
we will start our executive sessions on these bills on May 29. So 
Mayor Wagner, if it is at all possible, I suggest you get the proposed 
draft of the bill you referred to, to us as soon as possible. 

Incidentally, our New York delegation has its monthly dinner meet- 
ing on next Wednesday, and if we can have that draft by that time, 
the delegation can discuss it Wednesday night and probably take a 
position with reference to it. 

Mr. Waener. I will make every effort to see that we have it for you, 
Congressman. 


STATEMENT IN EXPLANATION OF THE PROPOSED ANTIRECESSION AcT oF 1958 


The purpose of this bill is to combat the recession by stimulating State and 
local governments to accelerate useful construction and other public-works 
projects and purchases of necessary capital equipment. The measure thus 
focuses on the construction and durable-goods industries, which have been hard- 
est hit by the recession. 

The bill establishes a fund of $2% billion to finance a program of Federal 
grants to be used by State and local governments to step up the rate of their 
capital outlays. To get reimbursements the States and localities would have to 
make disbursements covering these additional projects within the year; thus 
as the economy revived, the program itself would be tapering off. 

The size of the grant for which any community would be eligible is based on 
two factors. 

The grant would apply only to capital outlays in excess of the total capital 
outlays made in the latest completed calendar or fiscal year. In the event that 
the use of this base period would cause hardship to a governmental unit because 
its capital outlay in that period was abnormally high or low, the Commissioner 
may accept another figure of base-period expenditures, equal to the average of 
the latest 3 completel calendar or fiscal years. 


25491 AS ——7 








1108 LEGISLATION TO RELIEVE UNEMPLOYMENT 


2. The maximum grant to any State or local government would be 20 percent 
of its capital outlay in the base period. 

The concept of a base period has been used because the purpose of the bill is 
to increase capital outlays by State and local government beyond the amounts 
which they would otherwise spend. Because timing is of the essence in com- 
bating the recession the bill provides for a postaudit of capital outlays rather 
than for prior approval of specific projects. 

The administrator of the program is the Commissioner of Community Facili- 
ties in the Housing and Home Finance Agency; this official is specified because 
this Agency is already established and has machinery for dealing directly with 
State and local governments. The Commissioner is authorized to promulgate 
any regulations which may be necessary to carry out the purposes of the act; 
the initial regulations would have to be issued promptly and in no event later 
than 90 days after the effective date of the act. However, State and local gov- 
ernments would not be required to await the issuance of regulations before 
initiating reimbursable projects. 

The bill provides that expenditures be reimbursed by the Commissioner of 
Community Facilities, upon application of the State or local government ac- 
companied by a statement prepared by the chief fiscal officer and signed by the 
chief executive. While the cutoff date for reimbursable capital outlays is 12 
months after the effective date of the bill, States and localities would have 
an additional 6 months in which to complete their applications for reim- 
bursement. 

Grants rather than loans are provided in this bill to promote speedy action 
on the part of State and local governments. Many governments are unable to 
take prompt advantage of a loan program due to constitutional or statutory re- 
strictions on their borrowing. The time required for overcoming obstacles 
to borrowing prevents loans from being an effective antirecession measure. 

The administration’s main objections to a public-works program as an anti- 
recession device are that they could not be gotten underway promptly enough, 
and that long-term projects would promote inflation after economic recovery. 
This bill meets such objections by encouraging State and local governments to 
emphasize quick-start quick-finish projects which would use resources only dur- 
ing the period when they would otherwise be idle. The bill would not promote 
inflation because it terminates the grant program within a short period. 

The amount of $2% billion provided is approximately 20 percent of aggregate 
State and local capital outlays during 1957. 


[H. R. —, 85th Cong., 2d sess.] 


AN ACT To establish an emergency program of grants to accelerate the construction of 
State and local public works, and for other purposes 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the short title of this Act shall be “The 
Anti-Recession Act of 1958”’. 

Sec. 2. The Congress finds and declares that immediate action is required to 
halt the current economic recession which has impeded commerce among the 
States and has resulted in an abnormal decline of employment and in the im- 
position of a serious financial burden upon States, municipalities and political 
subdivisions of States. 

The purpose of this Act is to combat the current recession by encouraging 
States and local governments to accelerate the construction of public improve 
ments now underway and to start as soon as possible new public projects which 
could be completed quickly, and to make other useful capital outlays. 

Sec. 3. As used in this Act, (a) the term “State” includes the several States, 
the District of Columbia, the Commonwealth of Puerto Rico, and the Territories 
and possessions of the United States; (b) the term “local public body” shall 
mean a municipality, a political subdivision of a State, a public agency and in 
strumentality of one or more municipalities or political subdivisions of States, 
or a public corporation, board or commission; (c) the term “Commissioner” 
shall mean the Commissioner of Community Facilities in the Housing and Home 
Finance Agency; (d) the term “capital outlay” shall mean any disbursement 
(excluding disbursements financed by intergovernmental grants) for contract 
or force account construction of buildings, roads, and other improvements, and 
for purchase of equipment, and shall include amounts for additions, replace 
ments, and major alterations to fixed works and structures; and (e) the term 
“capital outlay in the base period” shall mean the capital outlay in the year 
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ending December 31, 1957, or, at the option of the State or local public body, 
in the last fiscal year ending prior to July 1, 1958, except that upon application 
of any State or local public body, stating that its capital outlay in the base 
period was abnormal, the Commissioner may permit such State or local public 
body to use, as an alternative, its average annual capital outlay in the three-year 
period ending December 31, 1957 or in the last three fiscal years ending prior 
to July 1, 1958. 

Sec. 4. The Commissioner shall reimburse any State or local public body, 
duly authorized to construct public works, in an amount equal to the amount 
by which the capital outlay made by such State or local public body within the 
twelve months following the effective date of this Act exceeds its capital outlay 
in the base period: Provided, That such reimbursement shall not exceed 20 
percent of capital outlay in the base perfod. In determining capital outlay, any 
State or local public body using the force account construction method shall in- 
clude only disbursements for labor, materials and equipment employed on capital 
improvement projects. 

Sec. 5. The Commissioner shall approve the application for reimbursement 
under this Act upon receipt of a statement prepared by the chief fiscal officer 
and signed by the chief executive of the State or local public body, describing 
the project and certifying that the information set forth in the application is 
eorrect and can be verified by an examination of the fiscal records of such State 
or local public body. Applications for reimbursement shall be filed with the 
Commissioner within eighteen months after the effective date of this Act. Any 
reimbursement paid pursuant to this Act shall be subject to postaudit by such 
department, agency or officer as the President may designate. The Commissioner 
shall prescribe such rules and regulations as may be necessary to effectuate 
the purposes of this Act and shall issue such rules and regulations within ninety 
days after the effective date of this Act. 

Sec. 6. There is hereby authorized to be appropriated $2,500,000,000 to carry 
out the purposes of this Act and such additional funds as may be necessary for 
administrative purposes. 

Sec. 7. This act shall take effect immediately. 

Mr. Brown (presiding). Dr. Talle, you are recognized for 5 
minutes. 

Mr. Tatur. Thank you, Mr. Chairman. 

Thank you for your statement, Mayor Wagner. I suppose you 
alone can realize fully how difficult is the job you have, serving as 
mayor of our largest metropolitan center. I would like to say some- 
thing off the record. 

(Discussion off the record.) 

Our job here is a little bit like meeting the press. We must go be- 
fore the Rules Committee, and we are asked some searching ques- 
tions. We are also questioned on the floor of the House. 

I must ask you some questions that are designed to help us. 

I note that New York City on the 25th of February issued general 
obligation securities for various purposes in the amount of $44,500,000, 
Ww ith a net interest cost of 2.18 percent. That is correct, is it not ? 

Mr. Waener. I believe so, sir. 

Mr. Tatix. And yesterday, it sold $47,300,000 securities, due 1959- 
75, at 2.5 percent. 

Returning to the State of New York; May 13, the State sold general 
obligation bonds, $40 million, due 1959-78, at a net cost of 2.3 percent 
and a fraction. 

Now, all of those are higher than the 2 percent rate proposed in 
the community facilities bill so I suspect that if I was the mayor of 
New York or any other city, I would come here for the money. 
Wouldn’t that be the net effect, Mayor Wagner? 

Mr. Wacner. That would be the net effect, but in the question of 
creating more employment, Congressman, it would have no effect 
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because we should be spending that money anyhow, whether we bor- 
rowed it from the Federal Government, or from private capital in the 
city. 

My point was that we now spend up to our constitutional limit. 
For instance, in school construction, on repairs and rehabilitation we 
spend over $100 million a year, and that is just on one phase of our 
capital budget. It might help us a bit in getting a slightly lower rate, 
to borrow from the Federal Government at 2 percent rather than the 
2.8 or 2.5, but we would only be creating the same amount of employ- 
ment through our public works as if we had borrowed from our ordi- 
nary sources. 

The point made was that we will do our share in using up all of the 
money that we have available under the State constitution for pub- 
lic works but we feel that additional grants to New York, and to the 
other cities who face the same problem would create even more em- 
ployment particularly in some of these distressed industries and as I 
tried to point out, it wouldn’t be made work. 

It would be for items that are on our drafting boards that we 
would have to do at some time in the future to keep our facilities in 
good condition and give our people the services that they need. 

Mr. Tatte. I agree with you 100 percent on the matter of jobs. 

What would happen would be a shift from local financing to Fed- 
eral Government financing, and there wouldn’t be any new jobs created 
by it. 

Now, on the other point, what is the constitutional limit for borrow- 
ing in the city of New York? 

Mr. Waener. Ten percent of full value of taxable property. We go 
to our limit just about every year. The comptroller certifies the 
amount of money under the constitutional debt limit, that the C ity 
Planning Commission can recommend to the city government for ex- 
penditures on capital improvements, so that we must limit ourselves 
to that amount each year. It varies slightly; it runs anywhere from 
$400 million to $500 million a year. 

Mr. Tate. Perh: ups you will check these figures for me. The 
figures that appear in the Community Facilities Act of 1958, the hear- 
ings before the Senate Banking and Currency Committee, on S. 3497. 
This table appears, as I said, on page 135. Now this is what the table 
says with reference to New York. 

July 1, 1957, New York, the debt limitation, $2,329,798,000. Then 
we turn to the next column, outstanding against the limit would 
be $1,926,730,000. 

The next column, available within the limit, $397,067,000. Then 
you pay in each year, I understand, in the present annual retirement, 
$240,475,000. Then you have authorized but unissued, $345,441,000. 

Those are the figures and since the $240,475,000 would be paid back 
each year, that money could be used afresh ; couldn’t it ? 

Mr. Waener. I haven’t been able to quite follow all those figures. 
I just don’t remember that chart, Congressman. 

Mr. Tate. That is what the table says: that yearly the amount paid 
off on the bonds would be $240,475,000. 

Mr. Waener. Yes; we pay off those bonds in our expense budget. 

Mr. Tatie. That does renew your borrowing authority ; does it not? 

Mr. Wacner. As I said before, our borrowing capacity is 10 percent 
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of the full value of taxable property. That limits our borrowing 
capacity. On the money we borrow, paying off the interest, that 
must come out of another budget, our expense budget. Our expense 
budget is now just a little under—starting July he a little under $2 
billion. 

Mr. Tatte. But this is a reduction in principal; isn’t it? 

Mr. Waener. That is right. Every year it must be paid off as the 
bonds must be met. 

Mr. Taiz. That would then free borrowing authority, so you could 
go on with additional borrowing. 

Mr. Wacner. That is true, but when it has happened over the past 
years, the amount we must pay off each year has been increasing be- 

cause our capital improvements have been increasing. 

Mr. Tati. What amount did you have in mind in connection with 
the grants ¢ 

Mr. Waener. For instance, we have a great deal of modernization 
which could be done in our schools. Modernization of our health 
clinics. 

Mr. Taxes. I was thinking of the sum. 

Mr. Wacner. We could use up to any amount. We have projects 
of $100 million which could be started immediately, but we recognize 
that any legislation cannot be confined merely to the city of “New 
York. "This is a nationwide problem and we will take our share of 
whatever is made available. 

I don’t know what the demands of other sections of the country are. 
I am sure the total would be staggering. All I can say is that we can 
begin action almost immediately in projects costing $100 million more 
than we are spending now. 

I am not thinking of the long-range programs of highway con- 
struction and of housing construction and those things which require 
a good deal for planning, for tenant relocation, and for building. 
The $100 million figure concerns projects which we could get going 
very, very rapidly and complete fairly soon. 

Mr. Tate. I was thinking of our vast area of the 48 States and 
possessions and so on. I fear our national debt would probably go 
into outer space. 

Mr. Waener. I realize that. When you asked how much we could 
use, I gave you a figure, and I would be very frank to say that we would 
never expect that figure. 

Mr. Tauie. There is one other question related to this: Has New 
York ever had a debt obligation that has run as long as 50 years? 

Mr. Wacner. I don’t believe so. I can doublecheck on that, but 
what we are trying to do is get down to more short-term borrowing 
here because a lot of our financial problems have been caused by 
long-term borrowing in the past. 

Mr. Murer. On that first point, may I suggest something: I 
think the mayor probably overlooked it. When the city took over 
some of the subway systems there were railroad bonds outstanding at 
that time that ran beyond 50 years and, of course, we assumed those 
obligations. 

Mr. Waener. That is something we assumed. I thought the Con- 
gressman was referring to direct borrowing on the part of the cities. 

Mr. Murer. I think that is what he referred to. 
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Mr. Tatix. Yes; I did refer to direct borrowing. If I have time, 
Mr. Chairman, I would like to ask Mayor Nicholson a question. 

Mr. Brown. I will call on you again. 

Mr. Tatie. Thank you. 

Mr. Brown. Mr. Multer. 

Mr. Mutter. I will be very brief, Mr. Chairman, and leave the 
time for the other men who have some other questions. 

I would just like to point out that in this community-facilities bill 
there is the provision that in order for a municipality or a State, 
for that matter, to qualify for financial assistance, they must come 
within the provisions of the bill. The money they borrow would 
have to be used for the particular projects that come within the com 
munity-facilities definition of the bill and they would also mae to 
comply with the section that provides “no financial assistance shall be 
extended unless the financial assistance applied for is not otherwise 
available on equally favorable terms and conditions,” and then it 
requires, “Reasonable assurance of repayment,” and it permits private 
lending institutions to participate. It also contains an express ex 
clusion of borrowing money under this legislation for ordinary gov 
eS or operative expenses. 

I don’t think the question Mr. Talle brought up would apply. 1 
don’t think there will be any conflict between borrowing privately 
and coming to Washington for cheap money. 

On the other hand, if that should occur, I think you will agree 
and if you don’t, either of you gentlemen, I would like to know why. 
As I see it, for you to get the op portunity to borrow money from the 
United States Government, the United States Government will have 
to get that money in turn by borrowing from the private sources. 

United States Government bonds, which it will issue when it 
borrows money for the purposes of this program, will all be taxable. 

On the other hand, your bonds are all tax exempt. So if you could 
channel those funds through the United States Government to munici 
palities, it would cost you no more. At the same time, the United 
States Government would gain by it taxwise. Am I not right? 

Mr. Waener. That might be correct. I won't argue the point with 
you on that, Congressman. 

Taking just New York City, if the idea of the legislation is to al- 
low us to borrow at a lower rate than we are getting now that is one 
thing but my position is that we are not coming at this point to the 
Federal Government to give us assistance in financing our regular 
capital projects. 

We feel that we have an obligation here, too, to try to meet this 
recession by using all of the available facilities we have. But the 
point was that over and above a good deal more could be done on very 
worthwhile projects which we cannot get to for sometime and in that 
way, give even further stimulous to business and to the areas which 
are having a difficult time. 

Mr. Mutter. The legislation we are considering makes that very 
clear. We are not going to try to set up a program here, which w ill 
finance the munic ipalities for their ordinary operating expenses but 
this will be for the special purpose of these so- called community 
facilities. 

Mr. Waaner. That would be so. 
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In other words, what I feel is that the cities, themselves, have the 
responsibility of deciding the priorities. The city may very well 
find—certainly in New York, will find that the areas that this bill 
would help in, are not the top priorities and that we would have to 
spend our money primarily—for instance, our top priority in our 
capital budget every year is education. This year I think it runs over 
50 percent of new money available in the capital program. Therefore, 
we might very well in order to take advantage of this, have to defer 
some school construction or water pollution, or some other things that 
we feel have the top priority and go into areas where the bill might 
help us, that is not as important to us as the others at this point. 

Mr. Mutrer. Thank you, Mr. Chairman. 

Mr. Brown. Mr. Bass 

Mr. Bass. I have no questions. I would like to yield my time to 
Dr. Talle if that is in order. 

Mr. Brown. I will recognize Dr. Talle after we go through the 
5-minute rule. 

Mr. Breeding? 

Mr. Breepinc. Thank you, Mr.Chairman. Mr. Chairman, I did not 

et here in time to hear Mr. Wagner and Mr. Nicholson’s statements, 
but I will read every word of them. I don’t have any questions at the 
present time. 

Mr. Brown. As I understand, the Senate bill calls for $1 billion and 
the Spence bill for $2 billion. 

Now the breakdown of the applications as of February this year, 
was $606,524,000. 

The point I am getting at is this: It is going to cost the Government 
a lot of money. The Government is paying now 25 percent on the 
money they borrow. You gentlemen are advocating 2 percent. There 
is certainly going to be a great loss there. 

Do you think these loans ought to be made lower than the amount 
the Government has to pay for money ? 

Mr. Wacner. I might speak for myself, Congressman Brown. As 
far as our city is concerned, we are not too concerned about this legis- 
lation. As I pointed out, we feel it won’t help us in any way. 

Mr. Nicnoxson. I can say the same. 

Mr. Brown. It would if the rate was 2 percent; wouldn’t it? 

Mr. Wacner. It would maybe help us in normal times. We are not 
down here to plead to get a lower rate on the money that we normally 
spend on capital projects. We will take care of that ourselves to try 
to help, so that we wouldn’t deprive any other areas of this benefit. 
What I am trying to emphasize was that this legislation would not 
help us, that we would like to see in order to stimulate business, some 
grants on the part of the Federal Government for some of these proj- 
ects that could be put into effect rapidly and finished fairly soon to 
help in meeting the recession. 

Mr. Brown. Do you care to make any comment, Mr. Nicholson? 

Mr. Nicnotson. About the same as Mayor Wagner, Mr. Chair- 
man. I think what I said was that I couldn’t see how any of this 
legislation would help Denver at the moment. In reference specifi- 
cally to the 2 percent, the only way that we could use that would be as 
a lever to get our people to change our ratio of assessed value to bonded 
debt, or vice versa. We are right on our limit. 
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Mr. Brown. The Federal Government today has to pay 25% per- 
cent for the money they borrow. Do you think the rate ought to be 
less th: - that amount? 

Mr. Nicnuotson. There would be other things I would rather have 
than that. 

Mr. Brown. Gentlemen, we certainly have been delighted to have 
your views and they will be very helpful to the members of the 
committee. 

Now I will recognize Mr. Talle. 

Mr. Tate. Thank you, Mr. Chairman. 

I forgot to point out, Mayor Wagner, that those various facilities 
that you mentioned, like schools, hospitals, and pollution devices, and 
so on, would all be eligible under the community facilities bill. It 
is wide open. So that all of those things could come under the legis- 
lation in the event it were enacted. 

Mr. Waener. I said before, Mr. Talle, it isn’t our purpose in the 
city to at this time seek assistance from the Federal Government to 
finance things we have already been financing. I certainly feel that 
we can’t put all of these responsibilities onto the Federal Government 
and run to them for everything; that we have an obligation, too, and 
that we are willing to assume that obligation and continue under our 
present system, but that, to stimulate even more construction and more 
work for our people, added projects over and above what we would 
do ourselves and the amount of money we are limited to would make 
that work available. 

Mr. Tatie. Thank you for your statement. 

I am sorry our former colleague, Mayor D’Alesandro, with whom 
we always had ve ry fine relations during his service in the Congress, 
was obliged to leave. 

I will merely say for the record that, on April 3, in Baltimore, Md., 
60 various-purpose bonds were rer in the amount of $24,235,000, 
the term being 1961 to 1982, at an interest of 2.5 percent. So, the 
credit rating in Baltimore, too, is ae good. Th it is net cost. Net 
interest cost. 

I am certainly grateful to all the mayors who appeared here today. 
We sympathize with your problems. We have or share, I assure-you. 
We understand at least something of your problems, and we beg of 
yon that you be symnathetic toward ours, too. 

Mr. Nicnoxison. We are. 

Mr. Brown (presiding). Mr. Vanik. 

Mr. Vantx. I wonder if the present rate of dissipation of your 
city welfare funds is going to create a very difficult problem, as it 
does in all of the cities where relief needs and welfare needs skyrocket 
during times of decreasing employment. In your opinion, is the 
welfare obligation properly a local obligation, or have we come to 
the point where it should become a Federal obligation? Tam thinking 
about the persons who are on relief or who migrate into the community 
from other communities and are out of work. What is your attitude 
on that ? 

Mr. Wacner. It mounts on us, where we do get Federal assistance 
to take care of children from broken homes. 

Mr. Vanrx. I am thinking beyond that. I am thinking about the 
displaced adults who move into your city from other parts of the 
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country and become a part of your relief obligation. What is your 
residence requirement ? 

Mr. Waener. We have no residence requirement, but the State 
pays the first year. 

Mr. Vanix. The State pays the full cost for the first year, and after 
that they become a local charge? 

Mr. Wacner. That isright. Well, it depends on various categories. 
There are some categories where we get State assistance and Federal 
assistance, too. One of our problems, though, that we face, for in- 
stance in a recession of this type, is that on our home relief we do 
not get any Federal assistance. 

Mr. Vantk. That comes out of the city treasury ? 

Mr. WaGner. Yes. 

Mr. Vanix. It depletes your capacity to contribute to Federal-aid 
projects ¢ 

Mr. Waener. No. I don’t know -_ ther it is pec uliar, but we have 
two budgets, one which goes into effec park 1. That is our expense 
budget. That is the budget to run th 1e city—salaries, and so forth, 
and supphes. Our other is capital budget. 

Mr. Vanik. Which goes toward improvements ? 

Mr. Wacner. Capital improvements, schools, and so forth. 

Mr. Vanik. Depletion of one does not affect the other ? 

Mr. Wacner. No; it doesn’t. The depletion on, say, a large increase 
in welfare costs depletes our current operating services. We must 
balance out at the end of the year. 

Mr. Vanix. Thank you very much, Mayor. 

Mr. Nicnoitson. We pay our general assistance direct out of the 
city, in Denver, and the trend is for those people to come into 
Denver. Our general assistance in Denver is way above any other 
counties and out of proportion to the population of the State. We 
pay that general assistance in cash. 

Mr. Vanik. Out of the city treasury ? 

Mr. Nicnorson. Out of the e ity. We have no assistance from any- 
one. We have no assistance from the State or the Federal on general 
assistance. That is,a man who can’t qualify for any program that is 
State or federally supported. We give it to him in cash. 

Mr. Vanix. He is what they call an unemployed employable; is 
he not ? 

Mr. Nicuotson. That is right. 

Mr. Vanix. And he is a total burden on your city, so every dollar 
you give him is a dollar less you have for ¢ apiti il] gains, ‘ap! ital im- 
provements. Wouldn’t Federal responsibility with ental to these 
people, since the *y are migr: tory an id come from everywhe sre, preserve 
the fiscal integrity of the city and the capacity of cities to carry out 
their normal improvement programs ¢ 

Mr. Nicroison. It would be of tremendous help tous. In my own 
opinion, the entire welfare setup could be made direct to the cities. 
We have the greatest percentage in Denver of the whole State. We 
are over a third of everything the State does. 

Mr. Vanix. We have the same problem in Cleveland, Ohio. 

Mr. Nicnorson. I don’t run into figures like Mayor Wagner’s, of 
course, but, for instance, our general assistance on our budget for this 
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year was $736,000 and we are $80,000 over that now. We are running 
at the rate of $80,000 over, so we are going to have quite a drain on 
our general fund because of that. 

Mr. Vanix. Thank you very much, Mr. Chairman. 

Mr. Brown. Are there any further questions? 

[thank you again, gentlemen. You may be excused. 

The committee will stand adjourned, and we will meet again at 10 
o’clock Monday. 

(Whereupon, at 4:05 p. m., the committee adjourned, to reconvene 
at 10 a.m., Monday, May 19, 1958.) 
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MONDAY, MAY 19, 1958 


Housr or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10 a. m., the 
Honorable Brent Spence, chairman, presiding. 

Present: Representatives Spence, Brown, Patman, Rains, Coad, 
Talle, Kilburn, Betts, McVey, Henderson, and Chamberlain. 

The Cuarrman. The committee will be in order. 

This morning we will have the pleasure of hearing from some of 
our colleagues. 

Our first witness is the gentleman from West Virginia, Mr. Bailey. 
We are very glad to hear from you, Mr. Bailey. I know you have 
some serious problems in your State and district. 


STATEMENT OF HON. CLEVELAND M. BAILEY, A REPRESENTATIVE 
IN CONGRESS FROM THE THIRD DISTRICT OF WEST VIRGINIA 


Mr. Barry. Mr. Chairman, members of the committee, for the 
purpose of the record I am Congressman Cleveland M. Bailey of the 
Third West Virginia District. 

I appear today in support of the efforts of your committee to draft 
legislation that will provide Federal grants and loans to rehabilitate 
areas within the United States by furnishing these communities with 
diversified industrial plants in sufficient quantities to relieve the 
present unemployment emergency and afford a measure of industrial 
and economic security for the future. 

While I am not urging your committee to accept S. 3683, passed 
by the Senate only this past week, I do want to urge that you, in the 
preparation of a bill, give serious seosie to many of the excellent 
proposals contained in the Senate- approved bill. 

In this connection, I want to call your attention to section 5, page 
5, where the Senate legislation sets forth the major determining factors 
that constitute a distressed area. I believe that these proposals are 
sound and will, if written into the legislation, provide a measure of 
security to hundreds of stricken areas that through no fault of their 
own find themselves the unfortunate recipients of ill-planned and 
discriminatory national legislation which has made wastelands out 
of what were once prosperous communities. Other provisions of the 
Senate bill need attention in that they be made to apply to small com- 
munities and not on a countywide basis. 

Mr. Chairman, I urge you and the members of your group to give 
thought to a new economic theory that most of our so-called economists 
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have overlooked in their appraisal of our present depression, or reces- 
sion if you care to call it that. The Bailey theory, if I may be per- 
mitted to call it such, is predicated on the thought that jobs are people. 

Why, may I ask at this point, are nine of our States losing popu- 
lation? QOne answer that occurs to me is that our whole economic 
approach has been predicated on how many million bushels of wheat 
and how many million bales of cotton we can export; how many auto- 
mobiles we can sell abroad. In our haste to follow the dollar, we 
have lost sight of the human factor. 

Mr. Chairman, I like to look on these distressed areas as being areas 
impacted by the Federal Government through national legislation that 
has largely destroyed their basic industries in order to favor other 
areas of the Nation in their pursuit . the mighty dollar. West Vir- 
ginia, Kentucky, Tennessee, Arkans: Maine, and other States pres- 
ently losing population are the “forgotte n States” and are in much 
the same category as former President Roosevelt described the “for- 
gotten man.” 

When in 1950 the Congress saw that the Federal Government, 
through its defense activities, had impacted some 3,300 school dis- 
tricts throughout the United States by the erection of defense plants 
airbases, Army camps, and naval installations, it was my pleasure to 
draft legislation commonly referred to as Public Laws 815 and 874, 
to require the Fede ral Government to assume the responsibility for 
having impacted these areas and created a situation beyond the ability 
of the local school boards to handle. 

May I offer the suggestion that the Federal Government has im- 
pacted these stricken areas by enacting Federal legislation that has 
brought about this distressed condition in these States where today 
we find the major part of our unemployment. 

There is just as much justific ation for the Congress to assume its 
responsibility for impacting these areas of the country as it was for 
them to assume the responsibility for impacting school districts in the 

defense effort. 

May I venture the assertion, Mr. Chairman, that the most important 
word in America today is “jobs.” This committee and the Congress 
should proceed now to do everything possible to see to it that every 
man and woman in this Nation who desire to work has an opportunity 
for a job at fair wages. If this situation can be brought about, we 
can forget 99 percent of our present headaches. We cannot continue 
to finance the free world unless we have a sound basic economy here 
at home. I make the point that our national economy is not a sound 
economy so long as 8 or 9 of the sovereign States have areas within 
them where the unemployment percentage runs as high as 34 percent 
of the labor force in the area. 

Let me repeat. I have areas within my congressional district, 
largely in the coal mining areas—two of the southern counties in my 
district—where the unemployment represents between 34 and 35 per- 
cent of the total labor force. 

The Congress has given the President, under Public I.aw 575 of the 
81st Congress, power to declare these areas critical. What have we 
done about it other than acknowledge the distressing situation ? 

I trust, Mr. Chairman, that you will bear with me for an addi- 
tional minute or two while I describe some of the conditions that 
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exist in my congressional district. In one county, with a population 
of 81,300, 26,164 have no other means of subsistence than surplus Gov- 
ernment food. The county court of this county—Fayette County— 
has declared an emergency so that they could use moneys in their 
budget for other purposes to meet this tragic situation of having to 
supply 41 communities within the county these surplus foods which 
the court is compelled to transport from distribution centers as much 
as 75 miles distant from the stricken areas. 

The sad plight of our coal industry has created ghost towns in 
what were once thriving mining villages. Over 60 percent of the min- 
ing operations in my State have been abandoned and communities 
ranging in population from 500 to 2,000 are left without other sources 
of employment. It is doubtful that the coal industry will ever be able 
to absorb these forgotten miners. 

I might add here that the present demand for coal, which is the 
lowest in the history of the coal-mining industry, is such that auto- 
mation and improved methods of mining will permit them to produce 
this amount of coal with one-half of the number of miners they used 
not longer than 5 years ago. 

May I add this thought at this time, that the mining industry is 
still the basic industry of this Nation so long as we consider it from 
the standpoint of national defense. It is necessary that you maintain 
a sufficient number of operating mines so that in case of a national 
emergency, if we had to come back to depend upon this basic industry, 
it would be there. But if this present situation is permitted to con- 
tinue and a national emergency in the nature of, we will say, a third 
world war, should arise, you will find that the greater part of your 
coal mining industry has been abandoned, that the mines have been 
allowed to deteriorate, and you won't be able to meet the national 
emergency and the demand for basic fuel unless you can keep the coal 
industry a going business. 

In the meantime, over 60 percent of the mines of my State have 
been closed. They are not going back and reopen those mines, so 
you are leaving these little bits of ghost towns where the miners some 
years ago bought the homes in which they lived, and due to the sad 
plight of the mining industry, because that mine has been abandoned, 
the company has taken out its company store, yet those people still 
live there and their property isn’t worth 25 percent of what it was 
worth when the mine was a going concern. Those are the communi- 
ties that I would like to think that the type of legislation this com- 
mittee proposes to write would relieve, by making provision for 
bringing into those small towns and communities some kind of an 
industry. West Virginia is noted—lI think it is fourth in the produc- 
tion of lumber—so there would be wonderful opportunities for wood- 
working plants, just to mention one possibility. But this legislation 
you are planning to write should provide the necessary Federal grants 
and the necessary federally insured loans to permit the building of 
these small plants, so as to bring in job opportunities for these people. 
It would be the salvation of these communities in which today the 
people have no source of employment whatsoever. 

There is no use talking about going somewhere else to look for a 
job. There are no jobs anywhere throughout the Nation. And the 
thing that makes it so sad, Mr. C hairman, is the fact that this isn’t 
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new in West Virginia. Our recession or depression or whatever you 
want to call it started about 3 years ago, and all of those miners have 
long since drawn all of their compensation, unemployment compen- 
sation. If aman was out of employment 2 years ago, he is not getting 
any unemployment compensation whatever. So they are objects of 
charity. 

You will recall the 3-year fight that I had to wage, which started 
back when we were es to give 37 million bushels of wheat to 
Pakistan, and paid $31 million freight on it. You will recall I started 
a floor fight then and finally got ‘legislation to get the Commodity 
Credit Corporation to process wheat into flour and corn into meal in 
order to aid these stricken areas. It is a situation which is rapidly 
approaching the status of a national disgrace, Mr. Chairman. 

I don’t like to be critical of the action of my colleagues but just this 
past week we authorized $3,500,000,000 of economic aid abroad. May 
I suggest, just this one time, that charity should begin at home. All of 
this situation now created in these States, I say to you, is brought about 
by legislation enacted by Congress, and there is a responsibility on our 
part. When you rewrote the 1 reciprocal trade agreement with Vene- 
zuela and cut the import duty on oil from 21 cents a barrel to 544 
cents a barrel, there started flowing into this country about 785,000 
barrels of residual crude oil daily. Do you know, Mr. C hairman, 
that that has displaced 19 million tons of West Virginia soft coal 
production? And you tell me there is no Federal responsibility in 
allowing the continuation of that kind of a situation ? 

Let me add, too, that less than a year ago the Federal Power Com- 
mission authorized an American-owned but Canadian-controlled cor- 
poration to import natural gas into the United States from Canada. 
Some 10 years ago a lot of American capital went up there and they 
have located 6 trillion cubic feet of natural gas, which is ¢ oming into 
this country on the free list. I offered legislation which was referred 
to the Ways and Means Committee, and all of the Departments that 
were contacted like the State Department and the Commerce Depart- 
ment, the Defense Department, threw up their hands and said, “No, 
you can’t write that kind of legislation.” 

What happened? We went over to Geneva in 1947 and entered into 
the International Trade Agreements, and they wrote a trade treaty 
with the Dominion of Canada, and in the same treaty where we allow 
natural gas to be piped in on the free list, we have to pay 50 cents a 
ton import duty before we can offer West Virginia coal for sale in 
Canada. 

Do you mean to say that I am going to keep quiet and allow a situa- 
tion like that? There are applic ations pending before the Federal 
Power Commission for a 24-inch pipeline into Seattle, an 18-inch into 
Spokane, a 24-inch into Minne: apolis, and an 18-inch line to Duluth. If 
all of those are honored by the Power Commission, they will be import- 
ing 7,240,000 cubic feet of natural gas daily into this country from 
Canada, without payment of a single cent of import duty. But if we 
want to sell coal in Canada, we have to pay an import duty before we 

can even offer it for sale. 

What is that going to do to our coal situation? Most of our mar- 
kets for soft coal are in the N ‘orthwest. For 40 years West Virginia 
coal fueled the Anaconda Copper Co. at Butte, Mont. They have an 
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18-inch pipeline furnishing fuel for that plant from Manitoba, in 
Canada. 

These are the situations that I say the Federal Government is re- 
sponsible for, and you are impacting these areas and making desert 
lands out of what were once prosperous communities, just bec: ause of 
our national policy. I see no other way than what you gentlemen 
propose to do here, which is to write some legislation that will be 
aimed at re +habilitating those communities. 

The situation I have just described exists in two major coal pro- 
ducing counties in my district. In some areas within these two coun- 
ties the percentage of unemployment is 34 percent of the working 
force. The situation is aggravated by the fact that the recession is 
not a recent matter so far as West Virginia is concerned. Unemploy- 
ment began to show up in our mines about 3 years ago, which means 
that the bulk of these unemployed miners have drawn all of their 
unemployment compensation and they have no other means of sub- 
sistence other than that being supplied to them through the efforts 
of the county authorities in transporting surplus foods as a substi- 
tute and, in some instances, an added help to the pitiful allotments 
some of them are drawing as recipients of aid through the State 
department of public assistance. 

I would like at this time, Mr. Chairman, to offer for the informa- 
tion of this committee a series of petitions totaling more than 4,000 
individuals praying that the Federal Government will do something 
immediately to provide jobs for the unemployed. Their plea is predi- 
cated on enlarged public-works programs that hold promise for im- 
mediate work opportunities. There are such projects within this area 
that would supply hundreds and even thousands of jobs if they could 
be activated. It has been my pleasure and my duty as representative 
of these people to lay their suggestions before our Appropriations 
Committee in order to secure added funds for work on these projects 
so that jobs can be provided for these hungry people. 

In the other 10 counties of my district, we have an unemployment 
situation not chargeable to the slump in our coal industry. These 
areas involve the manufacture of glassware, pottery, marbles, clothes- 
pins, chemicals, and woodworking projects. 

West Virginia ranks fourth in the Nation in the production of 
lumber. You, Mr. Chairman and members of this committee, are 
well aware of the present slump in home building and in plant ex- 
pansion. This has curtailed from 50 to 60 percent of the lumber 
oper: ations. 

Closely allied with this home and plant construction is the pro- 
duction of window glass, plate glass, and handmade and blown glass- 
ware. I had 10 plants manufacturing handmade and blown glass- 
ware. Four of the plants are closed completely; the others are work- 
ing on part time. In addition, there are three of the largest produc- 
ers of window glass and a large subplant of the Pittsburgh Plate 
Glass Co. manufacturing es ite glass. 

Competition from abroad in the nature of imports of cheaply pro- 
duced glassware products is threatening the very existence of this 
industry. Imports of window glass within the past 3 years have 
ine ae ased by 300 percent and in the plate glass industry, 12 10 percent. 

[ also have some of the Nation’s largest producers of pottery ware. 
Statistics on imports of pottery for the year 1957 show that 80 percent 
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of all the pottery consumer in this country was produced abroad 
and imported. We are holding on to only 13 percent of our domestic 
market. Here is an industry like the watch industry. It is on its way 
out of business unless the Government modifies its present legislation 
governing international trade. 

Three years ago, when the Congress approved the new trade agree- 
ment with Japan, there were in West Virginia six thriving industries 
producing acro-agate marbles and other types made from glass and 
pottery. Within 6 months after the adoption of this trade agreement 
all of the plants, 3 of which were in my district and in my home city 
of Clarksburg, closed completely. There were only 7 of such plants 
in the entire United States, the other 1 in Illinois. The whole industry 
has been wiped out—industry after industry. Those were the only 
7 plants of that kind in the United States and they were wiped out 
overnight. Then you wonder why we have these areas stricken with 
unemployment. 

Most of these 10 glass plants of mine are the only ees in small 
towns of maybe 2 000 to 5,000 population. It wouldn’t be so bad if 
they had a diversity of industry and some other plant where people 
could go to secure employment. It is usually the only major industry 
in the community. 

My district once boasted of being the home of the world’s largest 
producers of spring clothespins. This plant closed recently because 
President Eisenhower refused to impose an import quota on similar 
pins being imported from Sweden and Denmark. This is one more 
instance where an entire industry in our State has been sold down 
the river in an effort to buy friendship abroad. 

The Tariff Commission suggested an imposition of an import quota 
of 650,000 gross. The President set aside their imposition of an im- 
port quota and increased the import duty on a gross of pins by 10 cents 
a gross. Sweden and Denmark could undersell us 40 cents a gross 
and after he made that change they can still undersell us by 30 cents. 
So the biggest clothespin producing plant in the world closed on the 
13th day of January this year, and it was located in my district. Then 
we wonder why we have these distressed areas. 

I submit, Mr. Chairman, that if you cannot buy friendship with 
dollars, you cannot buy it by sacrificing American jobs; and I further 
insist that there is a Government responsibility to rehabilitate the 
areas within the United States that have been brought to their present 
economic situation through Government action. 

There is nothing I can see in the immediate future that will change 
this trend of loss of population and loss of jobs in my State unless 
the Congress, through legislation such as you are considering today, 
prov ides Federal funds needed to bri ing into these stricken areas small 
businesses that will replace the industries they have lost and are now 
losing through no fault of their own. 

It does little good, Mr. Chairman, to say “Find yourself another 
job.” These people, particularly the ones residing in the small coal- 
mining communities, own their homes which they purchased some time 
ago from the coal-mining companies. Today, they are not worth 25 
percent of what they paid for them because there are no other jobs 
in the communities and none they can find even in distant States 
where they might find employment. Some of them did go out of the 
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State and find other jobs, but they have even lost those, and are 
now back in their own communities, living on Government surplus 
food. 

Mr. Chairman, it is a national disgrace when 258,000 of the popula- 
tion of the State of West Virginia, which is less than 2 million, are 
living on surplus Government “food. It is a national disgrace, and it 
is necessary that something be done by this Congress to correct the 
situation, not only in my State, but in the others that are presently 
losing popul ution. 

The CuarMan. Mr. Bailey, we agree with you on that. We are 
going to do what we can to correct it. 

Mr. Baixey. I have just one more page, Mr. Chairman, and I will 
try to hurry through my presentation. 

‘The Senate has recently passed what is familiarly known as the 
Fulbright bill which would provide for Government underwriting of 
longtime loans for public works. This legislation holds out some hope 
for these communities, but the ones in which I am most interested in 
my district are communities that are not incorporated and could not 
take advantage of providing their own public improvements. Should 
the House approve the Senate bill, it faces a possible Presidential veto. 
Unless the Congress acts promptly in providing Government assist- 
ance to these stricken areas, the situation might well develop to a 
point where hunger and want could be laid directly at the door of 
the Congress in refusing to meet a problem that is rapidly becoming 
anational lisgrace. 

I don’t know what is going to happen, if something isn’t done, 
Mr. Chairman. I know that the direct responsibility for not taking 
some action will be laid directly at the door of the Congress. 

In conclusion, Mr. Chairman, may I say that you well know that I 
am a blunt and outspoken Member of this C ongress. I would not want 
to try to explain to my people why we at this present session voted 
$3,500 million of aid abroad and for ie the miserable starving Amer- 
icans. Surely, I would not want them to remind us that charity 
begins at home. Thank you gentlemen. I trust in you that your 
faith in America will see to it that our own home fires are kept burning 
while we are endeavoring to finance the free world. 

Thank you, Mr. Chairman. 

The Cuairman. We are glad to have your views, Mr. Bailey. I 
am sure the committee will consider them. 

We will call Mr. Van Zandt, our distinguished colleague from Penn- 
sylvania. We know that he has a district which is in trouble, too. 


STATEMENT OF HON. JAMES E. VAN ZANDT, A REPRESENTATIVE 
IN CONGRESS FROM THE 20TH DISTRICT OF PENNSYLVANIA 


Mr. Van Zanor. Mr. Chairman, I appreciate the opportunity of ap- 
pearing before your committee on behalf of my bill, H. R. 6975, intro- 
duced on April 17, 1957, which is designed to alleviate conditions of 
substantial and persistent unemployment in economically depressed 
areas, In short, if enacted, my bill would be cited as the Area Kede- 
velopment Act of 1958. 

Mr. Chairman, as you and many members of this committee know, 
[ represent the 20th District of Pennsylvania, comprising the counties 
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of Blair, Centre, and Clearfield, which, by the way, are located in the 
heart of Pennsylvania. Before and since the end of the Korean war, 
2 of the 3 labor markets in my 3-county area totaling nearly 90,000 
jobs have been classified by the United States Department of Labor 
as labor surplus areas. 

Most of the time the area has been classified as being among the ma- 
jor labor surplus areas of the Nation. At one time we had 18 percent 
of the civilian labor force unemployed, and today the average is over 
17 percent, or about 15,000 of the 90,000 labor market unemployed. 

For your information, the unemployment in my district that has 
existed prior to and since the close of the Korean war results from 
depressed conditions in two basic industries; namely, bituminous coal, 
railroading and related industries such as brickyards, machine shops, 
ete. 

The depressed conditions that I have mentioned result principally 
from substitute fuels such as foreign residual oil from Venezuela 
which have just about destroyed our eastern seaboard coal market. 

Then, also, the loss of this coal as freight and the conversion of loco- 
motive power from steam to diesel power, together with other tech- 
nological developments in the railroad industry are contributing 
factors. 

To be a little more specific, in the central Pennsylvania area, which 
comprises several congressional districts, the production of bituminous 
coal has been on the decline since 1948. For example, 58 million tons 
were produced in 1948 as compared with 36 million tons in 1957 or a 
loss in production of 48 percent. In manpower, in 1948 these mines 
employed nearly 49,000 miners while in 1957 the number employed 
was approximately 23,000, a decrease of 54 percent. In other words, 
26,000 coal miners lost their jobs. 

In all fairness, the loss of coal production and jobs cannot be wholly 

charged to foreign residual oil because when the railroads shifted 
from steam to diese] power and homeowners converted to oil and gas, 
these changes were reflected in the total loss of coal production and 
manpower. 

In addition to the loss of production and jobs in the coal industry, 
let me cite some figures concerning the situation at Altoona, Pa., 
where we have the largest railroad shops in the world. From a pe: ak 
employment of 14,361 in 1951 in the Pennsylvania Railroad shops, to- 
day there are only about 4,000 employees working, a loss of better than 
10.000 jobs. 

In addition, when taking into consideration the loss of jobs in 
the operating divisions of the Pennsylvania Railroad Co. in the Al- 
toona area, the number of unemployed railroaders increases to 12,000. 

The unemployment that I have cited is for the period before and 
after the Korean war. While a percentage of the coal miners, rail- 
roaders, and others in related industries have gone elsewhere seek- 
ing employment, as I have already mentioned, in my area in central 
Pennsylvania at the present time we have about 1 5,000 unemployed. 
Many of these unemployed have worked off and on for short periods 
during the past several years, but now are unable to find any type 
of employment. 

Meanwhile, many of them have exhausted or soon will exhaust 
their eligibility for unemployment compe nani benefits, and there- 
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fore they must rely upon public assistance benefits and surplus com- 
modities. Mr. Chairman, while the present business slump is regarded 
nationwide as a temporary recession, in my congressional] district, 
we have suffered from substantial and persistent unemployment for 
over 10 years, or, in other words, I would say that we are in the midst 
ofa depression. 

For an illustration, in September of 1956 with a civilian labor force 

of 87,000, we had nearly 8,000 unemployed or approximately 11 per- 
cent; in September 1957 we still had nearly 8,000 unemployed even 
though our labor market increased to nearly 90,000 or approximately 9 
percent. As previously stated, today we have over 17 percent or 15,000 
unemployed out of a civilian labor market of nearly 90,000. These 
figures prove conclusively that our unemployment is chronic and 
persistent. 

Mr. Chairman, many times you hear pater criticism to the effect 
that local communities in labor sur — areas are lax in helping them- 
selves. That is not true in my area of heel Pennsylvania. Years 
ago my communities or enteed area development groups and have 
constantly sought to attract new industries in a determined effort to 
bolster the economy. They have given of their time, money, and effort. 
They have borrowed at the banks to the legal limit and have been 
aided by the Small Business Administration and the State of 
Pennsylvania. Frankly, they have gone the limit and need further 
assistance such as is provided for in the m: iny area development bills 
pending before this committee. 

Many communities through their area development groups have 
been suecessful in various degrees. In my hometown of Altoona, Pa., 
since 1946 as a result of an active industrial development group that 
raised nearly a million dollars mostly through voluntary payroll 
deductions, 11 new industries have been brought into the area solely 
through community, State, and Federal effort. 

These new industries have provided 3,600 new jobs and a $12 mil- 
lion increased annual payroll. Seventy percent of the new jobs are for 
men. This highly successful effort stems from what is commonly 
known nationally as the Altoona plan. 

Mr. Chairman, from what I have said I think you will agree that 
the citizenry of my three-county area are entitled to a “well done” for 
their effort. 

But their effort alone is not sufficient to overcome the unemployment 
problem. With more State and Federal assistance, in my opinion, 
the economy of my area can be diversified which means that much of 
the unemploy ment will be alleviated. 

We recognize that the field for new industries is great, the competi- 
tion is keen, yet we are ready with additional F ederal assistance to 
take our chances with the remaining 148 labor surplus areas in seeking 
a definite solution to the unemployment problem. 

Mr. Chairman, it is common knowledge that in the history of area 
development legislation, a stalemate developed over the relative merits 
of the administration bill, S. 1433, and the Douglas bill, S. 964. Some 
were of the opinion that S. 1433 was too conservative while others re- 
garded S. 964, the Douglas bill, as being too liberal and too costly. 

In a sincere effort to end the fruitless discussions and the resultant 
delay and confusion that surrounded distressed area legislation, I 
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introduced my bill, H. R. 6975, as a compromise between the admin- 
istration bill and the Douglas bill, which is identical with the Spence 
bill pending before this committee. 

For the information of this committee, my bill, H. R. 6975, retains 
to some degree many of the features of administration bill and the 
Douglas-Spence bills. In addition, some of the provisions in Senate 
bill 3683, approved by the Senate last week, are contained in my bill, 
H. R. 6975. 

Mr. Chairman, my bill, H. R. 6975, is regarded as a sane and 
sensible compromise and should serve as a reasonable and realistic 
basis for perfecting a legislative measure acceptable to all shades of 
opinion. 

However, I wish to state that I have no pride of authorship. My 
sole concern is to have the House approve an area development bill 
that will become a law at the earliest possible date. 

Now, Mr. Chairman, I am going to insert in the record here an 
analysis of my bill, if there is no objection. 

The Cuarmman. Without objection that may be done. 

(The analysis referred to follows:) 


ANALYSIS OF H. R. 6975 


It is my opinion that the administration bill, S. 1433, does not go far enough 
to meet the needs of chronically depressed areas which need Federal help in 
grants, vocational training with compensation, and Federal loans. While on the 
other hand, the Douglas bill, S. 964, provides too liberal aid to areas whose 
economic decline is of recent duration. In this connection, such communities 
normally have sufficient resources and should not be entitled to the variety of 
programs offered in the Douglas bill. 


AID SHOULD BE PROVIDED ON BASIS OF NEED 


I believe that the solution to this difference lies in providing various types of aid 
that would be available to communities with labor surplus. ‘The extent of the help 
would be based upon the duration and levels of unemployment. Under my pro- 
posal, as embodied in my bill, H. R. 6975, the neediest communities would get the 
most aid, while the help extended to the less needy communities would be more 
limited. 

This approach would also make it possible to reduce the Federal expenditures, 
but still leaves sufficient funds for communities which meet the most rigid tests 
of chronic unemployment and economic distress. 

My bill, H. R. 6975, provides for designation of three different levels of unem- 
ployment, such levels determining the eligibility of the areas for different types 
of programs. 

The three levels of unemployment are as follows: 

No. 1. First level: The unemployment rate in the area is 6 percent or more, 
adjusted seasonally, and has been 6 percent or more at least 8 months in each of 
the preceding 2 years. 

No. 2. Second level: The unemployment rate in the area is 8 percent or more, 
adjusted seasonally, and either has been 8 percent or more for the major portion 
of each of the preceding 2 years, or has averaged 12 percent or more during the 
preceding year. 

No. 3. Third level: The unemployment rate in this area is 6 percent or more, 
adjusted seasonally, and either has averaged 6 percent or more during the pre- 
ceding 5 years, 8 percent or more during the preceding 3 years, or 12 percent or 
more during the preceding 2 years. 

Here is how I would apply these criteria to the various types of programs of- 
fered in the administration and in the Spence bills. 


I. TECHNICAL ASSISTANCE 


I believe that all communities with labor surplus should be entitled to technical 
assistance from the Federal Government. But that does not mean that the com- 
munity which has had just 6 percent unemployment for parts of the last 2 years 





LEGISLATION TO RELIEVE UNEMPLOYMENT 1127 


should be entitled to receive the same aid as the community which has been sub- 
jected to chronic unemployment many years. 

I would, therefore, limit the extent of technical assistance given by the Federal 
Government to communities in the first level, mentioned before, to only one-third 
of the total cost of the needed technical assistance, and would require that the 
other two-thirds of the needed funds should come from State or local sources. 

However, for the most needy communities I would extend Federal assistance 
to provide as much as $3 out of every $4 needed. 


II. LOANS 


The administration bill, 8. 1433, now provides that Federal participation in 
loans to labor-surplus areas should be limited to 35 percent of the cost of the 
proposed projects. The Douglas bill, 8. 964, would go as high as three-fourths of 
the total cost of the project. 

In this connection, I believe that the administration proposal is amply adequate 
for communities which meet the criteria of the first level of unemployment, but 
is certainly not sufficient for areas which have suffered from chronic unemploy- 
ment for many years. 

My bill, H. R. 6975, would extend Federal participation under the proposed loan 
program as follows: 

(a) For the first level areas, up to one-third of the total cost of the project ; 

(b) For the second level areas, up to 50 percent of the total cost of the project; 
and 

(c) For the third level areas, as much as 75 percent of the total cost of the 
project. 

In addition to providing loans to labor surplus areas, my bill, H. R. 6975, will 
amend section 207 (a) of the Small Business Act of 1953, by providing that in 
making and approving loans first preference be given to small-business concerns 
which are otherwise qualified and which are located or are about to locate in areas 
of substantial and persistent unemployment. 

Section 207 (a) of the Small Business Act of 1953 is also amended by making 
eligible for loans local private nonprofit organizations—inecluding industrial foun- 
dations, development corporations, and similar groups—formed to assist, develop, 
and expand the economy of areas of substantial and persistent unemployment—as 
certified under section 4 of the Area Development Act of 1958—but only where 
the purpose of the loan is to enable such organizations to provide supplementary 
assistance to one or more small-business concerns in such areas which have quali- 
fied for loans under the preceding provisions of this subsection. 

In making and approving loans under this subsection, first preference at all 
times shall be granted to qualified small-business concerns certified as being 
located in areas of substantial and persistent unemployment or about to locate 
in such an area and to local nonprofit organizations previously described under 
this amendment to section 207 (a) of the Small Business Act of 1953. 


Ill. GRANTS 


The administration bill, S. 1433, makes no provision for grants except in the 
case of technical assistance; while the Douglas bill, S. 964, provides for Federal 
grants for public-facility projects. I do not believe that all the communities 
that have some labor surplus should be entitled to this type of aid. Therefore, 
my bill, H. R. 6975, in addition to providing loans for public-facility projects, 
would allow Federal grants up to one-third of the cost of the public-facility 
project in level 2 areas, and up to two-thirds of the cost of the project in level 3 
areas. 

IV. SUBSISTENCE PAYMENTS 


The administration bill, S. 1433, does not allow any subsistence payments 
to persons undergoing training for new jobs in labor surplus areas. I believe 
that this type of program should be used sparingly and in extreme cases only. 
Therefore, my bill, H. R. 6975, extends Federal subsistence payments to people 
undergoing training only in areas with the most chronic unemployment; namely, 
those which are classified in level 3. 

My bill, H. R. 6975, would assure that the neediest communities would get 
adequate aid and in addition, it encourages the several States to establish 
their own program of area redevelopment and by limiting some of the aid 
provided by the Douglas bill, S. 964, it would also be possible to reduce the 
total cost of these area redevelopment programs. 
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Mr. Chairman, it is my belief that my bill, H. R. 6975, constitutes a genuine 
compromise between the administration bill, S. 1433, and the Douglas bill, 
S. 964. This is especially true when you compare the cost of the three bills. 

Recognizing the administration bill, 8S. 1483, as a conservative approach, it 
will cost about $55 million; while the Douglas bill, S. 964, oe nts an ultra- 
liberal approach to the subject and would cost in excess of $325 million. My 
compromise bill, H. R. 6975, would cost in the neig shborhood of $200 million 
and would extend Federal aid to labor surplus areas in a reasonable yet realistic 
manner, 

Mr. Van Zanovt. Mr. Chairman, I have repeatedly stated that I 
have no pride of authorship regarding distressed area legislation. 
The time has arrived for the 85th Congress to stop squabbling over 
details and to unite in providing Federal aid for chronically dis- 
tressed areas. 

Let me repeat again that over 17 percent or 15,000 of the civilian 
labor force in my congressional district are unemployed. I know 
that some of my colleagues have a higher rate of unemployment in 
their congressional districts, because there are 149 labor surplus areas 
in the Nation suffering from the unemployment problem. 

In pleading for legislative action by this committee and the 85th 
Congress, I hope that the legislation enacted will provide real bene- 
fits to these 149 labor surplus areas and not be merely of the stopgap 

variety, for we have suffered too long from chronic and persistent 
unemployment. 

Mr. Chairman, according to the United States Department of 
Labor, the Nation’s unemployment is 5.2 million of which about 3 
million represents minimum annual unemployment, leaving about 
2.2 million to be charged to the present business slump. 

It is significant that the unemployment figures for the 149 labor 
surplus areas reveal 2,970,000 unemployed. Allowing for a portion 
of this number to be charged to the annual minimum of 2 million 
unemployed, it means that if the unemployment in the 149 labor 
surplus areas is alleviated, the unemployment problem today would 
be greatly simplified. 

Percentagewise, as of March 15, the employment in the 149 labor 
surplus areas represents 37 percent of the Nation’s labor market while 
ay ay eo in the 149 labor surplus areas represents 48 percent 
of the Nation’s unemployment today. In other words, the heart 
of our une aceon ate problem today as a Nation is in the 149 labor 
surplus areas. 

Therefore, the answer to our unemployment problem is distressed 
area legislation, and the sooner this committee can get a bill started 
on its way to the White House, the better it will be for millions of 
the unemployed, hundreds of communities, many States, and the 
Nation as a whole. 

Thank you, Mr. Chairman, and members of the committee for your 
kind indulgence. 

The Cuarrman. Thank you, Mr. Van Zandt. 

Mr. Van Zanpr. Mr. Chairman, I would like to make part of my 
record three charts that will support some of the figures that I used 
in my statement. 

The Cuarrman. That may be done. 

(The charts referred to follow :) 
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Unemployment and labor-force data, State of Pennsylvania and selected labor- 
market areas, July 1956—March 1958 





| 
State of Pennsylvania Altoona ! | Clearfield-Du Bois # 
| } | j | j | 
| Ratio, | | | Ratio, | Ratio, 
Date Unem- | unem- | | Unem-| unem- Unem-| unem- 
| Labor | ploy- | ploy- | Labor | ploy- | ploy- | Labor | ploy- | ploy 
force ment jment to} force | ment |ment to} force | ment |ment to 
| labor | | labor | | labor 
| | force | force | | force 
| Percent | | Percent | Percent 
1958—M arch 4,653,100 | 488, 000 10.5 | 5 8, 900 16.6 | 36,500 | 5,000 13.0 
February 4,650,500 | 464,000 | 10 | 7,800 14.5 | 36, 500 | 5, 000 | 13.0 
January *...- 4, 650.500 | 435, 000 | 9 | 7,200} 13.4 | 36,500 | 4, 400 12.1 
1957—November-.-. 4. 637, 000 289, 000 | 6.2 |} 6,300} 117) } (4) (4) 
September 4 666,000 | 240.000 | 5 5,600 | 10.4 | 36,300 | 2,200 | 6.1 
July... 4,708,000 | 276,000} 5. | 6,300} 7] @ | @& | (4) 
May 4, 672, 000 256, 000 | 5 | 5,500 | 00.3) (4) (@) | (4) 
Se 4,632 000 | 276, 000 | 6 4, 800 8.7 36, 200 2, 550 7.0 
January a 4,521,000 | 297,000 | 6 , 5,000 | 91 (4) (5) (4) 
1956—November_._.-.| 4,617,000 | 202,000 | 4.4 | 52,600 | 4,400 | 8.1] (4 (5) (4) 
September......| 4,664,000 | 216,000 | 4 6 | 52, 400 | 5,200 | 9.5 | 34,700 | 2, 450 7.1 
Ss -sanbene 4, 537,000 | 306,000 | 6.7 | 52.700] 8,100] 515.4) (@) | 
| 


o) } © 


1 Area consists of Blair County. 

2 Area consists of all of Clearfield County and parts of Centre and Jefferson Counties. Balance of Centre 
County not classified. 

3 Data for January 1958 preliminary. 

4 Data not availuhle 

§ Drop in employment in railroad equipment industry due to effects of steel strike. 


Source: Pennsylvania Bureau of Employment Security. 


Unemployment in major areas of substantial labor surplus—149 areas regularly 
classified by U. 8S. Department of Labor—Selected months, March 1952 to 
March 1958 


| Unemploy- Number of Unemploy- 
National | Percentof | Numberof | ment in labor areas ment in 
Month and year | unemploy- labor force | labor-surplus|labor-surplus| classified as | major labor- 
ment areas | areas | major labor | surplus areas 
| | | surplus 

—_—_———__|- ; —|— Ne IE 
March 1958 5, 188, 000 7.0 | 149 | 2, 970, 000 | 70 1, 422, 000 
March 1957 2, 693, 000 4.0 | 149 | 1, 885, 000 | 19 155, 000 
March 1956 2, 551, 000 3.8 | 149 , 793, 000 | 19 168, 000 
March 1955 2, 654, 000 4.0 | 149 | 2, 494, 000 43 | 782, 000 
March 1954 3, 230, 000 5.0 | 149 | 2, 181, 000 | 34 | 449, 000 
March 1953 1, 602, 000 2.5 | 149 | 1, 443, 000 | 17 | 139, 000 
March 1952. - 1, 673, 600 | 7 143 | 1, 684, 000 19 | 559, 000 
NOTE 1) As of Mar. 15, the employment in the 149 labor-surplus areas represents 37 percent of the 
Nation's labor market. (2) The unemployment in 149 labor-surplus areas represents 48 percent of the 


Nation’s unemployment today, 


Surplus commodities, Mar. 3, 1958 





| December 1956 | June 1957 December 1957 | February 1958 March 1958 
' | 
County l l | l tT 
| Recip- | Per-| Recip- | Per- | Recip- | Per-| Recip- | Per- | Recip- | Per- 
| ients cent | ients cent ients cent | ients | cent | ients cent 
Bia | | fal Pa cel anu 
Blair | 16,602) 12.0} 15,454 | 11.0 | 15,751] 11.0] 18,400] 13.2] 22,222 15.9 
Centre 6, 536 | 10.0 | 6,339 | 10.0 | 5, 661 9.0 | 6,537 | 9.9 | 6, 537 9.9 
Clearfield | 14,109 | 16.0 | 13,377 | 16.0 12, 284 | 14.0 | 17,520 | 20.0 16,859 | 19.6 
Total | 37, 247 | | 35, 170 | | 33, 696 | | 42, 457 | 45, 618 be 
1950 census ; |} 12.8 |.. |} 12.1 cepadiapel Sere | | 14.6 as 15.1 
| | | | | | | 





Note.—The above figures represent the total recipients of surplus commodities, and are comprised of 
public-assistance cases, the unemployed, pensioners, and persons whose income is inadequate to meet the 
minimum requirements of need as established by the income scale of the Pennsylvania Department of 
Public Assistance. 
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The CHarmMan. We will now call on Mr. Perkins. Mr. Perkins 
represents a highly depressed area of Kentucky. 


STATEMENT OF HON. CARL PERKINS, A REPRESENTATIVE IN 
CONGRESS FROM THE SEVENTH DISTRICT OF KENTUCKY 


Mr. Perxins. Mr. Chairman and members of the committee, once 
again I appear before this distinguished committee to plead the case 
of depressed industrial and rural areas in the United States. But 
this time I am heartened by the action of the other House, which has 
discharged its obligations to distressed are: © by passing the Douglas- 
Payne bill last week, I urge your favorable consideration of H. R. 
6215, a bill introdu ced by the chairman of this committee, which has 
for its purpose to alleviate conditions of excessive unemployment and 
underemployment in depressed industrial and rural areas. 

I congratulate this committee on the thorough and careful hear- 
ings that it is conducting in examining a program to fight the present 
recession that has engulfed this country. I believe that legislation 
proposed before this committee to he ‘Ip. small business is desirable. 
The difficulty of small business to obtain long-term credit and the 
rising rate of business bankrupte; y indicate that aid in this area is 
high ly desirable and is essentia!] for the growth and economic de -velop- 
ment of the United States. 

I also believe that this is the time for the country to catch up 
with the lag in construction of public facilities which we have ex- 
perienced over the past few years. The tight-money policy and high 
interest rates sponsored by the administration have discouraged pub lic 
construction in recent years, and many of the communities have gone 
without much-needed public facilities because of the high cost of bor- 
rowing money. 

The proposal by the other House to permit Federal loans for the 
construction of public facilities is also needed. I also urge the com- 
mittee to report out H. R. 11474, a bill to expand the public-facility 
loan program of the Community Facilities Administration of the 
Housing and Home Finance Agency. I am sure that you will impose 
a sufficiently low interest ceiling on these loans so that the communities 
will be able to profit by the program. 

Obviously, a program which would enable the expansion of public 
facilities is particularly timely now, because it would not only help 
communities to catch up, as I said, with the much-needed — 
work, but because it would also have a desirable impact in combating 
the present recession. I am sure that many communities will take 
immediate advantage of the liberal provisions of this bill and will 
start the needed public works which would be made possible by loans 
under the community-facilities loan program. This will create im- 
mediate jobs and will have a stimulating effect upon the economy. 

But, I think that the country needs most the third type of program 
being considered by your committee; I am referring to proposed legis- 
lation to aid depressed industrial and rural areas in this country. 
The present recession has accentuated the needs of these communities. 
While sources of industrial and rural communities were subjected 
even during the years of prosperity to persistent unemployment and 
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underemployment, want, and misery, the economic problem of these 
communities have become even more acute in the present recession. 

The argument that we must now limit Federal measures which 
would combat the total unemployment in the country and therefore 
ignore the special problems of depressed areas is completely fallacious. 
Aid to depressed areas should be made part of the total program to 
fight the recession and to prevent future economic downtrends. The 
existence of distressed economic areas offers an ever-present threat 
to the economic well-being of the country and is a continuing down- 
ward drag upon the economy. 

The fact is that we cannot afford to continue avoiding Federal 
responsibility to depressed areas. Evidence before your committee 
has shown that these areas absorb vast amounts of funds in unem- 
ployment compensation and relief payments. A sound program to 
aid these areas would pull them out of the economic doldrums and 
remove this blight from our Nation. 

These communities need a special program to fill their needs. 
Loans may be and will be helpful to some areas, but the chronically 
depressed areas, I submit, are not in a position to borrow even at low 
interest rates. 

The development of industrial water is essential for the economic 
development of my area in eastern Kentucky. But the ravages of 
unemployment and distress have continually eroded the tax base of 
the communities in the area. We cannot return on the road to 
normalcy and prosperity unless we secure Federal aid on which we 
can start the foundations of our recovery. 

For example, several communities in the district that I represent 
need water for industry. Under H. R. 6215, or my own bill, the 
Federal Government would provide funds for the construction of 
reservoirs which would make it possible for such communities to at- 
tract: new industry. This is just one example where grants could be 
made available to make a depressed area attractive for industry. 

I appeal to you for the passage of H. R. 6215 which would lay the 
cornerstone for the alleviation of suffering in the depressed areas of 
the country. In this connection, I would like to call your attention 
to the fact that the Senate voted to increase the annual ‘appropriation 
for public grants from the originally proposed $50 million a year to 
$75 million a year. I believe that the present recession fully justifies 
this relatively small increase. 

I understand that your committee is planning to report separate 
bills on distressed areas, aid to small business, and loans for public 
facilities. In light of the sad experience of 1956, when the bill re- 

orted by this committee never got the chance to be considered by the 

Louse, may I most respectfully urge upon you to report the bill on 
distressed areas at your earliest convenience so as to permit ample 
time for the Rules Committee to schedule it for consideration by the 
House. 

Last week we authorized expenditures of $2.9 billion for foreign aid. 
I voted for this authorization. I believe that it is essential for our 
national security. But, Mr. Chairman, I insist that we cannot do 
less for our own people than we do for people in far away places. 
The depressed area bill is really a low-cost point 4 program for the 
people of the United States. 
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The Cuarman. Thank you, Mr. Perkins. 

Our next witness is Mr. Bartlett, distinguished Delegate from 
Alaska. 

Mr. Bartiett. Shall I proceed, Mr. Chairman ? 

The Cuamrman. You may proceed, Mr. Bartlett. 


STATEMENT OF HON. E. L. BARTLETT, A DELEGATE IN CONGRESS 
FROM THE TERRITORY OF ALASKA 


Mr. Bartietr. Mr. Chairman, members of the committee, I appear 
here today to urge the inclusion of the Territory of Alaska in the 
provisions of H. R. 6215, or ny bill which may be considered as acted 
upon by this committee. 

The bill as it is now before you makes no mention whatsoever of 
Alaska. The bill which was acted upon in the Senate the other day 
likewise omitted inclusion of the Territory of Alaska. I say, Mr. 
Chairman, that the weight of economic disaster may fall just as 
heavily upon the American citizen in Alaska as in any one of the 
48 States. 

I suggest to you further that that American citizen, in Alaska, pays 
every Federal tax that the citizen of any one of the States does, and 
I think in fairness, in equity, and in justice any legislation of national 
scope of this nature ought, automatically, to include Alaska. 

We have, as every other section of the country has, our economic 
ups and downs. Right now, in company with too many other sections 
of the Nation, we have here and there a measure of economic distress. 

For example, the May bulletin of the Alaska Employment Security 
Commission states that employment in Alaska in April was 11 per- 
cent below the employment level of the preceding month of the pre- 
ceding year. 

A very large number of Alaska’s people subsist, in whole or in 
part, upon the money they make from the taking and processing of 
salmon. As you know, more salmon is packed in Alaska than in any 
other place in the world. Particularly our so-called native citizens, 
Eskimos, Aleuts, and Indians, rely upon employment in the fishing 
industry. That industry has had some very rough years, to the 
point where back in 1953, President Eisenhower was obliged to declare 
northwestern and southeastern Alaska a disaster area, and the same 
thing occurred again in 1954, and again the following year. 

I think it is only a matter of right, Mr. Chairman and members 
of the committee, that taxpaying citizens in Alaska should have the 
same opportunity to benefit from legislation of this sort as anyone 
else anywhere else, and I hope that if a bill is reported it will be 
amended to include the Territory of Alaska. There is no reason at 
all—of which I am aware, at least—why that inclusion should not 
be made. On the other hand, there is every reason why it ought to be. 

Thank you. 

Mr. Brown (presiding). Thank you, Mr. Bartlett. We are glad 
to have the benefit of your views. You may be excused. 

Mr. Berrts. Mr. Chairman, might I ask about Hawaii? Are they 
pressing for inclusion ? 

Mr. Barrierr. I don’t know. I am without authority, naturally, 
to speak for Hawaii in any sense at all. But I would say that every- 
thing I said about Alaska, as a matter of principle, relates equally so 
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to Hawaii, because Hawaii and Alaska differ from most of the other 
areas in that they do pay all Federal taxes. Hawaii is in exactly the 
same situation with respect to that as Alaska, and I am confident, of 
course, that Delegate Burns w ill present his views to the committee; 
but certainly, on an individual basis, I would say that, as a guiding 
light or pr inc siple, Hawaii should be included also. 

“Mr. Coap. Mr. Chairman. 

Mr. Brown (presiding). Mr. Coad. 

Mr. Coap. Might I make the forecast that perhaps by the time this 
bill becomes law you will automatically already have been included. 

Mr. Barrterr. That is a pleasing forecast, and one which I trust, 
Mr. Coad, will become fact soon. Thank you. 

Mr. Coav. Thank you. Nice to have you before us. 

Mr. ners (presiding). You may be excused, Mr. Bartlett. 

Those are all the witnesses we have for today. We will adjourn, to 
reconvene tones morning at 10 o’clock. 

(Whereupon, at 11:10 a. m., the committee adjourned, to reconvene 
at 10 a. m., Tuesday, May 20, 1958.) 


STATEMENT OF HON. CLAIR ENGLE, MEMBER OF CONGRESS, SECOND CONGRESSIONAL 
DISTRICT, CALIFORNIA 


Mr. Chairman and members of the committee, I am glad to have the opportunity 
to appear before this committee on the important measures now under con- 
sideration. 

I believe we have waited too long before doing something substantial to halt 
the recession. I do not agree with those who say that we have reached the 
bottom of the recession, nor do I agree that it will just go away. And I sincerely 
hope that the Members of Congress will not allow themselves to be lulled into 
col mplacenc} y by such unrealistic assurances, 

“Prophets of gloom and doom” is the common cry raised against those who 
point up the present danger. I do not think that this is an accurate description 
for those who call on the country to prepare for an imminent danger, or that 
this is alarmist talk that undermines the confidence of the people. The people 
do not want to be mesmerized into a false sense of security. They want to know 
the facts, and their confidence will soar in the face of the cold truth if they have 
some assurance that the Government is preparaing for any economic eventuality 

It is as important for us to act on long-range legislation designed to ward 
off a real depression as it is for us to enact legislation designed to cope with 
the current recessionary trend, and I believe that the three measures to which 
I shall address my remarks today answer that need. 

First, I want to express my unqualified support of the area redevelopment 
legislation before this committee. Here at long last is a realistic and far-reach- 
ing answer to the plight of the chronically distressed areas of the country that 
have suffered long periods of excessive unemployment and underemployment—a 
predicament that the present economic decline has made more acute. I believe 
this legislation is sound. It is the result of extensive hearings and much study 
by responsible legislators and economists. It embraces a broad program that 
holds out the prospect of work, of new jobs, of increased production, of expand- 
ing business, and of fuller utilization of our human resources. And, finally, it 
contains the platable feature of accomplishing this program primarily through 
self-help measures. 

Whatever the specific cause of chronic local area distress may be, the problem 
cannot be solved by a local effort alone, nor can thousands of people in these 
bad spots around the country be told to pack up and move away. The re- 
sponsibility of the Federal Government to help these areas is no longer a point 
of contention. The whole country has a stake in restoring these depressed areas 
to a state of health and vigor. Remember, an unemployed coal miner in Penn- 
sylvania is in no position to buy oranges grown in California or automobiles 
made in Michigan. In short, we cannot afford to be economic isolationists. 

And next I would like to say a few words about the community facilities loan 
legislation before this body. I cannot overemphasize the importance of giving 
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this measure top priority. I commend the Senate for its prompt action in pass- 
ing the bill and I hope the House will proceed with equal alacrity. I would 
like, however, to see the House adopt the more liberal bill providing for a 
$2% billion loan fund and for an interest rate of 2 percent. 

In this legislation we have an antirecession weapon that can be used without 
delay. This is no make-work measure. Because of the unavailability of loans 
from private sources, many communities have been forced to shelve badly 
needed public facilities—hospitals, water and sewage systems, schools, libraries, 
parks, etc. The community facilities bill, which would make low-interest loans 
available to local governments, will clear the way to get these essential projects 
moving. In my own State of California where its spectacular growth has 
created an overwhelming need for additional municipal facilities the measure 
will be of tremendous benefit, and we will lose no time in making use of it. 

We all recognize the important role that an expanded local public works 
program can play in checking the recession. The community facilities loan 
program will serve a twofold purpose: It will take badly needed municipal 
projects off the community shelves; and it will take men out of the unemploy- 
ment ranks. Certainly, it would be most regrettable if Congress failed to act 
promptly to get this positive program on the road. 

And, finally, I urge the committee not to overlook the plight of the small- 
business man. 

This committee has before it legislation providing for a small-business capital 
bank system, introduced by one of the country’s strongest and most persistent 
fighters for the small-business man, Representative Wright Patman. It is my 
understanding that similar bills have been introduced by Representative James 
Roosevelt and by a number of other Members of Congress who are acutely aware 
of the problems of small business. 

I believe that this legislation offers a real solution to the troubles of the coun- 
try’s forgotten man. In the last few years the small-business man has found 
himself shut out of the select fraternity of capital financing. Our existing insti- 
tutions for providing capital do not lend themselves to the needs of people re- 
quiring small amounts of capital. Under our laws the commercial banks are 
restricted to short-term, low-risk loans, and there are no institutions that supply 
capital to small firms such as big firms can obtain from the New York stock and 
bond markets. All this amounts to a lockout of small business. In addition, 
other circumstances have changed. Cousin John can no longer fall back on 
Aunt Minnie to help him in his little business venture. With the spiraling of 
taxes, Aunt Minnie now has her own troubles. So we have, in short, a gap in our 
system for providing either equity capital or long-term loan capital to small 
business. 

I believe that the small-business capital bank legislation would fill that gap. 
It provides for the creation of privately owned local investment associations 
which would supply equity capital to small firms. In doing so the investment 
decisions would be made by local businessmen who would be backing their deci- 
sions by risking 50 percent of their own money in each case. This is the kind of 
solution to the problem that we need—and the only one that will work in the long 
run—where the responsibility is on local private citizens. The legislation also 
provides for long-term loans to small businesses to be made by regional banks. 
And here, too, the loan decisions would be made by a bank board of 7 members, 
5 of whom would be local citizens selected on the basis of their stock ownership 
in the regional bank. So here again the loan decisions would be made by people 
who have a definite interest in making sound decisions. 

This is an important and significant piece of legislation, and I am convinced 
it contains a sound answer to the dilemma of the small-business man. 

I am confident that the three measures I have referred to will go a long way 
toward correcting the current recession. But beyond that, they are wholesome 
programs which are badly needed in times of prosperity as they are in times of 
recession. The Federal Government can no longer delay in assuming a major 
responsibility in the recessionary trend. Just as it is important for the social 
and economic health of the free world to give technical and economic aid to coun- 
tries abroad needing help, it is essential for us to give that aid to our own local 
communities who need the muscle of the Federal body to pull them out of the 
morass of economic helplessness. It is my earnest hope that before Congress 
goes home it will pass these measures. It would be well for all of us to remember 
the compelling words of Edmund Burke, “The only thing necessary for the 
triumph of evil is that good men do nothing.” 





e 
f 
r 
il 


il 
ie 


r 
e 


LEGISLATION TO RELIEVE UNEMPLOYMENT 1135 


STATEMENT OF Hon. MELVIN PRICE, 24TH ILLINOIS DISTRICT, ON LEGISLATION 
To RELIEVE UNEMPLOYMENT IN THE UNITED STATES 


Mr. Chairman, I greatly appreciate the courtesy of this committee in allowing 
time for me to present my views on the legislation you are considering on area 
redevelopment. Entirely apart from the usual sympathy everyone feels for 
communities that have fallen on hard times, we have in southern Illinois, 
where the district I represent is located, considerable need for constructive as- 
sistance of the kind represented in these measures. 

Your committee, of course, has had a great deal of experience in working on 
the details of legislation to aid communities that suffer from substantial and 
chronic unemployment. It was a source of great regret that the bill actually 
approved by the committee in 1956, under the guidance of the chairman, did not 
reach the floor of the House for a vote. It was my belief then that House 
passage of a measure might have made possible agreement with the other body. 
Surely a bill generally acceptable to majorities of both parties can be worked 
out this year. 

As you know, the Senate has passed a bill substantially similar to the measure 
approved by this committee in 1956 and on the bill introduced by my colleague, 
the senior Senator from Illinois, the Honorable Paul Douglas. A large measure 
of bipartisan agreement was reached between Senator Douglas and the junior 
Senator from Maine, Senator Payne, so that the bill reported by the committee 
and passed by the Senate is cited generally in that body as the Douglas-Payne 
bill. Both parties in their public statements have endorsed the objectives of an 
area-redevelopment bill, the President has recommended such a measure, and 
I have every confidence that this committee can work out a practical and 
helpful method of making the influence, prestige, and assistance of the Federal 
Government available to distressed communities. 

We are dealing in this field, of course, not with areas that are merely tem- 
porarily inconvenienced by the current recession, which most of the time have 
a high degree of employment and prosperity and have only recently begun to 
feel the pinch of need. We are speaking about assistance, in the form of loans 
and grants, to areas both urban and rural that continually suffer from unemploy- 
ment and underemployment, even when the rest of the country is booming. 
We are speaking also of areas that live constantly on the borderline of unem- 
ployment and underemployment, so that the slighest slippage in our national 
economy may send them over the edge. 

A year ago, for example, the country was highly employed and there was no 
thought of a serious setback in the field of consumer goods. Yet 19 of the 
major labor market areas of the country, as defined by the Department of 
Labor, had unemployment of more than 6 percent. An additional 58 smaller 
labor market areas had a so-called labor surplus of more than 6 percent, and 
most of them had been there for 2 years and more. 

Now the problem of these communities, and of the country, is quite different 
from the problems of a century ago, or even 75 years ago, when “ghost towns” 
could be allowed to spring up and then die when the mines petered out. It is 
different in rural areas today when the soil is worn than it was in earlier 
periods, when people could always move a little farther west to a new frontier 
and virgin territory. Our land is populated, explored, and there is no more 
continental empire stretching before us to be claimed. A community may get 
larger or smaller, and few would say that we should lift a finger to try to 
influence the process merely because of meddlesome anxiety. But we waste 
precious assets when we allow an economic area to wither away for lack of 
application of the techniques of revival we possess and can develop. I do not 
think it wise to assume that because of temporary crop surpluses we can waste 
our agricultural heritage: our population growth will be so spectacular that 
in the near future we shall need every arable acre for the food and fibers 
the people need. 

As you know, Mr. Chairman, I have introduced in this House a bill that 
parallels the measure sponsored in the other body by the senior Senator from 
Illinois. I believe that in its philosophy and approach it is basically the same 
as the chairman’s own bill, and that it is harmonious in purpose and machinery 
with objectives a majority in both parties can reasonably support. 

There are some things that communities in southern Illinois cannot do for 
themselves at all, others that they cannot do so well alone that they can dispense 
with assistance. 
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A community, for example, cannot alone finance the research that may make 
the products of its industry more efficient, cheaper, and therefore more greatly 
in demand. A single company or a group of smaller companies may lack the 
resources to discover highly advanced techniques to recover or process wealth 
that may be easily obtained with the application of these techniques, to the 
benefit of skilled workers and the companies and the communities. 

Credit may be needed, and may be the principal need, of a community that 
needs to attract new industry to replace other enterprise that perhaps has 
served its time. 

We may be sure that mere Federal assistance cannot supply a deficiency in 
local leadership and imagination. But assistance can aid precisely those areas 
that deserve it because the qualities of leadership and energy and imagination 
are present. It is to that kind of community that I urge this committee, in 
its wisdom, to give the needed lift. 


CONGRESS OF THE UNITED STATES, 
House OF REPRESENTATIVES, 
Washington, D. C., April 28, 1958. 
Hon. BRENT SPENCE, 
Chairman, House Committee on Banking and Currency, 
House of Representatives, Washington, D. C. 

Dear CoLLEAGUE: I understand that your bill H. R. 6215 is currently the sub- 
ject of hearings by your Committee on Banking and Currency. I am taking 
the liberty to request that the Commonwealth of Puerto Rico be included in the 
definition of “State’’ which appears on page 22 of the bill. At the present time, 
section 19 defines “State” as meaning any of the 48 States, and the term “United 
States” as meaning the 48 States. 

H. R. 6215 would alleviate conditions of excessive unemployment and under- 
employment in depressed industrial and rural areas. For many years Puerto 
Rico has lived with a condition of excessive unemployment and a like condition 
of excessive underemployment which has contributed to holding down living 
standards in the island. You may be familiar with Operation Bootstrap, a 
program of industrialization in Puerto Rico, under which some 450 new indus- 
tries have been established in the island. These are small businesses as com- 
pared with the industrial production firms in the continent and they have been 
encouraged to invest capital in Puerto Rico for the precise purpose of relieving 
unemployment and underemployment. 

Still, with Puerto Rico’s birthrate, which is higher than in the mainland, and 
with the constantly decreasing death rate, Puerto Rico’s problem of industrial- 
ization and providing employment for its people, although activity is intensely 
vigorous, is a constant one because of the continuing population increase and 
taking in review the fact that Puerto Rico commenced only about 10 years ago 
as an underdeveloped area where per capita income was about one-quarter that 
of the lowest income State. Per capita income has risen remarkably but even 
today it is approximately one-half of the lowest income State. 

The provisions of H. R. 6215 would help substantially. 

I have a bill pending before the House Ways and Means Committee, H. R. 634, 
which would extend the unemployment compensation program to Puerto Rico. 
Another bill, H. R. 635, before the same committee, would amend the social 
assistance provisions of the Social Security Act to provide that the Common- 
wealth of Puerto Rico be treated as one of the several States for purposes of 
determining the amounts of Federal payments to which it is entitled under those 
provisions. 

At the present time Puerto Rico has its own unemployment compensation pro- 
gram, but of course it is unable to do a full job with the funds available. Simi- 
larly, Puerto Rico under direct relief is currently appropriating more money 
than the Social Security Act calls for. And the Federal Government is con- 
tributing less because of the limitation in the law than is the Commonwealth 
Government. 

The Commonwealth Government is hampered by the provisions of the Sugar 
Act, which deny the right to refine more than 11 percent of the sugar production. 
There are also the coastwise shipping laws to be reckoned with. Although 
Puerto Rico is included within and subject to the restrictions imposed by the 
coastwise shipping laws, it has no alternative form of commercial transportation 
other than a very tiny fraction of freight carried by air transport. And the 
United States coastwise merchant marine imposes the highest rates in the 
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world. This is largely responsible for Puerto Rico’s living costs which currently 
average about 17.5 percent over and above the cost of living in Washington, 
D. C., thus imposing a direct hardship on the people of Puerto Rico. This in 
turn works an additional hardship on the establishment of new industries in 
Puerto Rico to such an extent that in order to attract new capital and create 
new jobs it has become necessary for the Commonwealth Government to sub- 
sidize industries by a tax exemption program. 

In a discussion of Puerto Rico’s economic situation there should also be con- 
sidered the fact that Puerto Rico is purchasing $600 million worth of goods per 
year from the United States mainland, while it is selling to continental United 
States $400 million worth per year. Indeed, 95 percent of Puerto Rico’s com- 
merce is with the United States and it occupies a position of the third best cus- 
tomer in the New World for the United States. Were economic conditions in 
Puerto Rico further improved, it could well be that Puerto Rico might occupy 
the position of second best customer in the New World or even first best cus- 
tomer. Continued depression in Puerto Rico, however, has prevented this from 
occurring. Undoubtedly the placing of adequate props under Puerto Rico’s econ- 
omy would assist in great measure in this direction. 

I go into the length of this letter in order to explain something of Puerto 
Rico’s position in connection with the purpose of H. R. 6215. I hope you will 
agree that this legislation should be extended to include the Commonwealth 
of Puerto Rico. 

If there is any further information which you think the committee would be 
interested in having in this respect, I should be most happy to furnish it or to 
provide competent witnesses to appear before your committee. 

Sincerely yours, 
A. Frrn6s-IsErn, 
Resident Commissioner. 
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TUESDAY, MAY 20, 1958 


House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10 a. m., Hon. Paul 
Brown, presiding. 

Present: Representatives Brown, Patman, Multer, Sullivan, Coad, 
Breeding, Talle, Widnall, McVey, Bass, Siler, Henderson, and 
Chamberlain. 

Mr. Brown. The committee will come to order. I am sorry our 
chairman is unable to be here this morning. 

Our first witness is Hon. Abraham J. Multer, of the 13th District of 
New York. 

Mr. Multer, you may proceed. 


STATEMENT OF HON. ABRAHAM J. MULTER, A REPRESENTATIVE 
IN CONGRESS FROM THE 138TH DISTRICT OF NEW YORK 


Mr. Mutter. Mr. Chairman, if it is agreeable to the committee, I 
will ask that my complete statement be made a part of the record. 
I think that will meni matters and then I will highlight it for you 
and submit to any questions that may occur to the members of the 
committee. 

Mr. Brown. That may be done. 

(The prepared statement of Mr. Multer follows :) 


STATEMENT OF REPRESENTATIVE ABRAHAM J. Mutter (Democrat OF 
New York) Berore tHE House BANKING AND CURRENCY COMMITTEE 


Mr. Chairman and members of the committee, I appreciate the 
privilege of appearing before you today in an effort to help in some 
smal] way in your deliberations on a very complex problem confronting 
the American public and the Congress. 

Like many Members of the Senate and the House, I have introduced 
bills to provide financial aid and assistance to small business. 


NEED FOR A NEW LEGISLATIVE APPROACH 


If the 4 million small-business concerns so vital to our free enter- 
prise system are to continue to exist, we here in Congress must find, 
as quickly as possible, a method whereby the financing so necessary 
to the life of a small-business concern will be made more readily avail- 
able. Not only must we address ourselves to the problem of loans 
to small business but we must also establish methods of making avail- 
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able risk capital—now almost nonexistent—for these smal] businesses, 

My bill, H. R. 10980, is known by the title “Small Business Invest- 
ment Corporation.” Its purpose is to furnish needed equity capital 
to small-business concerns in the United States. 

Today, we can all agree (1) that the growth and development of 
small business is essential to the continuing vitality and expansion of 
a sound national economy; (2) that small-business concerns in the 
United States are increasingly in need of equity capital money with 
which to finance their growth and development; (3) that such money 
must come from either loans or risk capital or both; (4) equity risk 
capital is unfortunately rarely available for this purpose; and (5) 
until private enterprise adequately perform this task, the Federal 
Government must fill the void. 


THE SMALL BUSINESS ADMINISTRATION 


This committee favorably re ported and the House last year passed 
by an overwhelming vote of 393 to 2 H. R. 7963. It represents the 
clear and unequivocable attitude of the House that the Small Business 
Administration should be a permanent agency. The financial assist- 
ance program of the Small Business Administration covers only the 
loan feature—both for business loans and disaster loans. But unless 
and unti] this agency is made permanent by Congress, it cannot and 
it will not fully accomplish the mission for which it was created. 

There are many who urge that the authority of SBA is too limited 
and too restricted. Some urge the maximum amount of the loans is 
too low. Others say 10 years is too short a term. If a majority of 
this committee endorses either or both of those suggestions, then I say 
amend the SBA Act so as to accomplish those additional lending 
functions. 

But I beg of you, do not create a new lending agency for that pur- 
pose. There are those of our colleagues who rightfully complain that 
SBA has not in all respects implemented the intent of Congress. 
Some of those complaints are properly laid at the door of poor ad- 
ministration. The blame for others is ours, that of the Congress, 
because of the provisions we wrote into the law. 

On the administration end, SBA has learned and is learning from 
experience and is doing, and I believe will continue to do, a better 
job. Wecan help them. 

If we continue to insist on the elimination of the loan policy board, 
we will at once make the agency more amenable to the legislative 
will and intent and, at the same time, eliminate the big business views 
and influence of the Treasury and Commerce Departments. If we 
make SBA permanent, the agency will be able to retain experienced 
personnel. Because of its temporary nature, as fast as SBA trains 
good men they move on to other positions that give assurance of 
permanent tenure. In addition, SBA will get more and better coop- 
eration from private industry and private banks if it has permanent 
status. 

A most important reason for continuing SBA is the important Gov 
ernment procurement role it plays for small business. There is no 
other agency set up to do that job. No other agency has ever really 
tried to do it. None of the other bills before the Congress sick to set 
up an agency to assume that task. 
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This phase of my testimony is fortified by the opinions of the small 
independent b: unkers of our countr y as m: ade known by them to the 
National Federation of Independent Business. 


A NEW AGENCY TO SUPPLY EQUITY CAPITAL 


I also urge that you report to the House for its consideration a bill 
which can be expeditiously adopted by Congress to supply the long- 
needed risk capital for small business. 

I have no pride of authorship and I am confident that no Member 
of either body insists that his own bill is the only answer or the com- 
plet e answer. We are all concerned with attaining one goal and that 
is enactment of legislation which is in the best public interest of the 
country at large. 

H. R. 10980, introduced by me was based upon extensive hearings 
held by the House Small Business Committee, of which I am priv ileoed 
to be a member, and chaired by our able colleague from Texas, Hon. 
Wright Patman. At those hearings we received testimony from repre- 
sentatives of small and large business, as well as from economists and 
experts in the field of financing. 

The Honorable Edward T. McCormick, president of the American 
Stock Exchange, in his statement recommended to the House Small 
Business Committee on November 22, 1957, that Congress should set 
up a closed-end investment trust with both the Government and private 
investors participating in the initial capitalization to provide equity 
‘apital for small business. 

There emerged from these hearings several important conclusions. 

Small business concerns require permanent capital which can be 
kept invested without the need to meet frequent interest payments. 
The most logical source for such funds is investment capital. How- 
ever, it is apparent that small business concerns, though they have 
good records and bright prospects, cannot compete for such money 
with the well-known large firms. Big business enjoys a near monopoly 
of currently available investment funds. 

Equity capital will permit greater flexibility in the business opera- 
tion of the firm. Expansion to increase production and develop new 
ideas becomes possible. The credit base is expanded, permitting bor- 
rowing from the commercial banks and easing relations with suppliers 
and customers. 

H. R. 10980 establishes a mechanism which may well be the solution 
toa permanent problem of small business. 

It provides its own procedure for removing Government from the 
investment business. 

The Corporation will eventually become a wholly, privately owned 
institution. 

This is the most simple direct way of meeting the problem and the 
agency will not be in competition with any existing Government 
agency. 

On February 3, 1958, I introduced a bill, H. R. 10453, which is the 
same as H. R. 10345, thi it of the distinguished gentleman from Texas 
[Mr. Patman], and of many others, and which is referred to as the 
small business capital bank bill. 

I am still in favor of the general principle of that bill. I offered 
my bill, H. R. 10980, as another approach to the same problem. 
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WHY TWO AGENCIES INSTEAD OF ONE? 


My bill, H. R. 10980, differs from the others, H. R. 19345 and H. R. 
10453, in two important respects : 

First, it provides for immediate participation in this financing by 
the general public. 

Secondly, it omits the lending function found in those bills and in- 
instead provides only for supplying investment capital. 

I am firmly convinced that the two functions cannot be operated 
successfully in one institution or in one organization. 

The lending officer must be schooled in the philosophy of advancing 
money, for a limited time, for a fee—interest—fixed at the time of the 
advance, and conditioned on reasonable assurance of repayment. 

The investing officer must be schooled in a philosophy which is al- 
most the direct opposite, to wit, appraising the risk probabilities that 
will warrant advancing money for an indefinite time with no promise 
of refund but with reasonable assurance that profits will be earned 
sufficient to return the advance in varying installments—dividends— 
which continue even after the original capital has been repaid out of 
profits. 

The business and banking world has long recognized that those two 
functions should be kept separate and distinct. 

The great majority leader of the Senate, Hon. Lyndon Johnson, has 
introduced S. 3651 which has been cosponsored by many Senators and 
is another approach to this important problem. A similar bill, H. R. 
10345, has been introduced in the House by Hon. Wright Patman. 
The able majority leader stated before the Senate on April 21, when 
he introduced his new bill, S. 3651, that this is a new approach to the 
problem and that he is confident that the committee will select the best 
and most workable features of the various bills introduced on the 
subject. What we all want is a good law which will successfully sup- 
ply the long-term equity capital needs of small business. 


A POLICY BOARD DILUTES CONTROL 


I have read those last mentioned bills and I reluctantly find that I 
must disagree with at least one important feature thereof, the creation 
of a Small Business Policy Board. 

Since the enactment of the Small Business Act of 1953, as amended, 
attempts have been made in both Houses of Congress to eliminate the 
Loan Policy Board, created by section 204 (d) of the Small Business 
Act of 1953, as amended. H. R. 7963 accomplishes that end. The 
SBA Loan Policy Board has hampered and impeded its operations. 

The Loan Policy Board called for by S. 3651 adds an additional 
official to the Board, namely, the Administrator of the new Small 
Business Investment Administration. That provision will not remedy 
but rather perpetuate a bad situation. The Cabinet officers, the big 
business representatives in Government, will continue to dominate, 
and I am afraid will stifle, what should be the friend and sponsor and 
helper of small business. In 1955, in a report issued by a subcom- 
mittee of the House Committee on Small Business, House Report 
1045 of the 84th Congress, ist session, of which I have the honor to 
be chairman, we unanimously agreed that : 

“* * * the procedure of the Loan Policy Board appears to delay 
important decisions and hampers efficient administration rather than 
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serving to expedite the important lending functions of the act. In 
view of the foregoing experience, this subcommittee recommends that 
section 204 (d) of the act be repealed. The subcommittee feels that 
the responsibility and jurisdiction for the policies, as well as the opera- 
tions, of the Small Business Administration should lie solely within 
the administration of the agency. It is clearly the intent of the Con- 
gress that the Administrator be responsible for the activities and func- 
tions of the agency and that the agency be wholly independent and 
unaffiliated. * * *” . 

That report was unanimously adopted by the full committee. 

Experience has also taught us some of the shortcomings of the 
Small Business Administration. Despite the fact that it has been 
created as an independent agency, it has failed to act as an independ- 
ent agency and has been under the thumb of the Secretary of the 
Treasury and the Secretary of Commerce. 

Section 201 of S. 3651 establishes a policy board. Its functions are 
outlined in section 202 (b) as the coordination of the activities between 
the Small Business Administration and the Small Business Investment 
Administration. The Board is to establish under section 202 (a) the 
general policy governing the approval and disapproval of applications 
for financial assistance for both the Small Business Administration 
and the Small Business Investment Administration. 

As I have previously stated, I am firmly convinced that both the 
lending functions and the financial functions cannot be blended suc- 
cessfully in one institution or one organization. One is based upon 
the philosophy of advancing money for a fee or interest with a definite 
guaranteed promise of repayment at a fixed time or times—the other 
upon the philosophy of investing money based upon the risk probabili- 
ties, which warrant putting the money out for an indefinite period of 
time with no guaranty of return. 

Unless we have independent, unaffiliated agencies, both for lending 
and investment purposes, with responsibility resting with the agency 
itself, we must expect the thinking of the Secretary of the Treasury 
and the Secretary of Commerce to prevail. That is not to say that 
they may not confer and consult and in appropriate fields even coop- 
erate. But the responsibility should be that of the operating head of 
the agency and not shared with some other official of the executive 
department of Government. 

The SBA lending function is a successful program, even if not 
broad enough. This new and untried investment program may or 
may not succeed. We hope it will. But until it does, let us not risk 
losing the benefits of a good program because of any deficiencies or 
losses that may occur in the new one. 


ANALYSIS OF H. R. 10980 


At this point, I would like to present a section by section analysis 
of my bill. 
Section 1 

The act is to be cited as “Small Business Investment Corporation.” 


Section 2 


The policy of the Congress and the purpose of the act are to provide 
small business concerns of the United States with an adequate source 
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of equity capital and thereby promote their growth and development 
in the interest of a sound, vital and expanding national economy. 


Section 3 
Defines various terms used in the act. 
Section 4 
(a) Creates the Smal] Business Investment Corporation. 


(b) Declares that the objective of the Corporation is to carry out 
the purposes of the act by supplying needed equity capital. 


Section 5 

(a) Creates a Board of Directors to administer the Corporation. 

(b) Establishes the method of appointment of the Board while the 
Government still owns capital stock in the Corporation. 

(c) Establishes the term of office of the Board of Directors. 

(d) Sets the rate of compensation for the Board. 

(e) Establishes travel allowances. 

(£) Sets the method of electing offices of the Board with a rotating 
chairmanship and fixes a quorum as three members of the Board. 

(z) Gives the Board power to adopt rules and regulations. 

(h) Establishes procedures for selection and election of members 
of the Board at such time when the Government ceases to own any 
capital stock. 


Section 6 

(a) Sets forth the method of appointing an Executive Director of 
the Corporation. 

(b) Establishes the compensation for the Executive Director along 
with allowances for travel. 

(c) Fixes the duties of the Executive Director. 

(d) Enumerates the general powers of the Executive Director (such 
as the hiring of employe ees and the acquiring and disposal of property 
in connection with the functions of the ac t). 


Section 7 
Provides the powers of the Corporation, including: 

(1) establishment of bylaws consistent with the act and the 
manner in which business is : be conducted both before and after 
the time when all capital stock subscribed for by the Secretary of 
the Treasury has been retired ; 

(2) the adoption and use of a corporate seal ; 

(3) the right of succession ; 

(4) the making of contracts; 

(5) the right to sue and be sued; 

(6) the right to acquire, hold and dispose of property (real, 
personal, or mixed) ; 

(7) the deletion of incidental powers to the Board in order to 
carry out the functions vested in it by the act. 


Section 8 

(a) Initial capitalization of the Corporation of $20 million, one- 
half of which shall be subscribed for and paid in by the Secretary of 
the Treasury immediately upon the establishment of the Corporation, 
and which shall be retired in full at the earliest practicable time, the 
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other one-half shall be offered for sale to the general public at par. 
The stock shall have a par value of $100 per share. 

(b) Provides for additional funds by issuance of bonds to carry 
out the purposes of the act with a maximum ceiling of $500 million 
including the purchase by the Secretary of the Treasury of $250 
million. The obligations sold to private investors shall not be guar- 
anteed by the United States nor constitute a debt or obligation of the 
United States. 


Section 9 

(a) Gives power to the Board to promulgate standards to deter- 
mine the eligibility of small business concerns for assistance under 
the act. 

(b) Grants power to the Board to hold interests in unincorporated 
small business concerns which meet the standards established by the 
Board. 

(c) Requires as a condition for the obtaining of any assistance that 
the applicant invest in the Corporation’s stock a sum equal to at least 
10 percent of the amount advanced by the Corporation to such small 
business. 

(d) Grants power to the Board to sell the stock of the small business 
concerns on the open market (after first giving the issuing small busi- 
ness concern an opportunity to repurchase or retire such stock). 


Section 10 


Provides for the payment of expenses and distribution of earnings 
and establishes a priority by which such distribution shall be made: 
(1) provides for the retirement of the capital stock subscribed 
for by the Secretary of the Treasury under section 8 (a). 
(2) provides for the retirement of the obligations issued to 
and purchased by the Secretary of the Treasury under section 
8 (b). 
(3) provides for distribution of earnings to the holders of obli- 
gations issued to private investors under section 8 (b). 
(4) provides for payment of dividends on its capital stock. 


Section 11 

Provides for the administration of the Corporation when all money 
invested by the Secretary of the Treasury under sections 8 (a) and 
8 (b) has been repaid. 
Section 12 

Provides for annual reports to Congress during such time as any 
capital stock is owned by the Secretary of the Treasury. 
Section 13 

Provides for the publication of regulations by the Corporation. 


GETTING THE GOVERNMENT OUT OF THE BUSINESS 


Mr. Chairman, the bill which I introduced, H. R. 10980, attempts in 
as simple fashion as possible to provide the needed equity capital for 
small business. It should be noted that although initially there is an 
investment of Government funds, provision has been made to retire 
such Government funds and return this important function to private 
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capital. The bill introduced by Senator Johnson and the other spon- 
sors creates a new agency and makes no provisions for its eventual 
ownership by private enterprise. 

My bill, H. R. 10980, does contain a mandatory provision which will 
eventually cause pr ivate enterprise to own this Corporation and carry 
on its operations, if they prove successful. 

The provision in the Johnson bill, S. 3191, section 404, provides for 
compulsory investment by the sm: all concern in the private investment 
company but not in the overall agency which will finance the invest- 
ment company. 

MISCELLANEOUS PROVISIONS 


The provisions in S. 3191, section 304 (deposit of funds and contri- 
butions to retirement and dis: ibility funds) ; section 408 (tax treatment 
of losses and gains) ; sections 701 and 702 (repeal of section 13b of the 
Federal Reserve Act—capital loan provisions) ; section 703 (purchase 
of the new obligations by Federal Reserve banks) ; and sections 801- 
805 (criminal provisions) are not in my bill but should be in any bill 
that is enacted. 

A necessary provision for any bill that may be enacted and over- 
looked in all bills that I have reviewed, including my own, is a section 
requiring annual audits and reports by the General Accounting Office. 
I trust such a provision will be included in any bill you report. 


CONCLUSION 


One final word about the Board of Directors called for by my bill 
(H. R. 10980) and the Administrator called for by the Johnson bill 
(S. 3191), to point up a fundamental difference. 

if the new instrumentality we create to do this job is to be an agency 
then, of course, an administrator is called for; if a corporation, then a 
board of directors is necessary. 

If it is an agency, we may expect it will remain for all time a part 
of the Government. If, eventually, it is to be privately owned, a corpo- 
ration is indicated as the more proper method of operation. 

Quite apart from that, however, we are here embarking upon a new 
and untried field of Government endeavor. Its pitfalls will be many. 
Its complexities are very great. 

Ordinarily, I favor one-man responsibility in Government depart- 
ments. Eventually that may make for more efficiency even here. But, 
at the start, I believe, whether agency, bureau, department, or corpo- 
ration, we should enlist the services of at least three outstanding, 
experienced persons who will devote their full time to setting up and 
attempting to make work effectively and efficiently this new facility. 

That is a far cry, however, from having a policy board do the job. 
The board I refer to is one which will be charged with making and im- 
plementing policy and which will have no outside duties or conflicting 
interests. 

If we truly believe in free enterprise and competition, we must enact 
an equity risk cs apital bill immediately. We must take this action now 
and breathe life into what remains of free and fair competition. The 
responsibility is ours. Let us reassert our faith in our way of life 
and fulfill our pledges and responsibilities by enacting the programs 
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which we know are necessary to maintain a healthy, competitive 
economy. 

Mr. Chairman, it is, of course, a privilege to attend here and 
be permitted to give this testimony on this all-important subject 
that we are considering. I am sure that when it comes to the 
consideration of these various bills in executive session we will have 
in mind that while we may be in the midst of a recession or depres- 
sion or economic crisis, that many of the causes, while we cannot 
pinpoint them, undoubtedly stem from basic situations that need 
correction. 

For instance, the depressed areas bill which we have been con- 
sidering, I think, touches upon a chronic situation that needed at- 
tention for many years. If we can bring forth the proper kind of bill, 
I think we will go a long way toward preventing the recurrence of 
economic crises such as the one we are in today. 

The same, I think, can be said for the community facilities bill 
which we are considering, and surely the same can be said of the 
various bills that have been introduced, dealing with additional aid 
to small business. 

I don’t pretend to be able to indicate what is the cause of today’s 
economic difficulties, but I think it is safe to say that all of these 
various situations have at least contributed somewhat to the situa- 
tion. While the correcting of any one of these situations alone can- 
not do the whole job, it may help in some measure to bring us out 
of this recession. I think a combination of many of them is required 
—tax revision, tax cutting, tax adjustment or readjustment, whatever 
you want to call it, will certainly have some impact upon the situa- 
tion, and permanent legislation along the lines of the depressed areas 
bill, the community facilities bill, and a small-business investment or 
risk capital bill, will certainly go a long way toward helping get us 
out of the present situation and preventing a recurrence thereof in 
future years. 

I would like to address myself specifically to the series of bills which 
are intended to aid small business. As you know, there is the Talle 
bill, the Patman bills, and the Multer bill. 

I think that we must bear in mind that there is a difference between 
equity capital and money that is loaned or advanced for a term, 
whether short or long. 

If small business cannot get along without equity capital, then we 
must set up a means of supplying that equity capital. That is quite 
apart from the loans that are made and that are being made by pri- 
vate banks and which are supplemented by the lending facility of the 
Small Business Administration. 

Now, the Small Business Administration is doing a fairly good 
job. I think it can do a better job. I am firmly of the opinion that 
if the bill that we passed last year should be passed by the Senate, 
making it a permanent agency, and dispensing with the Loan Policy 
Board, the Small Business Administration will do a much better job 
than it has been doing. 

Bear in mind that the Small Business Administration not only 
sarries on a lending function, but also a function that is done by no 
other agency of Government, and that is giving counsel, advice, and 








1148 LEGISLATION TO RELIEVE UNEMPLOYMENT 


help to small business in the procurement field, as well as in the gen- 
eral operation of the small-business firms. 

To put into that Administration an additional function of extend- 
ing investment capital to small business, I think, might very easily 
destroy the Small Business Administration. This is definitely an ex- 
periment. I hope it will work. But if it doesn’t work then it ought 
to be in a temporary agency which we can wind up, without its bad 
experience affecting what should be a permanent administration, to 
wit, the Small Business Administration. 

So I strongly urge that if we finally decide that small a needs 
help by way of investment for equity or risk capital, that it be done 
by means of a new agency, set up on a temporary basis to begin with, 
and if it makes good, make it permanent, but not to mingle that fune- 
tion with the function of the Small Business Administration. 

I urge that, in the beginning, this new agency should, whe _ it be 
an agency or a corporation, or a bureau, or a department, « ‘a com- 
mission, that it be headed not by 1 person but by 3 people, ine awn from 
the business community of the country, to not only make policy, but 
to administer the policy. I think it should be independent of the 
Treasury Department, it should be independent of the Commerce De- 
partment, it should be independent of the Small Business Administra- 
tion. That does not mean, however, that they should not consult, con- 
fer, and cooperate, but I do think that in the first instance, we ought 
to have an organization that will both make policy in accordance with 
the congressional intent, and implement it. 

Now, I have set forth in my formal statement an analysis of my bill, 
H. R. 10980. I will not take the time to read that or indicate the var- 
ious provisions thereof. I think that more properly could come dur- 
ing the executive sessions of the committee, when we decide to mark 
up one or more of these bills. 

I would like to refer to one of the features that is in the Multer 
bill, H. R. 10980. I think it is important that it be included in any 
bill enacted, and that is that there be written into such bill, self- 
executing provisions to get the Government out of the organization 
if it should succeed. I think those provisions are not found in any 
of the other bills that are before us. I think it is important that, while 
we must use Government funds in the first instance to get this organi- 
zation off the ground and get it operating, there should be written 
into the bill, whatever bill we bring forth, provisions which will be 
self-executing and mandatory in nature, so that the Government will 
eventually get out of the business if it does succeed. If it does not 
succeed, we will wind it up and the Government, of course, will have 
to take its loss. On the other hand, if it does succeed and we want 
to make it permanent there should be the machinery within the law 
at the time we enact it so as to get Government out and make it a 
strictly private enterprise after it does succeed. 

Now, there are various provisions in the many bills before you 
which I think can be incorporated into one bill. Some of them are 
found in S. 3191, some of them are found in Mr. Talle’s bill, some of 
them are found in the Patman bill and some in mine. 

For instance, in the Talle bill and in my bill you will find provisions 
as to treatment of losses and gains, tax treatment. I think, no matter 
whose bill they are in presently, those provisions should find their 
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way into the final bill we do report. I think they are important pro- 
visions that will help the overall situation if incorporated in the 
law that is ultim: itely enacted. 

There is one provision which I believe should be in any bill that we 
bring forth, which is not found, as of this moment in any of the bills 
thus far introduc ed and that is a provision requiring that in any 
organization that is set up, no matter what we call it, there should 
be | provision for the General Accounting Office to audit and report 
to the Congress, quite apart from any provision requiring this new 
agency or organization to report to the Congress as to its opera- 
tions. In addition to that, I believe, there should be a provision 
written into any law we enact that will require the General Account- 
ing Office, not to make policy, but to audit and review and report 
to the Congress what the organization is doing, so that we can be ap- 
prised from that independent source, of all that is done by the organ- 
ization we set up. 

We heard some testimony from Mr. Barnes in connection with 
these bills, and one point he made was that this new facility, if es- 
tablished, should be turned over to the Small Business Administra- 
tion for operation. I have already indicated my disagreement with 
that thought. Having in mind that the majority of this committee 
may feel otherwise, I w vant to suggest to you that if, in the final analysis, 
you decide to put this new facility into the Small Business Adminis- 
tration, please do not do as suggested by Mr. Barnes. He asked that 
his agency be given the authori ity to do that which is now vested in 
the Securities and Exchange Commission. He suggested that the 
Small Business Administration would be the proper agency to re- 
view the operations of any of these companies that are organized in 
accordance with these new methods, that instead of the SEC continu- 
ing to have jurisdiction over all stock issues and proxy solicitations 
in connection therewith, and the like, that SBA should be authorized 
to do that. I think that would be a mistake. I think SBA would 
have to try to learn all of the things that SEC now has learned and 
is now doing, and it would be a duplication of their function. That 
function should remain with the Securities and Exchange Commis- 
sion, no matter whether it be a new agency that will operate this 
facility, or whether it be the Small Business Administration which is 
given the authority to take it on. 

I believe that it is almost self-evident, from the operations of the 
Small Business Administration, that if we are to give that adminis- 
tration this new authorization and this new power, they would have 
to put on many new men, they would have to bring into their present 
organization, at additional expense, of course, additional personnel. 
I think it would be much better that that be done by a new agency 
rather than the Small Business Administration. 

That, Mr. Chairman, and members of the committee, is my presen- 
tation in the main, and I will be very happy to try to answer any 
questions that may occur to you. 

Mr. Brown (presiding). Dr. Talle 

Mr. Tatxie. Mr. Chairman, I would like to have Mr. Multer hear 
this to find out. whether there is any objection to it. I read your 
statement supplied me by mail, Mr. Multer, and this is my comment. 
May I read it? 
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Mr. Brown (presiding). You may do so. 

Mr. Tare. On reading the statement supplied by mail, Mr. Multer, 
I note the basic similarity between your proposal for a Small Business 
Investment Corporation and that embodied in my bill, H. R. 11576. 
As you have indicated the Small Business Investment C orporation 
which you propose is a closed-end investment trust for the specialized 
purpose of investing in stock of small-business concerns. 

As you know my bill would utilize State and local development 
corporations to funnel equity-type investments into small-business 
concerns. You would agree would you not that a State or local 
investment association is a localized, specialized form of closed-end 
investment trust ? 

My bill uses the State and loca] investment association approach 
because already there are more than 2,000 of these in existence and 
they have had considerable experience in dealing with small-business 
investment problems in their own areas. 

As you indicated this is a new field for activity on the part of the 
Federal Government and I am very hopeful that out of all the pro- 
posals before the committee we can forge a piece of legislation that 
will truly be helpful to small business. 

I would like to put that in at the close of your comment. 

Mr. Mutter. I appreciate your comments, Dr. Talle, and I do hope 
that we will be able to get something out in executive session which 
will indicate the nonpartisan approach this committee has always 
taken on these pa of small business. I have no pride of au- 
thorship in my bill. I do hope we can bring out a good bill to ac- 
complish the purposes sought by your bill, my bill, and the other 
bills introduced. 

Mr. Taiz. Iam in full agreement with that. 

Mr. Brown. Mr. Multer, we are very glad to have your splendid 
statement. We have five other witnesses and we would like to pro- 
ceed as quickly as nossible. So you are excused. 

Mr. Mutter. Thank you, sir. 

Mr. Brown. Our next witness is the Honorable Kenneth J. Gray, 
25th District of Illinois. Come around, Mr. Gray, please. 


STATEMENT OF HON. KENNETH J. GRAY, A REPRESENTATIVE 
IN CONGRESS FROM THE 25TH DISTRICT OF ILLINOIS 


Mr. Gray. Thank you very much, Mr. Chairman, and members of 
this fine committee. I am indeed grateful for the opportunity to 
appear once again before your committee in support of a bill to aid 
economically distressed areas. 

I am proud to be one of those Members who has consistently intro- 
duced and supported area redevelopment legislation. I first want to 
take this opportunity to congratulate my friend and neighbor, the 
chairman of this committee, Mr. Spence, Mr. Brown, and the other 
distinguished members who have done so much in the past to aid the 
people. of the United States. 

I know that the work of this committee will be deeply appreciated 
by the millions of unemployed people of America. I have the honor 
of representing the 15 southernmost counties in the State of Tllinois, 
and before settling down, Mr. Chairman, to the true facts concerning 
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our economic conditions as they now exist, please let me preface my 
remarks by saying that due to coal and fluorspar mine closures and 
other factors, the economy of southern Illinois has been slipping for the 
past 12 years. The people of this region, through their chambers of 
commerce, Southern Llinois, Inc., Southern Llinois University, com- 
munity development programs and other groups have done an out- 
standing job in trying to promote private industry to our region to take 
up some of the inemployment slack; however, the decline has been 
greater than the progress. Southern Illinois is made up of fine peo- 
ple, good schools, churches, and bounded on both sides by two of the 
greatest navigable streams in the world, the Ohio and Mississippi 
Rivers, but is severely hurt economically and if some type of Federal 
assistance is not rendered thousands of people will continue to suffer 
and be forced to receive public aid, or leave the area. In the past 5 
years approximately 380,000 people have left the area to find employ- 
ment elsewhere. Approximately 2 25,000 able-bodied men and women 
remain unemployed in my district. According to the latest figures 
from the Illinois Public Aid C ommission, there are approximately 60,- 
000 persons receiving surplus food in the 17 lower counties of south- 
ern Illinois. This cert: ainly is not a healthy situation. 

As I said in my opening remarks, we are doing everything we 
can to help ourselves and much progress has been made; however, if 
the situation is to be corrected, we must have outside help. Since I 
have testified on this subject before, I do not intend to burden the 
committee with long testimony concerning the need for assistance. 

I am sure that is an evident fact to any one who takes time to study 
the facts. 

I will give my hometown of West Frankfort as an example of 
what has been happening to southern Illinois communities over the 
yast several years. 

The 1940 census listed my hometown population at 15,700. The 
official 1950 census showed 11,400 and a recent Southern Llinois Uni- 
versity census gave us less than 9,000 people. Witnesses appearing 
before this committee wearing rose-colored glasses cannot dispute these 
cold facts. When a community loses almost 50 percent of its prewar 
population, something is drastically wrong and certainly no one can 
argue that this type of community is not in need of assistance. Speak- 
ing for my hometown, I can say that every effort has been made to 
help ourselves. U nemployed coal miners and others who could not 
afford it, have contributed to an industrial fund to induce private in- 
dustry to locate, however, we need many things to attract industry 
that our local people are not able to provide. That is the real reason 
why Congress must recognize its responsibility and aid these areas 
suffering from chronic unemployment. 

During recent testimony before this committee, our Governor, the 
Honorable William G. Stratton, gave a report on our area needs that 
was entirely too optimistic. Alibensh the Governor’s comments may 
have been intended as a commendation of our efforts to replace lost 
coal and fluorspar miner jobs with factory employment, an incon- 
sistency exists that I hope can be clarified and corrected. 

It is true that in the last 12 to 15 years we have been successful in 
attracting and developing 12,000 to 15,000 manufacturing jobs. Coal 
mining jobs have declined at a much greater rate, however. So many 
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of our miners who lost jobs are 40 years of age or over. New manu- 
facturing concerns are reluctant to employ men in that age bracket 
when there is a lar ge labor surplus of younger men. Then, too, another 
thing the Governor for got to mention is the fact that many of the 
above-mentioned factor y jobs are occupied by women which certainly 
does not balance out a miner’s lost job for a factory job as he indi- 
cated. When an ex-coal or fluorspar miner is unemployed and is 40 
to 55 years of age, he faces a long, uncertain wait until his social- 
security halal a are available. Ofttimes his skills acquired in the 
coal mines are not transferable to manufacturing operations. Gen- 
erally, he started working in the mines at an early age and terminated 
his education before he developed any special talents or skills that 
industry wants. 

I have many close friends and neighbors in my district who are 
caught in exactly “. predicament I described. To further point out 
the fallacy of the Governor’s argument that everything is rosy, I 
would like to read into the record at this point from a United Press 
dispatch dated May 1, 1958, quoting the Governor’s own commissioner 
of unemployment compensation when he said that Illinois had a 
threefold increase in unemployment in the State during the week end- 
ing April 19 compared to the same figure for last year. The unem- 
ployment commissioner lists 201,450 applicants compared to 73,684 
for the same period last year. 

This, of course, does not take into consideration those who are unem- 
ployed and are not covered by unemployment compensation. This 
figure numbers into the thousands in my district alone. 

I firmly believe the passage of an area redevelopment bill will in 
time provide badly needed facilities to attract and develop more indus- 
trial jobs. I would like to discount some of the arguments made by 
the opponents of this type legislation when they argue that it would 
mean taking jobs away from one section and giving them to another. 
I, of course, cannot speak for the entire United States, but from past 
experience in locating industry in southern Illinois this has definitely 
not been the case. Each plant we have been able to locate in our area 
has been an expansion of facilities for a manufacturer or has been a 
new venture entirely. We have the Norge plant of Borg Warner 
Corp., the Allen Industries, and Sangamo Electric Co. All of these 
were expansion programs and did not dis splace one worker in any other 
section of the country. Local funds for building buildings and making 
improvements were needed as an inducement for these companies to 
expand and locate in southern Illinois. Here is where Federal assist- 
ance can be very helpful because local money is not available to do an 
adequate job. 

Mr. Chairman, on behalf of all of the fine people of southern TIli- 
nois, may I strongly impress upon you and each member of this com- 
mittee the great need for immediate action in an effort to alleviate 
the unemployment situation existing not only in southern Illinois, 
but in other economically distressed areas of our country. We do 
not ask for handouts but merely be given some tools with which to 
help ourselves. 

In addition to the area redevelopment bill, I would also like, in 
closing, to mention the community facilities bill now pending before 
this committee. I introduced and wholeheartedly support the ob- 
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jectives of this bill also. It will render a different type of assistance 
and I firmly believe both are needed. 

Thank you very kindly for your attention and for the opportunity 
to testify before your splendid committee. 

Mr. Brown. Thank you very much, Congressman. 

Our next witness is Hon. Robert Hale of the First District of 
Maine. 


STATEMENT OF HON. ROBERT HALE, A REPRESENTATIVE IN 
CONGRESS FROM THE FIRST DISTRICT OF MAINE 


Mr. Hare. Mr. Chairman, members of the committee, I do not at 
this time intend to recite statistics on unemployment, distressed areas, 
or small business. ‘This committee has been holding hearings for sev- 
eral weeks now on these problems. I’m certain you are well ac- 
quainted with the facts. You well realize that something should be 
done to aid distressed areas, cut unemployment, and strengthen small 
business. Thus your major concern now is probably what, or how 
much, should the Federal Government do. 

In answering this question, I think we should use sound, time-tested 
criteria. The Federal Government should do what the ‘people can- 
not do adequately by themselves, it should help the people help them- 
selves, and it should withdraw when the need for assistance has 
ended. 

With this basic philosophy in mind, I should now like to discuss 
two proposals before this committee. One would provide Federal 
assistance for areas of chronic unemployment. The other would make 
equity capital and long-term credit more readily available to small- 
business concerns. 

Both proposals are in accordance with the criteria I have suggested. 
I support them and strongly urge committee approval and. early 
House action. 

Let us look first at aid for distressed areas. Certainly it is obvious 
that the economies of these areas should be strengthened. We cannot 
tolerate persistent unemployment and distress in a country with so 
many resources. 

The queestion is, Can the communities or States involved do the job 
adequately themselves? The facts seem to indicate that they cannot, 
although not because they aren’t trying. On the contrary, many 
communities and States are making herculean efforts to restore eco- 
nomic health to distressed areas. 

Secause of its efforts to recover from a loss of 4,000 jobs in 1954, 
when a woolen textile mill shut down, Sanford, Maine, located in the 
district I have the honor to represent, has received national recogni- 
tion as “The town that refused to die.” The people of this town went 
to work, and since that time they have attracted nine new industries 
with an estimated or projected employment of 2,340 workers. 

Despite these efforts, however, the Biddeford-Sanford area in 
Maine is still classified as one of substantial labor surplus, as it has 
been since 1954. Latest figures showed 19.9 percent of the labor force 
still unemployed. Textile job losses in the twin cities of Biddeford- 
Saco have pushed unemployment there to 30 percent. 
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The State of Maine has worked on this problem, too. Our State 
was the first to — a privately financed development credit corpora- 
tion in 1949. A department of economic development was created in 
1956, and the Maine Industrial Building Authority in 1958. Other 
communities and States have likewise gone ahead on their own, but 
many of them can’t adequately do the job themselves. 

Thus the role of the Federal Government should be to help them 
help themselves, and then to withdraw when the need for assistance 
has ended. I think my bill, H. R. 11452, meets these criteria. 

This legislation does not authorize the Federal Government to 
come into distressed areas and singlehandedly undertake the task of 
rehabilitation. On the contrary, under its provisions the Govern- 
ment would supplement and stimulate local efforts. It would make 
available $150 million for industrial redevelopment loans with re- 
quirements for State, local, and private participation, $100 million 
for public facilities loans with similar requirements, $50 million for 
public-facilities grants, and $3.5 million for technical assistance. 

The nares ition also would give special priorities to labor-surplus 
areas for Government contracts and urban renewal projects, and 
would provide special vocational training and retraining subsistence 
payments. 

As you can see, this legislation simply authorizes the Federal Gov- 
ernment to help these communities help themselves. And just as 
important, when the areas recovered from chronic unemployment, the 
Government automatically would withdraw. ‘This is so because the 
Government could assist only when unemployment was at a high 
level. When more jobs were obtained, the need for assistance would 
be ended. In short, the more successful this approach, the sooner it 
would become unnecessary. 

I should like to emphasize one more point. I think it can logically 
be argued that the Federal Government has an obligation to help 
in the recovery of distressed areas. In many cases, the Government 
has actually contributed to their plight. This is especially true in 
Biddeford-Sanford, Maine, which has for many years been heavily 
dependent upon the textile industry. The Government’s foreign aid, 
foreign trade, and farm inoue have substantially contributed to 
the decline in this industry, causing thousands of job losses in Maine, 
throughout New England, and in the South. The Government also 
has hurt some areas by shifts in emphasis in the defense program. 
When the Government helps create distress, it should likewise help 
to alleviate it, just as it now does by providing Federal aid for schools 
in federally affected areas. 

Opponents of this legislation have charged that it is in the “special 
interest” category. I contend that helping areas of chronic unem- 
ployment is no more “special interest” than helping drought and 
flood areas. I certainly should like to be on record as supporting 
assistance for “special interests” of that kind. 

Let’s turn now to the proposed legislation to provide long-term 
credit for small business. Here again, the need for assistance is 
apparent. Small-business concerns have been unable to obtain sufli- 
cient capital to meet long-term needs. This problem can lead to ulti- 
mate disaster for the small-business man. 

Yet, in a State like Maine, where almost all business is small busi- 
ness, the economy of the entire State suffers if the small firms are 
unhealthy. 
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I think that the administration’s proposal, embodied in S. 3643 and 
H. R. 12057, providing for additional equity capital and long-term 
credit, has many meritorious features, and seems to meet the criteria 
I outlined at the beginning of my statement. 

This proposal recognizes that private enterprise has been unable 
adequately to meet the capital needs of small business. As in the 
case of distressed areas, this is not for lack of effort. For example, 
many privately financed development corporations throughout the 
country have been established, such as at Brunswick, Freeport, and 
Saco in my First Maine District. I have already mentioned the Maine 
Development Credit Corp. and the Maine Industrial Building 
Authority, which are duplicated in other States. 

The administration proposal also would act as a stimulant, rather 
than as a depressant, on local initiative in this field. The legislation 
would authorize additional equity and long-term capital for small 
businesses through the private local development credit groups and 
State development credit corporations I have mentioned, and small- 
business investment associations. These groups would be most famil- 
iar with local conditions and would prevent a direct Government 
invasion into the field of long-term small-business financing. 

Finally the administration proposal would make it possible for the 
Government at least partially to withdraw when its assistance was 
no longer needed. Small-business concerns receiving loans from 
investment associations would be required to purchase stock of the 
association in an amount equal to 5 percent of their loans. Thus 
Federal participation would eventually become unnecessary. 

Another meritorious feature of the administration’s proposal is 
that it does not contemplate the creation of more bureaucratic machin- 
ery to handle the program. The Small Business Administration, 
which has experienced personnel in this field, would be charged with 
the new functions. 

I hope the committee will give serious consideration to this sound, 
constructive approach to small-business credit needs, and to appro- 
priate legislation for areas of chronic unemployment. 

Thank you very much. 

Mr. Brown (presiding). Mr. Hale, we are very glad to have your 
statement and it will be considered. 

Our next witness is Hon. Florence P. Dwyer, of the Sixth District 
of New Jersey. 

Apparently the Honorable Florence P. Dwyer is not here. 

Mr. Patman, are you ready to go ahead ¢ 

Mr. Parman. Yes, sir. 

Mr. Brown (presiding). Our next witness is Hon. Wright Patman. 

You may proceed, Mr. Patman. 


STATEMENT OF HON. WRIGHT PATMAN, A REPRESENTATIVE IN 
CONGRESS FROM THE FIRST DISTRICT OF TEXAS 


Mr. Parman. Mr. Chairman, I ask consent to revise and extend 
my remarks. 

Mr. Brown (presiding). That may be done. 

Mr. Parman. I thank the committee for the courtesy in hearing 
me. 
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The committee is concerned, I know, about what we can do to help 
small business. 

Actually, several things need to be done to bring about and pre- 
serve a climate in which small firms will have a fair competitive 
chance to survive. The two most important things we could do is 
to make a proper adjustment in taxes and to help create some means 
whereby small firms have better access to capital. Both of these 
things are needed, and the passage of one will not substantially lessen 
the need for the other. 

The Ways and Means Committee has under consideration several 
small-business tax bills: and. of course, this committee has under con 
sideration several bills which are intended to help small business 
obtain capit al. There seems to be general agreement that assistance 
in obtaining capital is very much needed and that congressional action 
is required ; but I am hopeful that both the Ways and Means © om- 
mittee, and this committee, will recommend bills, and that both of 
the things which are most needed will be done. 

Beginning last November, the Select Committee on Small Business 
of the House has held a series of hearings on the small-business financ- 
ing problems. We have been privileged to hear a number of financial 
experts and to receive several new factual surveys and studies. We 
heard all members of the Board of Governors of the Federal Reserve 
System; we heard the presidents of four of the Federal Reserve banks, 
plus some of the top st aff people of the system. We heard the presi- 
dent of the American Stock Exchange and we received a statement 
from the president of the New York Stock Exchange. We heard 
representatives of the American Bankers Association, the Investment 
Bankers Association, and the Life Insurance Association of America, 
as well as several other associations. We heard representatives of 
several of the State and regional economic development. associations, 
and we heard Mr. Alfred Neal, president of the Committee for Eco- 
nomic Development, who was one of the earlier organizers of the 
investment associations in New England. We received an impre ‘ssive 
study of small-business financing which has been made by the Federal 
Reserve System and which we had encouraged the F ‘eeral Reserve 
System to make. And we received an impressive study which the 
Life Insurance Association of America made especially for us at con- 
siderable expense and work on the part of the life insurance com- 
panies. In addition, we heard a number of Government officials and 
businessmen. 

Now, there emerges from all this a conclusion on which there seems 
to be general agreement. The conclusion is that the capital market, 
as it now functions, falls far short of serving the legitimate needs of 
small firms for some essential kinds of business finance ing. There is 
wide agreement also that the Federal Government should take proper 
steps to encourage the formation of some mechanism to fill this gap 
in the machinery of the capital market. These conclusions are essen- 
tially the same, I might add, as have been reached by many other 
studies and students that have looked into this problem over the last 
2 or 3 decades. 

Now, let me try to make plain where the need is, as well as where 
the need i is not, so as to avoid confusion and misunderstanding over 
what has been proposed. If we all understand clearly just what the 
problem is, then this understanding will, I think, automatic: ally sug- 


_ 





LEGISLATION TO RELIEVE UNEMPLOYMENT 1157 


gest the kind of solution which is needed to meet the problem. Let 
me enumerate in three general ways in which a big business firm 
obtains money and credit for carrying on its business: 

First, an already established business, and a profitable business, 
obtains some money for expansion or for replacement of equipment 
out of retained earnings. This isasit should be. Small corporations 
do the same. 

Second, however, a big firm obtains capital initially, or to expand 
business from time to time, from the capital markets. Typically, a 
big corporation obtains capital in either of two ways, and usually in 
both ways. It obtains equity « vapital by selling stock to pure hasers 
who are willing to share in the fortunes or misfor tunes of the business. 
And it borrows capital on a long-term basis by selling bonds or giving 
notes to individuals or other institutions, such as the life-insurance 
companies. 

Third, the big corporation supplements its permanent capital by 
utilizing commercial bank credit for its temporary, short-term needs, 
just as does the small firm where it can offer good security and assure 
the bank that the money will be repaid promptly at the time it is 
promised to be repaid. 

Now the unmet need which handicaps small business is the need for 
capital. ‘The need is for equity capital and the need is for long-term 
debt capital. There is no general agreement that the problem lies 
with the commercial banks, and we must keep in mind a clear distine- 
tion between capital and commercial bank credit. 

The representative of the American Bankers Association who testi- 
fied before our Small Business Committee put the matter this way : He 
said that the need for the type of credit that can be furnished by banks 
is being substantially met. And then he added: 

The banks, as this committee knows, are not set up, they are not capitalized, 
they are not organized for the purpose of providing equity capital, and they are 
certainly not organized for the purpose of providing long-term loans. (Hear- 
ings before the Select Committee on Small Business, House of Representatives, 

85th Cong., Ist sess., on the Problems of Small-Business Financing, pt. I, p. 397) 

jieaiiiaiie: [ agree with this. While I have criticized some aspects 
of the commercial banking system, I would have to agree that on the 
whole the commercial banks have done a good job of supplying small 
business with the kind of credit they can ‘supply. Actually, the com- 
mercial banks have often stretched a point to go beyond the rigid rules 
of commercial banking to assist small firms. This has been done by 
stretching out the terms of loans made, and by repeated renewals of 
loans, so that in some instances small firms have been able to stretch 
out bank credit and make it serve in place of proper, permanent financ- 
ing. But the commercial banks do not, and cannot, take the place of 
the Wall Street stock and bond markets. Neither the Federal nor the 
State laws permit the banks to engage in such financing. And the 
banks are not by the nature of their business suited to take over the 
business investment functions. They are handling depositors’ money 
which is left with them for ; safekeeping , hot for investment in any 
risky venture, nor for investment in some venture which will keep the 
money tied up for a period of years. 

The problem, then, is to help small firms find capital, not bank 
credit. Specifically, the problem is to help create a new service which 
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will enable small firms to draw in an impersonal way on the savings 
of a large number of families and individuals. 

The problem is, of course, not new. But it has been growing ever 
more acute. Clearly, two things have happened to bring it about. 

First, the amount of capital required to operate an . efficient small 
firm has been steadily increasing and is still increasing. More ma- 
chinery, more equipment, and more labor-saving devices of all kinds 
are constantly required. 

Second, opportunities for raising the needed amounts of capital from 
personal friends and family have declined. The individual income 
taxes of the last two decades have had a leveling influence on family 
incomes. We no longer have a situation where the local communities 
are made up of a great many extremely poor families and a few very 
wealthy families with enough money to capitalize the small businesses 
of the community. 

Yet at the same time that the need for a market for small-business 
securities has been increasing, private enterprise has not yet moved in 
to supply that market. 

Here, then, is where several members of the Federal Reserve Board 
have said that the Government should do some pioneering. 

Now the committee has before it a variety of bills which are intended 
to come to grips with this problem. I am not concerned about the 
name of the bill which is finally adopted, nor am I concerned about 
the authorship. I do strongly believe, however, that whatever bill is 
adopted should meet these four principles: 

1. The investment decisions must be made by local people who will 
back their decisions with a portion of their own money. 

2. The system which is set up should be set up in a way which will 
be attractive to private capital from the very outset, and should pro- 
vide for private capital to come in and take over complete ownership 
and complete management as quickly as ee 

3. The new system which is established should not be established on 
so small a scale, or given so little money, that it is foredoomed to 
failure. 

4. The new system which is established with Government assistance 
should not compete with the private commercial banks. We want to 
provide a service where none now exists, not to try to create compe ti- 
tion which would quickly bring about a repeal of the new service. 

H. R. 10345 would, I'think, meet the objectives which I have out- 
lined. I cannot say whether the other bills meet, or fail to meet, these 
objectives, because I have not studied them in detail. This, in general, 
is how the system contemplated in H. R. 10345 would work. There 
would be a Central Board in Washington which would make general 
policies, and which would sell bonds ‘to the general public, based on 
the securities submitted to the 12 regional banks. The Central Board 
would make no loans nor purchase any stocks. The investment de- 
cisions would be made only by local people, at the grassroots. 

Specifically, all investments in the stocks of small companies would 
be made by the local investment associations, voluntarily formed, and 
made up entirely of businessmen. The money for investment in small- 
business stocks would be raised as follows: 

First, by putting up $250,000 of the members’ own money, the invest- 
ment association could then obtain an additional $250,000 from the 
regional bank. The regional bank would take stock in the investment 
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association in exchange for its $250,000. Thus, when the investment 
association invested in the stocks of small companies, it will be using 
50 percent of its own money and 50 percent of money supplied by the 
regional bank. There would be 12 of these regional banks. 

In addition to this first $500,000 of cs pital, there are 2 other ways 
in which the local investment association could raise additional funds 
for investment in the stock of small corporations. It could issue and 
sell additional shares in the association to the general public. Or it 
might obtain a loan from the regional bank by : satisfying two condi- 
tions. One, it would have to deposit sufficient collater: il with the 
regional bi unk to secure the loan, and two, it would have to purchase 
stock of the regional bank in an amount of no less than 5 percent of 
the loan. 

Long-term loans to small firms may be made by the regional banks 
under these conditions : 

When the local investment association recommends the loan, and 

2. When the small firm applying for the loan pledges collateral 
which is of such sound value as reasonably to assure repayment. Even 
here, however, the loan decisions would be made at the grassroots, by 
local businessmen. 

The bill provides that the regional bank will have a temporary 
board, while the system is being organized, appointed by the Central 
Board in Washington. However, the permanent boards of the re- 
gional banks would be made up of 7 members, only 2 of whom would 
be appointed by the Central Board in Washington. The other 5 mem- 
bers would be elected by the local investment associations on the basis 
of their stock ownership in the regional banks. 

The regional banks could raise additional capital by bringing in 
private capital. This would be done by the regional banks pledging 
their securities with the central Board in Washington, and the central 
Board would on the basis of these assets, issue or offer bonds for sale 
to the public. These bonds would not be obligations of the United 
States and they would not be guaranteed by the United States. Their 
soundness would, however, be assured by the assets which underlie 
them, and they should be attractive to the investing public. 

So much for the system which would be set up under H. R. 10345. 
I emphasize again these points: 

The actual investment decisions will be made by local people 
who would be backing these decisions with a substantial portion of 
their own money. 

. The system has been designed to make it as attractive as possible 
to} pr ivate capital and to prov ide for private capital to take over com- 
plete ownership and operation. 

Let me emphasize, also, the reasons for this. 

I have noted that some of my colleagues who are offering what they 
call an alternative approach have taken this position: Until private 
enterprise adequately performs the task that must be performed, the 
Federal Government must fill the void. My objection to that prop- 
osition is that, obviously, private enterprise is not going to step in and 
fill the void when it is already being filled by a Government agency. 
We must, I think, set up the system which is attractive to private 

c apite al at the very beginning. 

This brings me to a counterproposal which has been made to H. R. 
10345, which is that we lengthen the term of the loans which SBA 
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ean make, and liberalize its lending authority in other respects. ‘The 

argument has been made that we should have a permanent Small 
Business Administration—and, therefore, the Small Business Ad- 
ministration should permanently handle the lending part of the 
activity which is being proposed. 

I do not think this is right, and my reasons have nothing to do with 
any fault I may have to ‘find with SBA’s administration. Further- 
more, I think it would be just as wrong whether SBA’s Loan Policy 
Board is abolished or whether it is not abolished. 

My point is simply that no Government agency can do the job 
that must be done if we are to continue to have smal! business in 
this country. When you have a Government agency making the 
investment decisions, or the loan decisions, those decisions must, of 
necessity, be conservative, like the loans a banker would make of other 
people’s money. 

Yet the whole purpose to be served—the whole problem to be met 
calls for investment decisions that involve some considerable degree 
of risk, including establishing new businesses. But such decisions 
by a Government. agency would not be tolerated by the business com- 
munity, even if the decisions could be made, and made as well, by a 
Government agency. To the man who is alre: udy in business, who has 
raised whatever capital he has got under the hardship of the existing 
system, it will always seem unfair for the Government to step in and 
finance someone to go into competition with him. 

For these reasons, I believe that the only way we can set up a 
successful system is to set up one in which the investment decisions 
will be made by private businessmen, subject. to the incentives and 
restraints imposed by the fact that whatever decisions they make will 
involve a risk of their own money. 

Furthermore, I believe that, to be really successful, the system 
should be designed to attract private capital at the outset and to 
provide a definite incentive to private capital to come in and put the 
Government out. 

I come now to the ways by which the Federal money might be 
raised. It is not too important, to my mind, whether the money is 
appropriated, authorized to be “borrowed” from the Treasury, or 
transferred from the surplus funds of the Federal Reserve System. 

I might point out, however, that, after hearing the testimony of 
the members of the Federal Reserve Board, the provisions of H. R. 
10345 which would take the money from the Federal Reserve still 
seems a good procedure. The members of the Board were not happy 
about this proposal, but, on the other hand, none advanced any per- 
suasive reason why it should not. be done. 

These are the undisputed facts: 

(a) The surplus funds in the Reserve System are public funds. 
‘No private group has any claim to them. 

(6) These funds are not invested. 

(c) No member of the Board anticipates that the funds would ever 
be needed in the Reserve System. 

Now, as to the objections to using these surplus funds: 

One Board member thinks it is nice to have the Reserve System’s 
balance sheet show a surplus, because the public is accustomed to see- 
ing surpluses in the balance sheets of private corporations. Several 
Board members suggested that Congress ought to obtain the money 
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by regular appropriations, because in this way Congress will have 
better controls and better ace ounting of the exact costs. 

Another Board member suggested that to begin the small-business 
capital banks with $120 million from the Federal Reserve’s surplus 
funds and another $27.5 million from the section 13 (b) funds might 
be too much, and that the beginning might better be made on a more 
modest scale, such as $10 million. 

These suggestions seem, to me, to have little merit, and, coming from 
the Federal Reserve people, they are highly gratuitous. Let us con- 
sider the suggestions against these facts: 

(a) The gross income of the Federal Reserve System is Federal 
money, and “the money used for the expenses of the System would 
otherwise go into the Treasury of the United States. 

(b) The Federal Reserve System spends about $130 million a year 
for expenses, and the major portion of this—no one knows exactly 
how much—is for services given to the private banks, such as in 
clearing checks. 

(c) Congress has no control over and no accounting for the Federal 
funds which the Federal Reserve System takes and uses for the bene- 
fit of the private banks. 

In view of the fact that Congress has set up the System, which 
continually, year after year, provides a Federal subsidy of say $110 
or $120 reg: a year to the private banks, without any accounting 
requirements, I do not think it is too much to provide $120 million 
to capitalize, for all times, the small-business financing system. The 
Federal assistance which is given to the private banks through the 
Federal Reserve System is, of course, an outright subsidy with no 
requirement and no expectation that the money will ever be paid 
back. In the case of this proposal to set up small-business capital 
banks, the money would only be lent or invested in the stocks of 
small firms, and it is presumed and hoped all of the money will come 
back to the Federal Government. 

How can we say that $157 million to capitalize this system for 
small business investment is too much? Last year, the funds in- 
vested domestically by United States business amounted to more than 
$37 billion. It is expected that this year, even with the business reces- 
sion, the level of business investment will be in the neighborhood of 
$30 billion. Certs unly, $157 million, as compared to an annual in- 
vestment rate of $30 billion to $37 billion, is only a drop in the 
ocean. 

The important question is: What kind of firms are going to make 
the annual investment of $30 billion to $37 billion, or even more? 
Are we going to have only the big corporations expanding and replac- 
ing wornout and obsolete equipment? Or are we going to help pro- 

vide some means whereby small firms can obtain c apital ? Are we 
going to have continuing opportunity for small business in the United 
States, or are we going to sit by and let the business system be taken 
over by a few monopolistic corporations 4 

I hope that the comittee will consider these questions most seri- 
ously. I hope that the committee will report a bill which does some- 
thing substantial about these questions. I hope that you will report 
a bill that will give smal] business the opportunity it must have to 
survive. 
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That is all, thank you very kindly, Mr. Chairman. 

Mr. Brown. Dr. Talle has a question. 

Mr. Taiz. Thank you for your st: er Mr. Patman. I haven't 
exhausted my examination of your bill, I confess, but here is one 
point I would like to ask you about, and I have my statement in 
writing so that the reporter may have it. 

Your bill, H. R. 10345, contemplates the establishment of an entirely 
new banking system for small-business concerns. The bill also 
contempl: tes that eventually this banking system will be privately 
owned. Eventually the 12 regional banks contemplated would be 
capitalized at $1.2 billion and enjoy additional borrowing authority 
amounting to $1.2 billion so that we could say eventually it will be 
a $2.4 billion private banking system. These 12 regional banks 
would, of course, be subject to direction of the central Board in 
Washington. 

Is that correct, so far? 

Mr. Parman. Well, with an explanation. I would have to explain 
some of that. 

Mr. Tatxe. Well, I will go on, then. 

Mr. Parman. All right. 

Mr. Tate. I notice in section 301, the last sentence says, “Subject 
to the approval of the Board, any bank may establish branches within 
its district.” The district referred to is the Federal Reserve district 
in which this new small-business bank is located. When you permit 
the bank to establish branches within that district are you not advo- 
cating branch banking across State lines for a bank which is privately 
owned ? 

Mr. Parman. Let me answer that separately, Doctor, if you don’t 
mind. 

Mr. Tate. Just a little more. It seems to me that this is quite 
contrary to the historic attitude which Congress has taken on the 
matter of branch banking. Would you care to comment on this new 
approach permitting a privately owned bank to establish branches 
across State lines ? 

Mr. Parman. First I want to take up the potential borrowing 
power. You state over a billion dollars, maybe $2.4 billion. Of course, 
that is the outside, and it is predicated upon the fact that there will 
be the maximum use of the organization of these banks, and that small 
firms will come to own all the ¢ -apital stock. The authorized borrow- 
ing would be $1,200,000,000. 

Now, the central eae? here in Washington—— 

Mr. Tarte. Well, it is my understanding that all of it would 
eventually be private faiiiin 

Mr. Patrman. Oh, yes, it will be. But your potential there con- 
templates at the start half Government and half private, I mean the 
maximum potential. But eventually it will be all paid off just like 
the Federal land banks. 

Now, to branches. You know I am not a branch bank man. I am 
opposed to branch banking. But I wouldn’t consider that sort of a 
bank—they don’t have the power to accept deposits. These banks 
would not be allowed to accept deposits, and therefore they are out of 
the category of commercial banking privileges, and unlike com- 
mercial banks. It is necessary to have deposits in order to be a com- 
mercial bank, and therefore these would not be commercial banks, and 
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it is not a comparable situation at all to compare these with commercial 
banks. They are unlike commercial banks. 

Now, these would operate exactly like the production credit corpora 
tion, which was organized, I believe, in 1932 or 1933. Marvin vation 
and I went to Houston, Tex., and we witnessed the installation of the 
first Production C1 edit Association under the Production Credit Cor- 
poration. 

Now, the Production Credit Corporation would permit, just as this 
would permit, associations to organize branches, such as in the dis- 
trict that I have the honor to represent, in northeast Texas, we have 
a Production Credit Association at Texarkana, we have a branch office 
at Clarksville in the adjoining county, and several others right around 
there, but they are not commercial banks in any sense. 

The Federal land banks operate in exactly the same way. This 
new system would operate like the Federal land banks, and like the 
Production Credit Association. They would all be owned by the 
borrowers and the Government annie’ have any money in it. It 
is that way now with the Federal land banks, and the production 
credit associations are mostly owned by local people. ‘This would 
contemplate the same end, local ownership and local decisions. 

And I believe, Dr. Talle, that this is preferable to putting up public 
money all the time through a public agency because then decisions 
tend to be political decisions—and I say that respectfully, I believe in 
political decisions, I think people who look down their noses at pol- 
itics are looking down their noses at government. Politics is the most 
patriotic part of our great Government. I think it is fine. We are 
entitled to have politic al decisions and should have them. I think 
Members of Congress exercise more courage than any group in 
America because in practically every vote they ‘ast on a major bill, 
they in effect place their neck upon the political block, and could lose 
their political life by 1 sason of that vote. I think men in politics 
have more courage and exercise more courage all the time than people 
in almost any other group or class, so I believe in political decisions. 
But there are times when we shouldn’t have political decisions, when 
we should have private decisions, decisions made by local people, ‘where 
they put up half the money at least, and that is what I am proposing, 
Dr. Talle. 

Mr. Tactitm Thank you, Mr. Chairman. 

Mr. Brown. On behalf of the committee I wish to thank you for 
your statement. 

Mr. Mutrer. Mr. Chairman, is Mr. Patman our last witness ? 

Mr. Brown. No; we have two others. 

Mr. Mutter. I have a few brief questions, Mr. Chairman. 

Mr. Patman, you have made a very fine statement, as you always do. 
I am pleased to note your emphasis upon the pr inciples that the Gov- 
ernment should get out of any enterprise of this kind as fast as possible, 
but I invite your attention to the fact that in your bill, 10345, I think 
you may be accomplishing the contrary of what you intend. I hope 
that when we get into executive session, we can revise that language 
so that it does ‘actually accomplish whi ut you intend. I have in “mind 
that on page 46 of your bill, there is a provision for extending these 
advances only in exchange for convertible debenture bonds, “which 
would mean that the bonds would be converted into stock. That may 
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accomplish the opposite purpose. That might keep the Government 
in the private business. 

Mr. Parman. Didn’t I suggest an amendment to that, Mr. Multer? 
Iam Sure I did. If not we will. Because we don’t want anything that 
would make it a continuing governmental operation. 

Mr. Mutrer. I think that is important, that any legislation along 
this line that we do bring forth should have self-executing, mand: atory 
provisions to get the Government out of this new fac ‘lity once it is 
established. 

Mr. Parman. That is right. That was called to my attention, I 
think, by Mr. Neal. And I could see that a correction should be 
made, and I got up an amendment. You know we don’t want to issue 
any long-term bonds which would make it a continuing thing. I think 
that is one of the evils, such as in railroading. They have issued bonds 
due in a hundred years. 

Mr. Mutter. That means we will have to define “long-term loans,” 
and that is going to give us a lot of difficulty. 

Mr. Parman. Yes, sir. 

Mr. Mutter. When I entered the banking business as an employee 
in 1918, a long-term loan was a 1-year loan. Then FHA came along 
with “short-term” loans of 3 years. Now they are 5 years. Today 
a 10-year loan by SBA is beginning to be considered a short-term 
loan. So we will have to pay some attention to the de inition of those 
terms, too. 

Mr. Patman. That is right. I agree we should give consideration 
to what you have said, Mr. Multer. Thank you, Mr. Chairman. 

Mr. Brown. Our next witness is Hon. Florence P. Dwyer of the 
Sixth District of New Jersey. 


STATEMENT OF HON. FLORENCE P. DWYER, A REPRESENTATIVE 
IN CONGRESS FROM THE SIXTH DISTRICT OF NEW JERSEY 


Mrs. Dwyer. Mr. Chairman, if the committee will permit I will 
not read my full statement. Instead in the interest of saving the 
committee’s time I would suggest I skip over certain of the back- 
ground material and emphasize the more concrete recommendations 
I have included. 

Mr. Brown. Your statement may be filed for the record ® 

Mrs. Dwyer. Mr. Chairman and members of the committee, I want 
to thank you for the opportunity to appear before you and present 
for your consideration certain facts and conclusions concerning the 
present business recession to which I have given considerable thought 
over the past few months. 

I want to use this opportunity, too, to congratulate the committee 
on its initiative and its sense of responsibility i in undertaking these 
extensive and comprehensive hearings as a means of cuiding the 
Congress in its further efforts to combat the recession and. help stimu- 
late the national economy. 

No question of current Government policy is more important than 
this. In this respect—and with no partisan intentions, I assure you— 
I refer you to a statement which appeared recently as a part of the 
very brief, 76-word proposed New Jersey State Republican platform. 
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It reads: 

We can and will beat back the current recession, and we will prove again 
our people’s ability to meet any challenge, foreign or domestic. 

This is the kind of direct — unhesitating purpose that the Ameri- 
can people expect of their elected representatives of both parties. 

We cannot solve our problems by avoiding them. We cannot set 
in motion counterrecession forces if we deny : a recession exists. The 
first and essential step toward constructive action of any kind is to 
recognize the situation in its full and objective reality. 

It seems to me, therefore, that our approach to the recession should 
be governed by a kind of fundamental test in this case, responsibility, 
resolution, and restraint. Briefly, all of us—Congress, the executive 
branch, business, labor, and consumers—must accept responsibility 
for doing our part to bring about a recovery of healthy growth and 
expansion in our national economy. 

In exercising this responsibility there must be a strong element of 
resolution, a determination to take the kind of action that will be 
effective. On the other hand, however, there is the need to exercise 
proper restraint, to distinguish care fully between the kinds of action 
which will help now and the kind which may, by taking effect some- 
time in the more distant future, set off a new spiral of inflation. 
Restraint means, too, a kind of self-discipline which will resist tempta- 
tions to exploit the recession for any purpose other than the national 
interest, which will avoid attempts to take advantage of the need for 
action by trying to push through unwise and essentially irrelevant 
measures which would not otherwise be seriously considered. 

We must recognize that there are several potential handicaps which 
stand in the way of this kind of single-minded national effort to end 
the recession. Among the most serious, I think, is a kind of psycholog- 
ical hangover which Republicans and Democrats alike have inherited 
from the dark days of the great depression of the 1930’s. As a result 
of this experience, too many people in both parties react automatically 
in opposition to proposals advanced by members of the opposite party. 
When it comes to economic issues, there seems still to be a widespread 
assumption that Republicans cannot accept programs which involve 
action or coordination designed to bring the power of government into 
play in order to stimulate greater activity in the economy. Similarly, 
many Democrats just as automatically will insist that only Govern- 
ment action is worthwhile and, as a result, will condemn as inept and 
irresponsible any Republican effort to cooperate with business, to per- 
mit, and encourage private business activities to play their part in 
bringing about economic recovery. 

It is time, I suggest, that we try to rid our minds of these outmoded 
prejudices and these frequently unthinking ways of reacting auto- 
matically against ideas advanced by others. The only intelligent 
grounds for accepting or rejecting plans and programs in any field are 
those which come after honest and thoughtful evaluation of each such 
proposal on its individual merits. 

This is especially true today. There can be no basic conflict of 
interest between any of the groups in America when it comes to the 
problem of the present recession. Everyone has an intense and imme- 
diate interest in ending this recession as soon as possible. Democrats 
and Republicans, business and labor, all have a direct and personal 
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stake in a stable, expanding, healthy, growing American economy. 

Most economists seem to agree tod: Ly "that we have reached the point 
in this recession where the tug of war has reached a sort of equi- 
librium. The equilibrium, however, cannot last very long. There 
are forces at work right now which can, if allowed, plunge the economy 
into further difficulties. And there are other factors which could, if 
properly encouraged and fortified, lead the way in bringing us up 
and out of our present slowdown. 

The challenge to all of us is to put the three R’s to work—to accept 
personal responsibility, to take firm, resolute action, neta to make as 
certain as possible that the action we take will be effective. 

Before discussing the action which has been suggested for the future, 
however, it might be well to consider briefly what Congress and the 
executive branch have done so far this year to counteract the recession. 

The most fundamental of the steps has been the series of decisions 
made by the Federal Reserve Board to increase the supply of money 
and to lower the interest rate. There is wide agreement among 
authorities that these steps have been necessary and will increasingly 
be effective in the future. But there is further agreement that this 
monetary action alone can never be enough. To affect the economy 
directly, investors and consumers must be persuaded that it is to their 
interest to use the money which the Federal Reserve System has made 
more readily available. 

The biggest step has undoubtedly been the administration’s decision 
to speed up the awarding of defense contracts. In the first quarter 
of 1958, the amount of procurement contracts which were awarded 
substantially exceeded the amount awarded in the first quarter of 
last year. Aneven greater increase will be apparent during the present 
quarter and during the balance of this year. It should be emphasized, 
however, that these are not new expenditures in the sense that they 
are intended solely as antirecession measures. 

All these expenditures have been previously authorized and the 
money would have been spent in any event simply to meet the defense 
requirements of the United States. Congress and the administration 
have cooperated to speed up the rate at which these contracts would 
be awarded. 

The Government is also increasing the rate at which other various 
nondefense spending programs will be operated. Again, these pro- 
grams had already been authorized and the money would have been 
spent in any event. By spending the money sooner and faster, how- 
ever, it is hoped that the economy will be stimulated when the econ- 
omy needs it most. In this area, the Government’s various housing 
programs appear to offer most hope for an early effect on the economy. 
The national highway program, which Congress approved this year, 
will be somewhat slower in taking effect. Likewise, the program 
proposed for the modernization of post-office buildings will also have 
a slower and more delayed effect on the economy. 

Of the proposals recommended by the administration and now in 
progress in the Congress, the most immediately important is the ex- 
tension of unemployt ment compensation benefits. As you know, the 
House recently approved one of several versions of such a measure, 
and the bill is now before the Senate. This program is unlike other 
antirecession programs in that it is a defensive measure rather than 
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one which would directly increase economic activity in the country. 
But it is an absolutely essential defensive measure. 

More than 5 million people are presently unemployed. Within the 
next 2 months the Government anticipates that unemployment will 
rise to the neighborhood of 6 million. Hundreds of thousands of 
these unemployed are exhausting, week by week, the unemployment 
compensation benefits to which they are entitled under the present 
Federal-State unemployment insurance system. Everyone agrees 
that the economy could be badly hurt if these unemployed were simply 
allowed to struggle along on what little is available from local relief 
sources. Not only do we have an obligation in human terms to relieve 
this increasing amount of human suffering, but we also should take 
whatever action is necessary to prevent this loss in consumer purchas- 
ing power from serving to multiply the effects of present unemploy- 
ment and further depress the national economy. Economists refer 
to this as “unemployment feeding on itself.” They warn that the 
longer great numbers of unemployed remain without income, the more 
likely it is that other areas of the economy will begin to feel this 
void in purchasing power and further unemployment will be created. 

For this reason, | feel very strongly that action must be taken as 
soon as possible to keep at least a minimum amount of purchasing 
power available to the unemployed until the economy begins to move 
up again. I was disappointed, consequently, at the unemployment 
compensation bill which passed the House. It was the result of an 
unfortunate situation in which many of the leaders of the House di- 
vided into two rather extreme positions, thereby making it impossible 
for an effective compromise bill to be considered. 

The bill that finally passed is a weak bill, I believe, because it will 
be difficult to oe into effect in many cases, without lengthy consider- 
ation in State legislatures. It does not meet the requirement for 

quick emergency action which the President and the Secretary of 
wowed requested. Many of those who voted for it on the floor did so 
because they are opposed to any program of this kind at all and felt 
that this was the least objectionable. They succeeded because many 
on the other side held to an equally rigid and inflexible position in 
support of a bill which would have radically revised the present unem- 
ployment insurance system. Their bill would have been virtually im- 
possible to administer; it would have abandoned the very concept of 
an insurance system, and it would have had little regard to need. 

Many of our colleagues in the House found themselves in the same 
position I was in. We liked neither of the two bills. But due to the 
parliamentary situation and the stubbornness of the two extreme posi- 
tions, we were able to gain consideration for a more moderate and 
more effective program, such, for example, as the legislation I intro- 
duced several weeks ago. 

I hope the Senate will act to strengthen the bill at least to the point 
recommended by the President. 

Within the past few weeks, there has been increasing agreement 
among economists and Government authorities that the steps already 
taken will probably not. be sufficient. by themselves to pull the economy 
out, of the rut it is presently in. Without additional action of some 
kind, they seem to agree, the national economy will remain sluggish, at 
least for the balance of this year. Unemployment, they expect will 
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remain in the range of 5 or 6 million, and as long as it remains at this 
level will pose a “continuing threat of further deterioration of the 
economy. 

I believe the time has come, therefore, to take further effective ac- 
tion to give the economy the shot in the arm it obviously requires. I 
believe that this is nec essary for several reasons. 

Full employment and a stable price situation, with a steady ex- 
pansion of our great productive capacity, has long been a goal ac- 
cepted by both our political parties and by a great majority of our 
people. A strong and growing economy serves two great purposes : 
First, it increases the opportunity for Americans to live full and sat- 
isfying lives; and second, it strengthens our national security by pro- 
viding the means not only to stay strong militarily, but also to 
contribute to the development and strengthening of the free world. 

We haye grown accustomed lately to ‘thinking about the recession 
exclusively in terms of the domestic economy and of the human hard- 
ships of unemployment—both of which are terribly important, and 
both of which, by themselves, warrant strong counterrecession action. 

But in the long run, the relation between this recession and our 
national security may be the most crucial of all. This month, one of 
the world’s most respected publications, the conservative and very 
thoughtful English magazine, the Economist, put it this way: “To 
many thinking people on this side of the Atlantic, the most immediate 
political fact today is not the hydrogen bomb, which nobody looks 
like using. The most immediate political fact now is that produc tive 
power has recently been increasing more swiftly in the Communist 
than in the free world, and this year the balance against the side of 
the angels is likely to be even worse; in many Communist countries 
production may well increase by anything up to 10 percent again in 

1958, and in many democratic countries it is going, at best, to stand 
still.” Our own economic statistics, unfortunate ly, confirm the fact 
that the United States is actually declining in industrial production 
during this recession. 

This same warning about the increasing strength of the Communist 
world has been voiced recently by a number of America’s most 
thoughtful authorities. They include Mr. Allen Dulles, Director of 
the Central Intelligence Agency, the experts of the Rockefeller Bros. 
Fund, including Dr. Arthur Burns, recently Chairman of Presi- 
dent Eisenhower’s Council of Economic Advisers, and the respected 
businessmen of the Committee for Economic Development, along 
with many others. 

Unanimously, they have called attention to the significance of the 
cold-war struggle between the United States and Soviet Russia, not 
on the battlefield, but in the factories and shops and steel mills of 
the world. They have warned that we cannot afford a lengthy re- 
cession. They point out that the rest of the free world, whose econ 
omies are so closely linked to our own, are also feeling the effects 
of this recession. And they warn that, unless the American economy 
is soon placed on the high road to growth and expansion, Soviet 
Russia and the Communist world will be the great benefactors 

At stake, there is nothing less than the power and prestige of being 
the greatest industri: al power on earth—an achievement far more im- 
portant than any number of sputniks and diplomatic propaganda 
victories. 





LEGISLATION TO RELIEVE UNEMPLOYMENT 1169 


We can never safely ignore the fact that the health of the American 
economy is the single most critical factor in the struggle of the free 
world against the ¢ ‘ommunist world. 

In disc ussing what additional action could best be started now to 
end the recession, I would suggest that we be guided by these con- 
siderations : 

First, we are not in a depression. Many areas of the economy, such 
as consumer income, personal savings, and retail sales, have held up 
well, so far. Consequently, I do not believe we are in a situation 
which demands large-scale and long-range public works programs. 
We must distinguish between these ‘long- term projects, which could 
become inflationary when their full impact is felt later on after the 
economy is back in high gear, and those shorter term actions which 
can set in motion the forces m: iking for an economic upswing. 

Second, I believe we will be better off to the degree that we take no 
action which is irreversible. Under the pressure of an emergency 
situation, it is more difficult than ever to achieve properly balanc ed 
long-range legislation. The need for governmental flexibility in eco- 
nomic policy is greater thanever. To be effective as a counterrecession 
measure and also to prevent a new wave of inflation, almost any pro- 
posal should be so designed as to allow quick and ready variation and 
change. 

Three months ago I suggested that Congress and the administration 
begin considering the desirability of a tax cut if and when such a 
strong move was needed. I believe the time has come when a decision 
should be made. 

My own study and thought convince me that the decision should be 
affirmative. Economists still differ about the subject of tax reduction. 
But less and less do they disagree about the need for some kind of tax 
cut; their differences of opinion seem more and more to be limited to 
the kind and type of tax cut which would be most appropriate. 

It seems to me that a tax cut has this one great advantage over any 
other alternative proposal—it would undoubtedly have the quickest, 
most direct impact on the national economy. This would be true, of 
course, to the extent that a tax cut was designed for the purpose of 
such a quick economic stimulant. But no other purpose, it Re to 
me, warrants the strong action that tax cutting represents. I do not 
believe that comprehensive tax revision is the immediate need—no 
matter how desirable this may be as a long-range goal. Tax reduc- 
tion, like any other antirecession proposal, if it is to achieve the goal 
we desire, should specifically aim at stimulating the economy by in 
creasing consumer spending and capital-goods investment at the earli- 
est possible moment. 

While I am no economist, I have read and pondered a great deal 
of the thinking of some of our best economists and others familiar 
with Government economic policy. Asa result, I am more than ever 
impressed with the fact that any tax cut should be concentrated in 
such a way as to make its fullest impact in the quickest possible time 
and in the most sensitive area of the economy. 

A good case can be made for other more long-range proposals, but 
one of the major advantages of the tax cut would be the fact that its 
results should be observable in a relatively short time. We could see, 
sooner than with other antirecession measures whether or not this one 
would work. 
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Another measure, which seems to me to offer great possibilities as a 
constructive and flexible antirecession program, is now before this 
committee. It isthe Community Facilities Act of 1958, and I hope the 
committee will consider it favorably in the near future. 

This is the kind of program of public works which appears best 
adapted to meet the needs of our present economic situation. Because 
it is an expansion of an already existing program, it can presumably 
be put into effect much more quickly and much more effective ly than 
a brand new program. 

And because it involves loans rather than outright Federal grants, 
it retains much greater flexibility. Cities and States vary widely in 
their needs for new public facilities. Economic conditions regarding 
the availability of labor and other eee also differ greatly. In 
such a situation, local communities may be the best judges of the 
advisability of initiating public works projects with the help of the 
loans authorized by the proposed legislation. While low-interest 
Federal loans are necessarily an encouragement to undertake such 
work, they should not act as grants might do—to tempt localities 
into ill-conceived projects that could, in the future, prove to be infla- 
tionary. 

As this committee knows, the Community Fac ilities Act as it was 
passed by the Senate defines authorized public works so as to include, 
among others, public schools and nonprofit hospitals. I have always 
believed that these two categories of public-interest fac ilities differ 
substantially from others usually lumped together under the term 
“public works.” Certainly, no other projects are so esse nti: jally related 
to the welfare of our people, as we in America have conceived the term 
“human welfare,” as are schools and hospitals. 

For this reason, I urge the committee to consider writing into the 
Senate bill a further encouragement to the construction of schools and 
hospitals from funds loaned under the program. Specifically, I sug- 
gest that the committee consider reducing the interest rate on loans for 
these 2 categories of projects from the present 314 percent to a rate 
of 2 percent, or perhaps 214 percent, to provide some extra margin of 
advantage. 

My purpose, as I have indicated, is to encourage the construction of 
facilities which have always been rec ognized | as endowed with a 
uniquely important public interest, fac ‘ilities which tod: ay are recog- 
nized to be in very short supply all over the country, and fac ilities, 
especially schools, the construction of which in many areas is handi- 
capped by the lack of available funds at low interest rates and by levels 
of bonded indebtedness which are close to being reached. 

Let me illustrate, briefly, by referring to my own county. As the 
result of a survey he has just completed, Dr. William H. West, county 
superintendent of schools, sums up the situation as follows: 

In round figures for the county, beyond the funds already voted for new school 
construction, a minimum of $8 million should be spent for elementary school 
facilities by June 1963. If some of the very poor facilities now in use were to be 
improved or replaced, it would take another $3 million to $5 million to do this. 

For the secondary school needs, a minimum figure for the next 5 years is $10 
million and I believe a more realistic one would be $15 million. The variation 
is due to the fact that so many intangibles are present. For example, we know 
there is need for more laboratories and shop facilities, which are much more 


expeusive to construct and operate than academic-type classrooms. If the people 
are willing to construct and operate them, they will make a considerable difference 
both initially and for operating purposes over the years 
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Dr. West goes on to point out that the figures above relate to only 
half of the elementary and less than half of the secondary schools in 
the District. Obv iously, there is great need here and elsewhere. 

As I indicated earlier in this st: ‘atement, I am hopeful that one of 
the most effective counterrecession endeavors will be the administra- 
tion-congressional decision to speed up the awarding of programed 
and authorized defense contracts. This is espec ially true when it is 
considered that the recession so far has centered its main impact on 
the durable-goods area of the economy, especially in the automotive, 
aircraft, and related industries and in the innumerable small and 
medium-sized industries which support these productive giants. 
These are the industries, generally, which are best equipped to par- 
ticipate in the defense production program, if means are found to 
utilize their reservoirs of skilled manpower and techniques. 

In this respect, I am aware of the extensive efforts over several 
years made by Congress and the armed services to broaden the base 
of defense production, to bring into active participation a greater 
number of defense contractors, and generally to increase competition 
in this area. But I am aware, too, that this program has not been 
a resounding success—though to some degree for the valid reason 
that service procurement agencies must obtain quality work in the 
shortest possible time, which sometimes precludes companies not fully 
set up for the volume production required. 

Nevertheless, it seems to me that the committee might consider 
recommending or legislating to the effect that the military services 
take concrete steps to assist in the placement of more contracts in 
so-called labor-surplus areas, especially during the life of the reces- 
sion, or at least for as long as the administration’s program of 
stepped-up procurement continues. 

I believe this suggestion is thoroughly justified, not only on the 
basis of the need of labor-surplus areas for the additional work, but 
also because of the diminished importance of the formerly trouble- 
some time factor. I assume, of course, that by awarding substan- 
tially more contracts than originally scheduled for defense require- 
ments, the services can afford to relax delivery schedules somewhat. 
This should enable some contracts to be placed where a reasonable 
amount of time must be taken to set up adequate production lines in 
a plant otherwise fully capable of performing the contract. 

I might cite several instances where such a liberalized policy would 
have paid substantial dividends both to the area involved and to the 
Government. One such case—in my own district—may serve to 
illustrate what I mean. 

The company in question—located in an area defined by the Labor 
Department as having substantial une mployment—submitted a pro- 
posal on a contract to be awarded by one of the three services. The 
company at that time was engaged in precisely the kind of work in- 
volved in the contract, though on a somewhat reduced production 
scale. Its proposal was 10 percent below that of the next lowest 
bidder, but it lost the contract because procurement officials estimated 
it would take several weeks for this company to set up a production 
line ade quate to meet the scheduled deliveries. 

While there was much doubt about the validity of this estimated 
capability, the whole affair became ludicrous when negotiations and 
procedures dragged on to the point where an emergency procurement 
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had to be awarded the second bidder weeks after the low bidder could 
have had his production line in full operation. 

Consequently, both the Government and the unemployed workers 
in this labor-surplus area were the losers. 

If, therefore, the speedup in defense contracting is to play its maxi- 
mum part in combating the recession, a greater effort must be made to 
place contracts, where possible, i in those areas hardest hit by unemploy- 
ment. And if my premise is correct—that some relaxation in cus- 
tomary delivery schedules can safely be permitted—then something 
more than good will and paper assurances should be undertaken to 
achieve this desirable goal. 

As one such suggestion, I would urge that the services be directed 
to increase their procurement staffs in areas designated as labor-surplus 
areas, for the purpose of expediting and facilitating the often-involved 
procedures of ac quainting potential contractors w ith procurement pos- 
sibilities, and of carrying out such requirements as facility capability 
surveys. 

I feel I should emphasize, Mr. Chairman, that I speak from bitter 
experience in offering these antirecession recommendations. The Sixth 
New Jersey Congressional District, which consists of Union County, 
has been especially hard hit by the present recession. Ours is a nor- 
mally prosperous area, but if conditions are allowed to worsen over 
succeeding weeks and months, the fruits of years of energetic work and 
planning will be lost to thousands of our families. 

Ours is also a diversified industrial and commercial economy. But 
much of it consists of the durable goods industries which have suffered 
most. Our unemployment is currently speronens 10 percent of the 
total working force—not a pleasant prospect. I have recently toured 
the unemployment offices in my district and talked with working men 
and women and their employers alike. 

Nobody wants Government handouts or long-term, make-work Gov- 
ernment projects, I have found. What they do want and what they 
expect of us is some assistance of the kind that will enable production 
lines to function again and continue to provide socially and economi- 

cally useful employment. 

Two other programs which the Congress is presently considering— 
though they are not before this committee nor are they technically 
antirecession programs—are intimately related to our economic condi- 
tion and to the needs of our national security and, therefore, deserve 
mention in this context. I refer to the mutual-security program, 
which the House recently approved, and the Reciprocal Trade Agree- 
ments Act extension, which will soon reach the floor. 

In conclusion, Mr. Chairman, we should not lose sight of the fact 
that in the difficult and sensitive situation we face in this business 
recession, we have great resources. Not only have we the capacity of 
manpower and material, but we have an ov erriding unity of purpose. 
An expanding and prosperous national economy is a goal to which we 
all subscribe. An early economic recovery w ithout a dangerous infla- 
tion is a condition that will benefit us all, strengthen our Nation, and 
reinforce freedom throughout the world. 

To achieve this will take unselfish cooperation and imaginative 
leadership, both by Congress and the administration. We must per- 
fect the art of moving at high speed and of slamming on the brakes 
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quickly. Responsibility, resolution, and restraint—in the proper bal- 
ance—are what is demanded of us all. 

Mr. Wipnatu. Mr. Chairman 

Mr. Brown (presiding). Mr. Widnall 

Mr. Wipnatt. Mrs. Dwyer, I am particularly pleased to have you 
come before this committee and present your views because I have 
worked with you in the New Jersey Legislature and am now your 
colleague in the Congress and I know of the thoroughness with which 
you prepare your case with respect to legislation and I know the 
tenacity with which you tackle all problems which confront you per- 
taining to your district. I am sure that your district has been very 
ably represented since you have been down here and we appreciate 
the very full statement that you have made to the committee. 

Mrs. Dwyer. Thank you, Mr. Congressman. 

Mr. CHampernarn. Mr. C hairman, I too, would like to commend 
my colleague from New Jersey for her statement here and I want to 
assure her that the problems the workers of her district are having 
are going to receive the careful consideration of this committee, that 
I am particularly sympathetic with your problem, Mrs. Dwyer, be- 
cause I likewise come from a district where we have a lot of indus- 
trial employees, where our unemployment is a grave problem at the 
present time—I believe 1714 percent of our total working force is 
unemployed—so I know something of the problem that you people 
are having there and I commend you for your thorough analysis of 
the situation and appreciate your coming before our committee with 
your report. 

Mrs. Dwyer. Thank you, Mr. Congressman. 

Mr. Brown (presiding). Thank you very much, Mrs. Dwyer. 

You may be excused. 

Mrs. Dwyer. Thank you, Mr. Chairman. 








STATEMENT OF HON. DANIEL J. FLOOD, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. Fioop. Thank you, Mr. Chairman, for this opportunity of ap- 
pearing before your committee to enti on my bill, H. R. 5598, call- 
ing for aid to distressed economic area 

This has been a long, hard battle w ‘thin the Congress, as you know, 
and procrastination and delay, for various reasons, have cost this 
country dearly. 

In my judgment, if the Congress had enacted the type of legislation 
which Senator Douglas and I had proposed in the 84th Congress, 
many of the economic ills besetting this Nation today would have been 
eliminated or greatly softened. That, unfortunately, is water over 
the dam. 

Now we have a still greater problem to combat and it will take the 
full strength and cooperation of this Congress and the administration 
to lick it. And lick it we must. 

I am sure you know, Mr. Chairman, that I represent a district that 
suffers from chronic unemployment— the anthracite coal region of 
northeastern Pennsylvania. I speak from a position of long experi- 
ence and bitter frustration when I state that I can think of nothing 
more depressing and shattering to the morale than a man, who is will- 
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ing and eager to work, without employment and, what is still worse, 
with no hope of obtaining gainful employment of any kind. I have in 
my district some 20,000 men without work and at this time there is 
about 19 percent of the working force idle—a terribly distressing 
situation to say the least. 

We simply must do something right now for these people as well 
as for the millions of others who have been thrown out of work during 
the current recession. 

My bill has increasing importance at this time due to the mounting 
unemployment figures with the consequent increase in the number of 
distressed economic areas which now stand at approximately 150 
from a figure of 19 of not too long ago. 

It has been stated that if the unemployment in the chronically dis- 
tressed areas could be alleviated, our unemployment problem would 
be reduced by about one-half. 

The residents of many of these areas certified by the Department 
of Labor as labor-surplus areas have done an outstanding job them- 
selves in trying to accomplish their own economic salvation. Prac- 
tically every community has an alert and highly energetic area de- 
velopment committee or organization eager to aid in every manner 
possible in attracting new industry to their respective areas. It is 
with the thought of diversifying the industrial life of the community 
that the best means is found for cushioning the devastating effects of 
mass unemployment. 

But these laudable local programs have their limitations and as a 
result many of these area development committees and organizations 
have raised funds in their areas to the extent that they have scraped 
the bottom of the barrel. 

These local groups have had cooperation from their community 
financing institutions but they, too, are restricted as to the amount of 
assistance which they can re nder by State and national law. 

The State of Pennsylvania has done much already under a State law 
to extend a helping hand, but in the final analysis the job is of such 
vast proportions that only Federal aid, as proposed i in my bill, to these 
chronic labor-surplus areas will insure success of the drive to rehabili- 
tate the economy, thus relieving the plight of the unemploved. 

I am sure it is agreed that a great aon has to be done, and soon, if 
we are to make an economic comeback, which we must, keeping in 
mind at all times that areas of chronic unemployment are a special 
kind of problem and call for special consideration, legislation, and 
understanding. And special consideration is exactly what we must 
give them and in my bill I propose to do just that. 

Specifically, this legislation would set aside $100 million for loans 
to help build industrial plants in rural areas and another $100 million 
for loans to urban areas. 

An additional $75 million would go into a revolving fund that 
would provide credit for fiscally poor communities so that they fer” 
build roads, harness waterpower and undertake other needed projects. 
For regions too badly off financially to borrow for publie works and 
improvements, this bill sets aside $50 million in grants for such 
communities. 

In addition to financial aid, it provides that the Federal Govern- 
ment furnish technical advice on attracting new industry, help State 


and local agencies train unskilled workers to meet the needs of in- 
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dustry, and establishes a program of market information to guide 
and assist businessmen. 

In summary, the program which I am proposing would provide 
assistance to communities, industries, enterprises and individuals in 
areas badly in need of redevelopment and rehabilitation to enable 
them to expat nd and adjust their productive activity to alleviate ex- 
cessive unemployment and underemployment by providing new op- 
portunities and deve loping and expanding existing facilities and re- 
sources without reducing employment in other areas of the United 
States. 

The current recession has dramatized nationwide the evils and 
dangers of unemployment and the vast sociological problems incident 
to these developments. These dangerous potentials to the United 

States have caused all elements of the Nation to join together to attack 
ile recession which we hope and pray is only a temporary condition, 
but this sense of awareness should shock this committee, the House, 
and the entire country into full realization of how very bad are 
these problems and evils when they are chronic and not tempor ary, 
and have existed not for 1 year, but for a generation. 

While I will agree to any proper measures—legislative and admin- 
istrative—to attack the problems of the recession, keep in mind that 
these temporary measures to solve a temporary condition, even if 
effective, will still leave the complicated problems of chronic areas 
of unemployment unsolved. 

The temporary problems of the recession could be described as 
economic influenza, and can be cured in a comparatively short time 
by the injection of proper legislative serum, but in my district we 
are suffering from an economic cancer for which there is no known 
cure or seruin but which all of the Nation’s experts declare can only 
be attacked intelligently by such measures as provided for in this 
legislation. 

Mr. Chairman, let us not wait any longer to help these people. 
We have forthrightly dealt with grave and tremendous problems 
during our history and have, with very few exceptions, found 
solution. 

Any further delay will serve only to compound and increase the 
economic ills of this great country ‘of ours. The Senate has taken 
action to combat this economic situation, and so must we. 

Therefore, I urge that favorable consideration be given to my bill 
which is before you. 

Mr. Brown (presiding). We have one other witness today, the 
Honorable George P. Miller of the Eighth District of California. 
I understand Mr. Miller has had to appear before another committee. 
I suggest, Mr. Clerk, that you advise Mr. Miller that he may file his 
statement with the committee. 


STATEMENT OF HON. ROBERT C. BYRD, A REPRESENTATIVE IN 
CONGRESS FROM THE SIXTH DISTRICT OF WEST VIRGINIA 


STATEMENT IN SUPPORT OF FEDERAL AID TO DEPRESSED AREAS 


Mr. Chairman, permit me first to congratulate this committee for 
the splendid job it did in holding thoroughly searching hearings on 
the causes of the present recession, The hearing has thrown light on 
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the measures which the Federal Government must take in order to 
pull us out of the economic morass in which the country has found 


itself for many months. 

I have followed the hearings with deep interest, and I know that 
you have made a real contribution to the American people by pointing 
out and sharpening the economic issues and problems which this 
country is facing. 

Outstanding among the facts brought out by the hearings is the 
plight of many communities, industrial and rural, throughout the 
country which have suffered over the years from continuous unem- 
ployme nt and underemployment. Thousands of families in these com- 
munities have failed to share in the American standard of living, even 
during the prosperous years which the economy experienced before 
the recession. 

The plight of these communities has been accentuated during the 
present recession. As I travel through my own State, I find that 
practically every important industrial area is suffering from excessive 
unemployment and want. In some of these areas, more than 1 out of 
every 5 persons in the labor force is unemployed. 

According to the latest report of the United States Department of 
Labor, a seventh of all persons covered by unemployment insurance is 
now unemployed and is subsisting on the meager unemployment insur- 
ance benefits. Even these inadequate benefits are not available to thou- 
sands of persons who have exhausted their unemployment insurance 
benefits. 

When more than 14 percent of the total labor force covered by un- 
employment insurance is unemployed, the situation is really grave. 
In West Virginia we are undergoing a real depression. In some of 
these areas substantial unemployment has prevailed for many years. 

I believe, therefore, that legislation before your committee calling 
for aid to depressed areas is essential and long overdue. We would 
have alleviated and prevented a great deal of human suffering, if 
action had been taken on the bill proposed by the distinguished chair- 
man of this committee 2 years ago. 

We cannot delay our responsibility to depressed areas any longer. 
I understand that your committee is going to consider a number of 
bills to combat the present recession on a number of fronts. These 
include making available loans for construction of community facili- 
ties. help to small business, and aid to depressed areas. I believe that 
legislation is necessary in all these areas in order to combat the re- 
cession. 

But, permit me to urge upon you that you give priority to H. R. 
6215 or similar legislation to aid depressed areas. Our unfortunate 
experience 2 years ago when the House was prevented from voting on 
this essential legislation must not be repeated. Your early favorable 
consideration of legislation to aid depressed areas is needed. The 
hopes of millions of Americans in the depressed industrial and rural 
areas depend upon your prompt and positive action. 

Mr. Brown. If there are no further witnesses at this time, the com- 
mittee will now adjourn to reconvene tomorrow morning at 10. 

(Whereupon, at 11:30 a. m., the committee adjourned to recon- 
vene at 10 a. m., Wednesday, May 21, 1958.) 
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WEDNESDAY, MAY 21, 1958 


Houst or RepresENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10 a. m., the Hon- 
orable Brent Spence (chairman) presiding. 

Present: Representatives Spence (presiding), Brown, Multer, Ad- 
donizio, Sullivan, Griffiths, Vanik, Coad, Anderson, Breeding, Talle, 
Kilburn, McDonough, Betts, Mumma, McVey, Hiestand, Bass, Seely- 
Brown, and Chamberlain. 

The CuarrMan. The committee will be in order. 

We will have the pleasure of hearing from the Secretary of Com- 
merce this morning. We are very glad to have your views, Mr. Sec- 
retary. You may proceed as you please and, if you wish, you may 
read your statement without interruption and then subject yourself 
to questions. 


STATEMENT OF HON. SINCLAIR WEEKS, SECRETARY, ACCOM- 
PANIED BY FREDERICK MUELLER, ASSISTANT SECRETARY; 
J. ALLEN OVERTON, JR., DEPUTY GENERAL COUNSEL; AND M. J. 
MEEHAN, DIRECTOR, OFFICE OF BUSINESS ECONOMICS, DEPART- 
MENT OF COMMERCE 


Secretary Werks. Mr. Chairman, thank you very much. I should 
like to read it through, and then I will be happy to try to answer such 
questions as may be presented to me. 

I do want, Mr. Chairman, to express my appreciation to you and 
the members of the committee for letting me come up today. I know 
it may have conflicted with your schedule somewhat, but it is of great 
help to me and I appreciate it. 

The CuarrmMan. You may proceed, Mr. Secretary. 

Secretary Weeks. I welcome the opportunity which your commit- 
tee gives me to discuss one of the most important subjects of the 
year—jobs—and how to stimulate their creation by private industry. 

As a result of encouragement from sound policies and constructive 
programs by Government, the dynamic force of private enterprise 
provided the American people with the three most prosperous years 
in history—1955, 1956, and 1957. 

Last year in the third quarter the economic pace began to slacken 
and the slowdown has continued into 1958, 

Economic adjustments are not yet completed, but employment has 
been rising seasonally, certain business indicators are a bit better here 
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and there, and a spirit of revived confidence is beginning to appear. 
I anticipate that the economic picture will be much ‘br ighter later this 
year and the next, if we do the right things now. The executive and 
all of the administrative branches of Government are dedicated to the 
maintenance of a growing, high-level, and stable economy. 

The economy’s progress from this point on depends primarily on 
what both Government and private individuals and groups do now. 
Hence a great responsibility rests on the administration and the Con- 
gress to think w isely and to act soundly. 

Let the executive branch and the Congress examine every rev ivi . 
proposal thoroughly to make as certain as we can that such executi 


action or legislation will help to push recovery—not retard it. a 
crease confidence—not weaken it. Curb living costs—not tina 
inflation. Spur economic growth—not stunt it. Make jobs—not 


destroy both jobs and job opportunities. 

In the course of this statement I shall discuss certain additional 
legislation the executive branch believes is needed to assist in advanc- 
ing our economy and I shall give my views—pro and con—on the 
measures now under consideration by your committee for area develop- 
ment legislation, community facilities, and the special needs of small 
business. But first, in order to have a better understanding of the 
current situation, I should like to trace some economic Gevelopinents 
leading up to the 1957 peak and the 2- e se decline. 

= of the main functions of the Commerce Department is to keep 

close watch on business developments. For that purpose we collect 
a great deal of information directly—through the Bureau of the 
Census, for example—and our Office of Business Economics analyzes 
practically every significant recorded fact that has a bearing on busi- 
ness. We do everything possible to put this information to use inside 
and outside the Government. 

You know, of course, that for more than 30 years the Department 
has published the monthly Survey of Current Business. A compari- 
son of a recent issue with one of the early ones will demonstrate how 
our detailed knowledge of business activ ity has been enlarged. We 
now have measures like those of national income and gross national 
product which tell us not only how the economy is faring as a whole, 
but also allow us to watch the movement of important parts of the 
mechanism. 

We can trace monthly changes in the rate of personal income. We 
have quarterly figures on personal consumption expenditures. Once 
a year we show the amount of personal income received in each State 
in the Union. 

What “yck figures show has been painstakingly detailed month by 
month. I should like to weave these reports into a story of what has 
happened in the past few years—to show where we are now in relation 
to the economy’s movements prior to and after an alltime peak was 
reached in the third quarter of last year. 

In this bird’s-eye view I shall necessarily speak in broad terms, but 
I assure you that my analysis is derived from the wealth of detail 
readily available in the Department and these materials have received 
mv personal attention and studv. 

First, a word about the developments leading to the 1957 peak: As 
the economy approached its peak in 1957, the upward movement was 
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art of a sustained rise that can be traced back 3 years, to the middle 
of 1954. It was broadly based and the benefits w idely distributed. 

You will recall that 1955 was an extraordinarily good year for auto- 
mobile sales, with over 714 million passenger cars sold in the domestic 
market. In 1956 and 1957 business investment in new plant and equip- 
ment amounted to more than $35 billion annually—very considerably 
higher than the 26 to 29 billion dollar rate of the preceding 4 or 5 years. 

Federal Government purchases of goods and services, which had 
amounted to $591 billion in 1953, were reduced by about $1214 billion 
in succeeding years but in 1957 were slightly above $50 billion. 

Exports of American goods and services, exclusive of military trans- 
fers, rose from about $18 billion in 1954 to $2314 billion in 1956. They 
moved ahead in early 1957 to a rate well above the previous year’s 
total. This spurt was occasioned in part by the disruption of usual 
sources of supply caused by the closing of the Suez Canal. 

I could list a number of other factors in the long rise that crested 
last year, but I shall hit only the highlights. These are enough to 
make the point that the basic demand for goods and services needed 
by an increasing population with rising real incomes was at various 
times during the long rise reinforced by patterns of additional and 
more transitory demand. 

When demand presses too hard upon resources, inflationary ten- 
dencies can be expected. It is not at all paradoxical that we were 
concerned about the danger of inflation before the peak was reached. 

Now, a word as to the major elements in the 1957-58 downturn: 

Federal Government purchases of goods and services, which had 
risen steadily throughout 1956, continued to advance through the 
second quarter of 1957. In total all Government purchases increased 
$6 billion in 1957, but orders and purchases were reduced in the sec- 
ond half of the year. 

Business expenditures for new plant and equipment leveled off 
at a high rate in the first three quarters of 1957, and turned down 
toward the end of the year. The Department’s survey of forward 
programs of expansion revealed that the stimulus of such invest- 
ment to the general economy would not be present in 1958. Rather, we 
faced a decline. It should be noted here that the annual rate of new 
plant and equipment expenditures anticipated this year is $32 billion- 
several billion more than was spent in 1955, which was considered 
good year. 

Purchases of consumer durable goods—including a es and 
other household equipment as well as automobiles— had fallen slight- 
ly in the second quarter of 1957 but then held at a $35 billion seasonally 
adjusted annual rate in the third quarter. 

Production of automobiles in 1957 was at an average monthly rate 
above 500,000 until September—October when the usual seasonal 
changeover cut output. Thereafter, although production of the 1958 
models was high in the next 3 months, it became apparent that con- 
sumer buying was not supporting such output. 

You will have noted that these relaxations of demand all had 
their primary effect upon the output of what are referred to as hard 
goods, consumer durable goods. As sales declined, inventory hold- 
ings became excessive even in those areas where inventory building 
had been modest. 
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susiness slackened its purchasing. The rate of increase in inventor- 
ies first slowed, and in the final quarter liquidation of inventories set 
in, with a general depressing effect upon production. 

While exports of goods and services in 1957 were at a record $26 
billion, about $214 billion higher than in the preceding year, the 
high point was reached in the second quarter. The circumstances 
which supported the previous rise to this peak were to some extent 
unusual, involving not only Suez but other temporary factor: 

The consequences of the developments which I have mentioned are 
readily apparent in total production as measured by the seasonally 
adjusted gross national product figures. The 1957 total of $4341% 
billion was the highest in our history. 

At the peak in the third quarter of 1957 the gross national product 
was at an annual rate of $440 billion. In the first quarter of this 
year it was set at a $422 billion annual rate. The largest decline has 
occurred in the private investment component of gross national prod- 
uct, including construction and producers durable equipment as well 
as business inventories. In the aggregate, 1957 expenditures for these 
purposes amounted to $641 billion. They dropped from an annual 
rate of $6614 billion in the third quarter of last year to $52 billion in 
the opening quarter of 1958. 

On the other hand, the larges component of the gross national 
product—personal consumption—h: is declined relatively little at an- 
nual rates, from the $ $283% billion in the third quarter to $281 billion 
in the first quarter of 1958. 

Total Government purchases of goods and services, inc luding State 
and local outlays, have risen from an annual rate of $8614 billion in 
the third quarter to an $8714 billion rate in the first qu: srter of this 
vear. This is due entirely to a rise, at annual rates, of about $2 bil- 
lion in State and local purchases, offset in part by a $1 billion decline 
in Federal Government purchases. 

Consumer purchases of durable goods have slipped off considera- 
bly, but contrariwise, purchasing of nondurable goods is off very 
slightly, and spending for services has continued to increase. Reflect- 
ing r the decline i in consumer demand, passenger-car assemblies averaged 
about 72,000 a week in April this year, as against a weekly average of 
more than 117,000 for all of last year. 

A word about the present situation in general: It is apparent that 
liquidation of inventories is continuing at a high rate, and that busi- 
ness capital outlays can be expected to be further reduced. The im- 
pact of the contraction of consumer spending has been felt most severely 
by sellers of consumer durable goods, especially automobiles. 

Consumer purchases of nondurable goods and services have been 
maintained quite well, and are supported by a continuing high rate 
of personal income. Personal income in April was off by less than 114 
percent from its peak last year, and was $414 billion higher at an 
annual rate than in the first quarter of 1957. As is typical in a 
recession, the largest part of the decline in total income has occurred 
in retained pr ofits, rather than in personal incomes. 

Moreover, in recent months personal income has been held up by 
higher unemployment compensation payments and expanded. benefits 
under the social-security system as well as by a pickup in farm 
income. 
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Government purchases of goods and services are increasing. Right 
now the rise is most evident in the spending of State and local govern- 
ments, but by midyear this will be supplemented by larger Federal 
purchases under defense contracts currently being placed in larger 
volume. I shall go into this situation later when discussing the recent 
antirecession activities of the Federal Government. 

In dealing with the national economy, one tends to jump from the 
large picture, painted with a broad brush,*to highly specific situations 
which warrant very definite action. Thus far I have here tried to 
state my general view of the economic situation with as much relevant 
detail as is necessary for complete understanding. At this point, I 
shall turn to more specific matters. 

First, let us consider the uneven impact of the downturn: I have 
pointed out that the downturn in economic activity since last fall’s 
record high has been centered mainly in produe tion and demand for 
producer and consumer durable goods. The decline in nondurable 
goods has been slight, and other sectors of the economy have in the 
aggregate continued to expand. These comprise largely the services 
industries and State and local governments. 

The trends are illustrated in broad outline in the framework of 
sales and employment data. 

Declines over the past year have been general throughout the dura- 
ble goods industries, though basic materials producers have experi- 
enced the shar pest relative contractions in dollar sales as their custom- 
ers have reduced not only their output but their inventory holdings. 
The current value of shipments by hard-goods producers is nearly one- 
fifth under their record high a year ago. 

Sales trends characteristic of the durable- goods group varied widely 
among the component industries, with important differences in timing 
and magnitude. The smallest impact of the business downturn to 
date appears to have been in the electrical machinery industry. For 
the group as a whole, sales were well maintained until late 1957, 
though shipments in early 1958 have shown declines. Nonelectrical 
mac hinery sales had held up well through the third quarter of 1957 
but declined rather rapidly and in Mare h 1958 were approximately 10 
percent below a year ago. 

The impact of the retrenchment in business activity has also been 
very pronounced upon the primary metals group. These producers 
in 1957 registered the earliest downturn in sales and the largest decline 
in output “of any major industry. Deliveries have continued off in 
early 1958; in March, shipments by iron and steel firms and by non- 
ferrous metal producers were nearly one-third below a year ago. 

In consumer markets such as food, beverage, and tobacco, sales 
have been well maintained. 

The employment pattern in nonfarm establishments also emphasizes 
the uneven inc idence of variation in demand and production. The 
peak in the 1955-57 cyclical rise was reached last August, when the 
seasonally adjusted number of employees on nonfarm payrolls reached 
52.8 million. By April of this year, nonfarm employment had de- 
clined 2.3 million, or 4 percent, from this peak. Nearly three-fifths 
of the employment reduction was centered in durable-goods manufac- 
turing, although there was some easing in nondurable goods em- 
ployment and in such industries as mining and transportation which 
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are directly related to manufacturing activity. Contract construction 
employment was also lowered. 

In contrast, employment in a broad range of industries has re- 
mained stable or declined only moderately. A few industries have 
continued to increase their work forces. Total employment in these 
industries accounts for the greater proportion of the nonfarm work 
force, representing the large sectors of nondurable goods manufac- 
turing, trade, services, finance and insurance, public utilities and gov- 
ernment. In the aggregate, these industries comprised seven- tenths 
of total nonfarm employment i in April 1958. 

Let us survey for a moment the implications for business earnings: 
The flow of production incomes has been affected in various degrees 
by the business downturn. Complete data on national income are not 
yet available, but figures on the flow of personal incomes are illustra- 
tive of trends. 

Earnings flowing to individuals—wage and salary disbursements 
plus other labor income and proprietors’ and property income—de- 
clined to $319 billion at a seasonally adjusted annual rate in the first 
quarter of 1958, about $7 billion lower than the peak of the third 
quarter last year. The decline in income was centered in wage and 
salary disbursements with proprietors’ incomes slipping moderately 
under competitive pressures and lower sales volume and total property 
earnings continuing about unchanged. 

Although personal incomes earned in production—principally wages 
and salaries—have been declining, this has been partly offset by rising 
Government payments for unemployment and other benefits. Inde ed, 
these payments have risen by more than $4 billion since last August, 
offsetting about one-half of the decline in wage and salary incomes. 
In addition, the sharp fall in corporate earnings since last summer 
has not to date been reflected in the flow of dividend payments, which 
throughout the postwar period have represented a lesser part of cor- 
porate income than in prewar periods. 

Comprehensive data on the recent course of corporate profits thus 
far in 1958 are not yet available, but it is clear from partial reports 
and related data that a very sharp drop has occurred as a result of 
shrinking sales and squeezing of profit margins. 

For example, current indicators of activity in manufacturing— 
including industrial production, carloadings, employment and pay- 
rolls—suggest that corporate earnings continued to decline in early 
1958. The variation by industry has closely followed the pattern of 
economic developments, with the largest declines occurring in rail- 
road and manufacturing profits, especially in durable-goods groups. 

Now, a word about Federal Government actions: The Federal Gov- 
ernment has already done much to stimulate recovery of the national 
economy through direct action and as a result of its current opera- 
tions. The major impact of Government operations in recent months 
has been felt along three major pathways. 

First, as we know, our fiscal system has a number of built-in stab- 
ilizers designed to cushion or offset declines in private income. A 
major stabilizer is in the enlargement of Government payments, prin- 
cipally insurance benefits, as unemployment increases. Total pay- 
ments under what the national income people call transfers have 
increased over $4 billion, at annual rate, since last August. 
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While unemployment compensation benefits have been important in 
supporting personal incomes, in many cases, exhaustion of benefit 
rights have developed. As you know, a recommendation has been 
made to the Congress for a temporary extension of unemployment 
benefits received under State laws. I'am gratified to note that the 
House of Representatives has taken reé alistic and constructive action 
on this measure. 

Second, through actions of the Federal Reserve authorities in 
lowering discount rates and reducing reserve requirements of the 
member banks, funds are more res adily available to borrowers at a 
lower cost. 

Third, policies have been initiated to increase Government purchas- 
ing. The increase in expenditures for goods and services, which 
the Federal 1959 budget programed for the latter half of the current 
calendar year, has alre “ady resulted in an increased flow of Govern- 
ment orders to business. 

On March 26, the President directed Federal civilian agencies to 
proceed at once to place as many orders as possible for needed sup- 
plies and equipment. He requested the Director of the Bureau of 
the Budget to accelerate this program wherever possible and when 
consistent with law to place contracts in areas of substantial unem- 
ployment. The Defense Department, although not included in this 
directive, has been increasing the rate of milit: ary hard goods pro- 
curement and advancing its scheduled purchases of other types of 
goods and services. 

Federal ordering for goods and services so far this year is at a 
higher rate than in the last half of 1957. The rate of obligations 
of defense funds for major procurement and construction, as an- 
nounced by the Department of Defense, rose to $2.4 billion in March 
1958, the highest monthly rate of obligations during the past 2 fiscal 
years. Total obligations for procurement in the January—March 
quarter amounted to $4.6 billion, compared to $3.9 billion in the last 
quarter of 1957 and $2.1 billion in the July-September 1957 quarter. 

We are advised that the Administrator of the Housing and Home 
Finance Agency in his testimony before this committee as part of the 
current proceedings has touched on actions taken by the Administra- 
tion in the housing field. I will therefore not burden the record by a 
repetition of these actions. 

A speedup program similar to that described above in the Govern- 
ment procurement field is underway in the field of civil public works 
and will result in spending approximately $200 million several months 

varlier than originally planned. Approximately $186 million is 
sought to accelerate water resource projects by the Departments of 
Interior, Army, and Agriculture. 

Here in the Commerce Department distribution of over $63 million 
for airport construction in the year beginning July 1 was announced 
on March 20. This is the earliest the allocation’ has been made in 
the 12 years of the program and the early announcement. will accel- 
erate actual construction which will represent twice the amount 
allocated since the Federal funds will be matched on a 50-50 basis. 
Authorizations for the program of the Civil Aeronautics Administra- 
tion for modernizing and expanding the Federal Airways System 
have increased from $75 million in fiscal year 1957 to $146 million in 
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fiscal year 1958. One hundred and seventy-five million dollars has 
been requested for fiscal year 1959. Actual procurement of electronic 
equipment’ and structural materials under this program has doubled 
during fiscal year 1958, and procurement will continue at an increased 
level duri ing fise: ul year 1959. 

Acceleration is also taking place in the highway program of the 
Department of Commerce. The Federal-Aid Highway Act of 1958, 
which was approved by the President on April 16, 1958, was in- 
tended to serve as an antirecession measure as well as to provide for 
continuing the Federal-aid highway program at the rate provided for 
in the 1956 act. 

In addition to providing for continuation of the regular Federal- 
aid highway programs, the act granted a special authorization of 
400 million of primary, secondary, and urban funds for the fiscal 
vear 1959, and increased the authorization of interstate funds from 
$2 billion to $2.2 billion for such year. The additional funds author- 
ized for the fiscal year 1959 were apportioned on April 17 and the 
States are making prompt use of the new funds. As of May 16, 1958, 
a total of $117 million of the new primary, secondary, and urban 
funds had been programed to projects. 

Under the ship construction program of the Maritime Admin- 
istration, a contract was awarded in November 1957, for construction 
of the first nuclear merchant vessel at an estimated cost of approxi- 
mately $40 million, of which $18 million will be financed by the 
Maritime Administration and $22 million by the Atomic Energy 
Commission. Contracts were awarded in the first quarter of calendar 
vear 1958 for construction of 15 cargo vessels for subsidized operators 
at a total cost of $188.7 million. The Government will contribute 
$89,650,000 for construction subsidy and national defense features, 
and the balance will be expended by the operators. The 1959 budget 
contemplates construction contracts for 20 new vessels for subsidized 
operators at a total cost of approximately $293 million. ‘The Govern- 
ment’s share of this construction will be $132 million. 

Other actions taken by the executive branch include extension - 
credits by the Export-Import Bank which have been estimated at $62 
million for shipments abroad during the first half of calendar 1958, 
The President has requested the Congress to increase the Bank’s lend- 
ing authority by $2 billion and the Congress has passed such legislation. 

The General Services Administration has currently authorized 92 
projects for lease-purchase of public buildings and if legislation is 
enacted permitting this program to continue, expansion is contem- 
plated ; $105 million would be spent in 1958 and $302 million in 1959 

Certain funds held in reserve have been released for repair and im- 
provement projects by GSA and for loans by the Rural Electrification 
Administration. These amount to $8 million for GSA and over $12.6 
million for the REA. 

The Secretary of Agriculture has directed the CCC to promote loans 
for on-farm grain storage facilities and the service charges of SBA 
on deferred participation loans have been cut in half to induce more 
banks to participate in making loans to small business. 

Finally, in addition to the legisl: ative proposals to assist areas of sub- 
stantial and persistent unemployment, and to assist small business by 
tax relief and in obtaining long-term loans and equity capital, dis- 
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cussed in detail in this statement, requests have been made for legisla- 
tion removing limitations on the statutory life of SBA, authorizing 
a $2 billion program of modernizing and equipping buildings which 
are erected with private funds for post office use, and a $46 million 
appropri ition for hospital grants. 

Other actions more or less ¢ losely associated with the purposes of 
legislative proposals and executive action described above will have an 
aggregate effect on the level of our Nation’s economic activity. Addi- 
tionally, what comes to my mind are executive branch legis: ative rec- 
ommendations relating to our foreign trade, mutual secur ity expendi- 
ture and assistance to rs ~ailroads. 

Let me turn now to the Area Development Legislation: Now, I have 
been asked to comment on three groups of bills under your considera- 
tion. There are pending before this committee a large ‘number of bills 
relating to Federal assistance to areas of substantial and persistent 
unemployment. The principle that the Federal Government has a 
real interest in use and development of the manpower and physical re- 
sources which these areas re present has been announced on a number 
of occasions by the President. The administration has urged enact- 
ment of legislation proposed to provide a program shaped precisely for 
assistance to these areas, and its proposals are contained in H. R. 5459, 
H. R. 5468, H. R. 5500, and H. R. 5566. 

The proposed administration program would focus existing Federal] 
assistance activities for the benefit of these areas and give the Secretary 
of Commerce responsibility for a program of lending funds to enable 
the areas to finance projects for the purchase or development of land 
and facilities for industrial usage, for the construction of new factory 
buildings, for rehabilitation of abandoned or unoccupied factory 
buildings, or for the alteration, conversion, or enlargement of any ex- 
isting palidiegs for industrial use. 

The Secretary of Commerce would be authorized to certify to the 
Administrator of the Housing and Home Finance Agency that there 
is a reasonable probability that a designated area or areas will be able 
to achieve lasting improvements in economic development with the 
benefits provided under the program. U pon such a certification the 
Administrator could provide financial assistance on a priority basis 
to provide needed basic public works. 

These public works would include works for the storage, treat- 
ment, purification, or distribution of water, sewage, sewage treat- 
ment, and sewer facilities, and gas distribution systems for which 
there is an urgent and vital need. 

Another aspect of the administration proposal which should be 
stressed is the location in the Department of Commerce of the pro- 
gram of technical assistance to these communities. There is now in 
the Department an Office of Area Development which, at modest 
cost, has demonstrated its value in providing technical assistance on 
such cases, in pointing out where such information might be obtained, 
and in informing communities of actions that have proved of benefit 
elsewhere. Location of such a program other than in the Depart- 
ment of Commerce with its historical program of fostering and pro 
moting commerce would be an unwise duplication of existing facili- 
ties and trained personnel, 
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Certain other aspects of the lending program of this proposal 
warrant your favorable consideration. ‘These include the require- 
ment that there be participation and approval by an appropriate 
agency of the State in which the area is located, of an overall pro- 
gram for the economic development of the area and a finding that the 
proposed project will be consistent with that plan, and the require- 
ment that 15 percent of the cost of the industrial project be under- 
written by local funds with security therefor to be subordinate to 
security for the Federal loan. 

I have gone into considerable detail with respect to the proposed 
program of assistance to these areas of substantial and persistent 
unemployment and the purpose of such a program. There are 
certain ends to which the proposal is not directed. It is not intended 
to provide the solution to present general problems facing our domes- 
tic economy. This is a rel: atively long-term assistance to provide 
financial and technical help to these localized areas of substantial 
and persistent unemployment, not to areas whose economic ills are 
of more recent origin and which must be considered of a transitory 
character. The executive branch has taken actions and has actions 
underway which will serve these latter areas more effectively. These 
were discussed above. 

Much emphasis has been laid, in hearings with respect to area 
development, on precise amounts of appropriations authorized for 
the various aspects of this program. It seems to me that the em- 
phasis has been unwarranted. We would be dealing here with an 
untried program—a pioneer attempt by the Federal Government to 
help, by loans and by technical assistance, these unfortunate com- 
munities to help themselves. 

Assistant Secretary Mueller, who sits with me today, has emphasized 
in his testimony before the Banking and Currency Committee of the 
Senate that he simply cannot state with any mathematical certainty 
the demands which this new program will make on our Treasury. 

The program is subject to limitations, which are quite proper and 
which should be imposed as a matter of self-regulation if not imposed 
by statute, but which will provide a real limit on expenditures under 
the program. I refer to the restriction against action which will result 
in substantial unemployment because of a relocation which might be 
assisted with Federal funds. The Administrator of the program must 
also be on guard against unwarrantedly assisting a business which, 
by virtue of this assistance is thereby in a preferred competitive posi- 
= with an established firm. These are the sort of considerations 

vhich compel me to say that a preliminary estimate of the maximum 
odie of appropriation authority is certainly not of any conclusive 
significance. 

‘Now, a word about the community facilities program: There are 
before this committee several proposals for expanding the existing 
program of Federal loans for community facilities presently adminis- 
tered by the Housing and Home Finance Agency. These proposals 
would expand considerably the amount of funds for this authorized 
purpose and provide for a rate of interest which would be somewhat 
lower than the rate which communities would be required to pay for 
private financing. 
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I do not believe that the enactment of such proposals would have 
any but the mildest form of antirecession effect. Almost all the Fed- 
eral money which would go out under this program would merely 
replace funds that would otherwise be obtained privately at moder- 
ately higher but reasonable rates of interest. I do not believe that 
the projects which meet requirement of reasonable assurance of repay- 
ment and which could be financed by Federal funds and not financed 
privately would provide significant volume to make a real difference 
as an antirecession move, and these proposals should not, therefore, in 
my judgment, be enac ted. 

T will now turn to the need for meeting needs of small business of 
equity capital : Let us keep in mind that in more than 4 million private 
business enterprises, businessmen right now are engaged in decision- 
making as to production, sales, prices, rehiring, researe ch, plant expan- 
sion, and other activities. About 63 million gainfully employed work- 
ers are considering what to do with the income they are earning. 
Millions of consumers are consulting their own desires, as well as their 

ocketbooks, as they make up their minds on what to buy and when. 

Confidence—the dynamic foundation of spending—is on the rise. 
Government must encourage that revival. 

I believe the time has come when we must take some additional con- 
structive action to deal with the problems of small business. It has 
been recognized for years that many of the financial problems of the 
smaller enterprises arise from taxation and the inability to obtain ade- 
quate amounts of equity capital. It has been necessary for small con- 
cerns to grow from within by the retention of earnings : and by obtaining 
capital from outside sources on a personal-contact basis. 

The burden of taxation has restricted the small concern’s ability 
to grow through the retention of earnings and it has also had a direct 
effect on the willingness of outside investors to commit funds to small 
and new enterprises. To the investor it has seemed all too true that the 
Government is willing to share his profits and let him keep his losses 
and under such circumstances he cannot be expected to invest freely 
in the small high-risk type of enterprise. 

The President’s Cabinet Committee has made recommendations 
which would reduce some of the tax problems facing small-business 
enterprises and which would encourage investment in such enter- 
prises. I believe it is important at a time like the present to take 
those steps which will bring about. most direct encouragement to ex- 
pansion throughout the business system. 

It seems to me that one of the most direct and simplest approaches 
to the problem of providing adequate amounts of equity capital to 
small business would be to remove the present deterrents to the will- 
ingness to invest in such enterprises. Moreover, to be sure that such 
investment receives greatest encouragement toward the smaller con- 
cerns it should be subject to suitable limitations or safeguards. 

I would like to see the Internal Revenue Code amended to provide 
an ordinary loss deduction wp to $50,000 in any 1 year for lew in- 
vestments made in small businesses having a paid-in capital of not 
more than $14 million and a net worth position of not more than $1 
million. This would in effect limit the loss provision to investment 
in comparatively small concerns and it would provide a tremendous 
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stimulus to the thousands of small investors in this country to give 
serious attention to opportunities which exist in the new or small 
enterprise. 

Another tax approach which would have great value in stimulating 
private investment and would be of indirect benefit to the equipment 
industries of this country would be to authorize the use of the present 
accelerated depreciation methods on used equipment purchases not 
exceeding perhaps $50,000 in any one year. The life history of most 
new businesses is to start with used equipment. This approach would 
be of greatest value to the small new concern, but it would also be of 
value to every business which from time to time finds it desirable to 
purchase used equipment. It seems highly likely that any increase 
in the use of used equipment would ultimate ly lead to larger purchases 
of new equipment. 

A third device which would involve a relatively small revenue loss, 
but would introduce considerable flexibility into the tax system would 
be to give small corporations the priv ilege of being taxed as partner- 
ships in certain cases. This would encourage the use of the corporate 
device with its many advantages and add to the stability of many con- 
cerns in that interim stage of their development between the truly 
small size and the size where incorporation becomes necessary. 

A fourth tax device for which there is great demand on the part 
of the more successful and more mature small concerns would be the 
vane ilege of paying estate taxes over a period of up to 10 years in any 

‘ase where the estate was made up largely of investments in closely 
held business concerns. This would avoid many cases of forced sale in 
order to pay taxes, it would permit orderly liquidation in other cases, 
and what is perhaps more important, it would frequently operate to 
remove an important factor in the present trend toward business 
mergers. 

I am convinced that the Government could afford such temporary 
losses of revenue as may result from these proposals. I am also con- 
vineced that any losses which occur will be temporary and that the 
stimulus to new investments on the part of private investors will, 
within a short time, result in sufficient expansion to offset such losses. 
In fact, these proposals may prove so effective as to remove any need 
for other approaches to the sail al problems of small business. 

In order to assure that we achieve a maximum certainty in solving 
the equity capital do 7 ii of small business, I believe we should 
give consideration to the adaptation of an institutional device to pro 
vide these equity funds. I believe this should be done so as to keep 
the Government as far away from direct ownership in private bus) 
ness as is possible. Moreover, this should be done without creating 
any new bureaucratic complex with its attendant problems of admin 
istrative overhead and organizational prerogatives. 

I am delighted to see that during recent months the various pro 
posals aiming at solving the capital problems of small business have 
taken the realistic turn of providing what is more nearly equity 
capital and doing it through what can be a purely private agency. | 
am referring now to the various proposals for the creation of an in- 
vestment company financed primarily with private funds and author- 
ized to make advances to small concerns through the use of convert- 
ible debentures. The use of a private institution keeps the Govern 
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ment as far from business ownership as is possible and the conver- 
sion feature affords an opportunity for sufficient gain to offset the 
inherent hazards of small opel rations. 

In order to establish such investment companies as quickly as pos- 
sible and with the least addition to Government overhead, I believe 
the ably managed Small Business Administration should be author- 
ized to make loans to such investment companies so long as they con- 
form to rules and regulations laid down by the Small Business 
Administration. 

The Small Business Administration might be authorized to make 
loans to such investment companies in an amount equal to at least the 
paid-in capital and surplus and possibly after adequate experience, 
to as much as twice the paid-in capital and surplus. 

In order to encourage the formation of the investment companies 
we should grant them certain tax concessions. Consistent with my 
earlier recommendation I would like to see investors in these com- 
panies authorized to treat any losses which might be experienced as 
ordinary losses and deductible in full. 

Moreover, I would like to see the losses exper ienced by such in- 
vestment companies given similar treatment. This would substan- 
tially reduce the risk factors presently found in small business in- 
vestment and should prove adequate to bring about the creation of 
the companies and the indirect provision of much equity capital to 
small promising and growing enterprises. What is more important 
is that we would be doing this within the framework of the private- 
profit, free-enterprise system which we all value so highly. 

In conclusion, I should like to refer again to the responsibility for 
wise policy and sound action imposed on government. 

In April, nearly 63 million people h: ud jobs and around 5 million 
were une mployed. Our deep concern is not with statistics, but pri- 
marily to assist unemployed families during the. period of their ad- 
versity. Steps to expand unemployment benefits, as proposed by the 
President, already have been taken by the House. 

But our goal also is to make possible such incentives as will accele- 
rate business activ ity and create additional job opportunities for our 
expanding labor force. Increased employment will come froma grow- 
ing economy, made strong by the confidence of consumers, businessmen, 
farmer s, workers, and other private sectors. 

I am-sure that. the long and thorough accumulation of facts on the 
economy by this committee has given you a keen appreciation of gov- 
ernment’s duty in economic leadership. 

[ trust that vou will agree that both the executive branch and the 
Congress should weigh ¢ arefully every so-called antirecession proposal 
to be sure it could deal promptly and effectively with the current sit- 
uation and not come into force long after conditions have improved- 
and thereby perhaps add fuel to future inflation: ry pressures. Let us 

carry out constructive policies that encourage the vigor and force of 
private enterprise to generate healthy revival and to go forward in 
the months and years ahead to great economic growth. 

Mr. Chairman, I thank you for the opportunity of presenting this 
statement, and I am ready to try to answer any questions. 

The Cuamman. Mr, Secretary, you say you are opposed to the 
Community Facilities Act because the money loaned for needed public 
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improvements would supplant loans made by private enterprise. Now 
my experience is that hundreds of the smaller towns are anxiously 
awaiting some kind of help because at this time they cannot get loans 
from private enterprise. Their plans are already made, they are 
ready to proceed with the work, but it is impossible for them to get the 
necessary funds. 

Don’t you find some complaints of that kind ? 

Secretary Weexs. Mr. Chairman, there have been none that have 
come to my attention. The decline in the Federal Reserve rate, in- 
terest rates generally, in recent months, indicate to me—and to the 
banking authorities indicates—that there is capital available at cur- 
rent market rates to do these things that have to be done. 

I find no evidence that there isn’t private capital available to do these 
jobs, if you allow interest rates to be sufficient to attract private 
capital. 

he Cuarrman. That has not been my experience. I get many, 
many letters from many small cities, from many political subdivisions, 
that they are all ready to go with these works, that they are necessary, 
frequently involving w ater systems where there is no water, the con- 
struction of sewers, and many, many other things, and the cities say 
they are unable to get any funds to proceed. Now perhaps they make 
their complaints more to their Congressman than to the Secretary of 
Commerce. But that has been my experience, and has been my con- 
tinuous experience. 

Secretary Weeks. Well, Mr. Chairman, if I may say so, I know a 
little about these municipal projects. For 6 years I was mayor of a 
small city of 60,000 population—Newton, Mass.—and I became very 
closely acquainted with the operation that goes on in a small commu- 
nity of that type, or any community. And so, I think I am right in 
saying that you may have many complaints, Mr. Chairman, but they 
do not come to my attention, and I don’t believe, today, that there is 
a municipality that cannot get the funds to carry on substantial de- 
sirable projects in its « community. 

The Eitenean I didn’t refer to small cities only, but small and 
medium-size cities. I know of a small town of 25,000 population 
which has all its plans ready for the construction of sew ers, and can’t 
get money without paying exorbitant rates. In addition to that, un- 
der the constitution of many | States, they are limited as to their in- 
debtedness, and they couldn’t issue revenue bonds on revenue produc- 
ing projects, but if they could get that money at reasonable rates that: 
work would proceed and give employment to a great many people, and 
I also find, from small business, and the bankers corroborate it, that 
they cannot get loans for equity capital. The bankers have told them 
they wouldn't make those loans. 

I think that would have a great effect upon present economic con- 
ditions of the country, to stimulate small business. Do you object to 
loans to small business for equity capital if there is reasonable assur- 
ance of repayment? 

Secretary Werks. Do I object to loans? 

The Cuamman. Yes. I assume you would object to the Govern- 
ment making equity investments directly in small business. That 
would, of course, be different from the SBA loans. 
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Secretary Weeks. Well, of course, we are loaning through the 
Small Business Administration, in effect, for the carrying on of their 
business. 

The Cuamman. For carrying on their business, yes, sir; but not 
for equity capital. 

Secretary Werks. We are making loans on a 10-year basis, are we 
not, Mr. Mueller? 

Mr. Muewter. Yes, sir, Mr. Secretary. 

Mr. Chairman, the loans of SBA; as I think all you gentlemen 
know, are long-term loans that the banks are proscribed by “law from 
making, so that the Small Business Administration has the opportu- 
nity of making these long-term loans—for 10 years—and just ampli- 
fying, in answer to your question, Mr. Chairman, the Administration, 
and the Sec ret: ry, and our Department of Commerce, feel very 
strongly that the Government, as such, should not take equity positions 
in smal] business or any business. When the Government starts get- 
ting into equity positions, God knows where it would end. 

Now, this particular proposal that the Secretary made; namely, 
that we are in favor of loaning money, Government money, to small 
business Investment companies, who in turn take equity positions, is 
another thing. Those companies are private companies, privately 
financed, and they would just have the opportunity of getting this 
additional Government money. 

The Cramman. Well, the question is, after you lend the money 
to the investment companies, will they lend the money to small busi- 
nesses for equity capital ¢ 

Mr. Mvuetter. That is the purpose of it. 

The CHamrMAN. Well, have they done it? 

Mr. Mvetirr. This is a new type of a venture. In other words, 
there are some small type investment corporations now in existence, 
there are State and community development corporations who have 
been doing this, but Mr. Weeks in his testimony recommended that 
they be expanded, that they be encouraged to form these companies, 
so that they in turn can, through the convertible debenture method, 
take equity positions in small business ventures 5 but, by virtue of the 
fact that such a company has private money, is privately managed, 
locally managed, you get much better deter mination as to the desira- 
bility of any particular investment. 

The Cuarrman. Now, when the money is loaned to the privs ate In- 
vestment companies, is there any provision in the Secretary’s proposal 
that it must be loaned for equity capital ? 

Mr. Muetter. There certainly could be such a provision, yes, sir; 
that the purpose of a small business investment corporation, a pri- 

vate investment corporation, would be to loan money to small busi- 
ness, and we would suggest that there should be limitations to be sure 
that that is the purpose for which the Federal funds will be loaned 
to such investment companies. 

The CHarrMan. Don’t you think that under this new program loans 
to private investment companies should be made only on condition that 
they shall use it to provide equity capital for small business ? 

Mr. Mueuuer. Yes, sir. There would be in a bill, which I believe 
Mr. Talle has introduced, that particular type of limitation, and abso- 
lute necessity for any Federal money that is loaned to these new type 








1192 LEGISLATION TO RELIEVE UNEMPLOYMENT 


corporations, be used only to take equity positions in small business 
ventures. ‘That is the purpose of it. The sole purpose of it. 

The Small Business Administration today can lend money to small 
businesses for their ordinary business operations. So this is to take 
the other tack, and I think you must also recognize that one of the 
important things that we are recommending is that in order to en- 
courage these, there must be tax concessions with respect to losses on 
such investments. Everyone recognizes that investment in small busi- 
ness isa risky venture. There is no question about it. 

The Cuarrman. Aren’t you taking the same risk if you lend the 
money to private enterprises / 

Mr. Mvetier. No; because you require, first, that that small private 
investment company have, I believe according to Mr. Talle’s bill, 
least $100,000 capital of their own, or private money, before the Gov- 
ernment will come into the picture at all. 

The CHarrman. Well, if it is a hazardous investment, will not the 
Government eventually be in the same position if they lend money for 
that purpose to private investors as if they loan it direct ¢ 

Mr. Mvetuer. No, for this reason: that the private investment com- 
pany will be spreading its risk over a number of such ventures, some 
of which we certainly hope will be successful. 

The Cuarrman. Wouldn't that apply to the Government if it were 
lending the money directly ¢ 

Mr. Muruirr. No, because it would require a pretty wise Govern- 
ment to go through this land from State to State, community to com- 
munity, and pick out those ventures and loan money on an equity 
basis, or rather I shouldn’t say loan, but take an equity or ownership 
position, in these businesses. In the first place 1 would regret the 
day that the heavy hand of Government would ever take an owner 
ship position in small business or any business. 

The Cnarman. The bill I introduced follows the same pattern 
except it sets up a separate agency to accomplish that purpose. 

Mr. Mvetier. That is true, and we feel, and Mr. Weeks, I believe, 
in his testimony brought out, that we have an agency, the Small 
Business Administration, which, in our opinion, is doing an outstand 
ing job. Now, why duplic ate it? Why bring in another agency to 
do the same thing? They have the fieldmen, they have the experl- 
enced bankers on their advisory boards, they are in a much better 
position to do this than to start up another agency. That is the posi 
tion that Mr. Weeks has taken. 

Secretary Weeks. Mr. Chairman 

The Cuarrman. I have exhausted my questions. 

Dr. Talle—— 

Mr. Brown. Mr. Weeks would like to make a statement. 

Secretary Weeks. Could I make one comment on this municipal 
operations situation, which we discussed a minute ago ? 

The CuarrMan. Yes. 

Secretary Weeks. I will revert to my testimony on page 5, at the 
bottom— 


total Government purchases of goods and services, including State and local 
outlays have risen from a rate of $86%% billion in the last quarter of 1958 to an 
$87% billion rate in the first quarter this year and this is due entirely to a 
rise at an annual rate of about $2 billion in State and local purchases. 





LEGISLATION TO RELIEVE UNEMPLOYMENT 1193 


I am advised that the municipal bond flotations have increased 
materially this year, almost, I think double, as a matter of fact. So 
this would indicate to me that there is money available to do these 
things. 

The Cuatrman. Dr. Talle 

Mr. Tarte. Thank you, Mr. Chairman. 

Thank you, Mr. Secretary, for your statement which surely has 
involved a great deal of work. I sensed that immediately from ex- 
amining it and from hear ing you read it. I thoroughly agree with you 
that we should not throw the Small Business Administrs ation aside. 
Its record is really pretty good; isn’t it ? 

Secretary Weeks. I think so; yes, sir. 

Mr. Tauie. It is young. It can’t be expected to perform miracles 
the first, second, or third year, and it seems to me its record is very 
good, in the last 15 months particularly. I compliment you on your 
statement. 

Now, turning to what Mr. Mueller said, I agree with you thor- 
oughly, Mr. Mueller. After all, we should remember, as Members 
of the Congress, that the money we work with and appropriate, is 
money from the taxpayers’ pockets, and that if we set up a situation 
which involves undue drain on those pockets, | doubt if the American 
people would be very much pleased. They would like a tax reduction 
now, would they not, Mr. Weeks ? 

Secretary Weeks. Yes, sir; I think so. 

Mr. Tauie. | agree with what was said, and I am pleased with what 
was said about the Small Business Administration and the proposal 
to supply equity capital through the medium that is suggested in my 
bill,and I think we can do that with safety. 

I know the feeling is still abroad that money from the Govern- 
ment is free, doesn’t cost anybody anything, doesn’t hurt anybody, 
but I hope some day we can make it clear that the money we work 
with is the taxpayer’s money and that Uncle Sam doesn’t have a 
dollar. In fact, he has a sizable debt, has he not, Mr. Secretary ¢ 

Secretary Weeks. I believe so. That is my understanding of it, 
sir. 

Mr. Tauie, And we should encourage private enterprise, and that 
is the basic idea in the bill which I have proposed. The Small Busi- 
ness Administration would work with local and State agencies that 
are already in existence and carry on the proposals in the bill. I won’t 
take any more time. Thank you, Mr. Secretary, and Mr. Mueller. 

‘The CuarrmMan. Mr. Brown 

Mr. Brown. Mr. Secretary, when Mr. Barnes, Administrator of the 
Small Business Administration, testified before this committee last 
week he said he would have no objection to an amendment to the area 
redevelopment bill to extend assistance under the area redevelopment 
program to rural areas. In your discussion of the area redevelopment 
bills you did not mention rural areas. Don’t you agree with Mr. Barnes 
that these areas should be covered under the program / 

Secretary Weeks. Yes, sir; we have approved, in writing, I think, 
to this committee, have we not—no; to the Senate Committee, we have 
given our approval of this, in this language. We recognize that there 
is need for comparable types of assistance for rural areas. We would 
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have no objection to authorization of a limited program for such 
assistance confined initially to a more manageable number of areas. 
That is the language we used in the Senate. 

Mr. Brown. Thank you, sir, that is all. 

The Cuamman. Mr. Kilburn. 

Mr. Kirsurn. Thank you, Mr. Chairman. 

Mr. Secretary, I thought you made an excellent statement. 

Secretary Weeks. Thank you, sir. 

Mr. Kiirpurn. And I agree with almost everything init. The chair- 
man brought up one question on municipalities and subdivisions being 
able to get financing. Isn’t it true, sir, that in the first 4 months of 
1958 there were more long-term bonds, municipal bonds, sold than 
in any 4 months’ period in the history of our country? I have some 
figures here which show that in the first 4 months of 1958, there were 

$9,960 million worth of those bonds sold. That compares, in 1949, 
for instance, with $773 million; 1951, $793 million; 1953, $114 billion; 
in 1955, $1,800 million. In the first 4 months of this year it w "as $2,960 
million. So it seems to me that the munic ipalities and political sub- 
divisions can get their financing through private sources. 

Secretary Werks. Mr. C ongressman, ‘that is the way I felt about it. 
I didn’t have those figures before me but I know that municipal flota- 
tions, as I have pointed out, have been substantially higher this year. 
I would be very happy to have any information pointing to the fact 
that they can’t get money, because I think it is Just not a fact that 
they can’t. 

Mr. Kirpurn. Thank you, Mr. Chairman. 

The Cuatrman. Mr. Multer. 

Mr. Mutter. Thank you, Mr. Chairman. 

Mr. Weeks, I notice in your statement at the very opening you say, 
“Certain business indicators are a bit better here and there.” I agree 
with you. Are you not also in agreement that certain business indi- 
vators are a bit worse here and there? 

Secretary Weeks. I think the month of April showed a turning 
point. I know any number of businesses that have been slipping off 
from about last August, and which turned upward in April. 

The situation as far as I see it, is bottoming out. There may be some 
indicators that are still on the downturn, but basically, I think we have 
hit bottom, and I see some encouraging signs. 

Mr. Motter. Well, I agree with you that we see some encouraging 
signs, but don’t you agree with me that there are also some discouraging 
signs? 

“Sec retary Weeks. I am not discouraged myself. 

Mr. Murer. Well 

Secretary Werks. I don’t like 

Mr. Mutter. I admire your optimism. I try to be an optimist, too, 
but at the expense of being called a prophet of doom and gloom I notice 
the Journal of Commerce of May 12 indicates that unemployment, 
adjusted for seasonability, rose sharply i in April to a new postwar high. 
Nonagricultural employment adjusted for seasonability declined fur- 
ther to the lowest level since August 1955. 

Now, I think what you mean to say is that the rate at which unem- 
ploy ment is increasing is lower this ]: ast month than it was in the month 

efore, but it is still at an alarming rate; is it not ? 
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Secretary Werks. When you get into statistics of this type, you are 
getting into the situation where people are out of work, | you want 
to get them back to work. That is our business. 

Mr. Murer. That is right. 

Secretary Weeks. In April, the unemployed list dropped, and dur- 
ing March and April, almost a million people Ne back to work. 

‘Now, the unemployment percentage is about 7 percent of the total 
work forc e, and I have some figures here that point out that from 1890 
to 1929, the average number of unemployed was 10 percent, that in 
March 1933, it was 30 percent, and that throughout the 1930’s, in 1933 
on, the average unemployed percentage rate was 20 percent. 

Mr. Mutter. Well, now, we can agree 

Secretary Werks. And so I come to this conclusion: That we have 
had, in the last 30 years, 5 recessions, 1920-21, 1929-32, 1937-38, 
1949-50, and 1953-54. We have had 5 recessions, and this 1, this 
recession is a little greater than the 1949 50 recession, and the 1953-54, 
but it is only about one-third as severe as those of 1920-21 and 1937-38, 
and it is about one-fifth as severe as the at of 1929-32. 

This is why the President, with the advice of some of his associates, 
myself included, was anxious to see something done in this extension 
of unemployed benefits, and otherwise I think this thing is going to 
work out and I just don’t want to do things that I think would have 
their effect later rather than to help in this ] present recession. 

Mr. Mutrer. Well, regardless of how bad it has been at other times, 
whether it was 10, 20, or 30 percent, we agree that those were bad situ- 
ations and something should have been done to correct them. Whether 
it is 7 or 714 percent, which is the figure I have, isn’t that a bad situ- 
ation which requires action by our Government ? 

Secretary Weeks. Well, it is not a good condition, but. it is—— 

Mr. Mutrer. Well, is it a condition that we should tolerate? 

Secretary Werks. What is that ? 

Mr. Muurer. Is it a condition we should tolerate? 

Secretary Weexs. Well, I think the Government—I am sorry you 
weren't here. I listed in my statement a wide variety of activities 
which the Federal Government is engaged in, which are incre: asingly 
going to have their effect during the rest of the year. 

Mr. Muurer. I scanned your statement, Mr. Secret: wry; and I note 
that you indicate that you were asked to comment upon 3 types of bills 
that are before the committee, 1 was the area-deve lopment legislation. 
Now we have had that legislation before this committee for some time. 
Don’t you agree that we should have enacted such legislation 2, 3, or 
4 years ago, ‘and if we had done so that it might have helped prevent 
some of the diflic wie of today’s recession ? 

Secretary Weeks. I don’t visu: = myself, area-development leg- 
islation in the same connotation as I do the conditions that have existed 
so far this year and the last quarter of last year. 

I have had considerable experience with this area- development sit- 
uation. There were several communities in Massachusetts, and New 
Hampshire, which had been affected. I recall Manchester, N. H., 
which in 1938 was a 1-industry town, and then the mills went into 
liquidation, and there were 8 million feet of floor space available for 
some purpose. The community got together and went to work, and 
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by 10 years later, in 1946, every foot of that floor space I think was 
sold and occupied by, I think, as many as 45 different businesses. 

This all happened in the thirties, where this community took care of 
itself in good shape. 

Lawrence, Mass., has made great strides today. A few years ago 
we were very much concerned because that was a textile city, and it 
went flat on its back. Electronics have moved in, and other industry, 
and the community is doing very well. 

And there are some woolen and worsted mills left in Lawrence, and 
they tell me, within the week I was told that it is very difficult to get 
employees for their operation because they like this new electronics 
development. 

So I think the administration ee ees area-development leg 


islation, 4 years ago, I think it was, or 3 years ago, and we have been 
hopeful something could be worked out. Actually, in the Department 


of Commerce, if I may say so, the area- deve lopment setup, which oper 
ates on a “i tt of $395,000, has really gained consider: able stature, 
I think, and has been very helpful around the country. At least they 
teli me so. 

Mr. Murrer. Mr. Secretary, my time has expired. I would like 
to pursue the matter with you further, but my time has expired. 1 
trust you will not take it as a discourtesy to you if I leave here now. 
Another of my committees is presently in executive session. 

Secretary Weeks. Thank you. 

The Cuarrman. Mr. McDonough- 

Mr. McDonoven. Mr. Secretary, I appreciate your appearance 
here and the fine statement you have made. I gather from your pro- 
posals and your recommendations, both in area development legisla 
tion and in the assistance to small business field that you emph: isIze 
the need for local control and local consideration of the problems 
rather than to centralize it in a Government agency here in Wash- 
ington. 

Secretary Werks. I am a great believer in that, Mr. McDonough. 

Mr. McDonoveu. I think it is a fundamental policy that we ought 
to adhere to, and do everything possible to prevent getting away 
from. And the area development legislation, where the people who 
know the local problems, who know who the people are who are 
unemployed, who know the capabilities of the labor market, could 
much better handle that situation with aid through an institution 
that. is recognized as reliable, to whom we may support by providing 
some apital to revive their industry. 

I think the recommendations you have made on small business are 
very broad and very liberal. They are more fundamental than any 
immediate relief that we might bring forth under a crash program, 
and I don’t think we need a crash program because we are tapering 
off rather rapidly insofar as unemployment is concerned. 

So actually your recommendations are long-term beneficial pro- 
grams that would help in the long run in our whole economy. 1! 
am stating probably what you have already said, and you ns iturally 
agree with what I say, but these things impress me as being ~ more 
beneficial than any attempt to set up new bureaucracies in Wash- 
ington that would control it from this area and not give eaeandleite 
attention to the local situation. 
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Secretary Weeks. I think we agree on that, Mr. McDonough. I 
am very much interested in small business, a great believer in it. 
Good small business grows and becomes big business, perhaps. 

Under our modern tax setup and the operation resulting therefrom, 
it is becoming increasingly difficult to accumulate capital in a busi- 
ness, and by taking these steps that we have suggested I think you 
could help small business a great deal. 

Mr. McDonoven. I would say that there is a large majority of the 
production of this country which is in the hands of small business— 
wrobably a larger percentage than in the so-called larger corporations 
bes ause of the diversificat ion, and there are certain areas that need un- 
employment aid, but I don’t believe we should encourage the develop- 
ment of factory production in areas that do not have the capabilities 
of supplying the labor market, supplying people who are acquainted 
with what it is necessary to be produced, and then there is the question 
of being moved away into an area where the products may not be ab- 
sorbed. We have had a broad experience in diversification of manu- 
facturing in southern California. Over the years we have had to make 
almost something out of nothing out there, with the lack of water, lack 
of hydroelectric power, lack of eastern markets, we had to sell to our- 
selves, to the 11 Western States, but we have done it on a local basis. 
We haven’t sought much aid from the Federal Government in the de- 
velopment of our industry at all. We have sought aid for the develop- 
ment of our hydroelectric power and our water resources, that is true, 
but it can be done with the characteristic ingenuity of the American 
people if they will go to work to solve the unemployment and recession 
srehions That is all, Mr. Chairman. 

The Cuarrman. Mrs. Sullivan— 

Mrs. Sutiivan. Thank you, Mr, Chairman. 

Mr. Secretary, the administration is saying that all you have to do 
to cure ‘the recession is for people to buy more. They cite the fact that 
bank deposits and other savings have risen rapidly. 

Don’t you think this is a kind of a superficial analysis, and by that 
I mean that I suspect that a good share of this saving is being done by 
the higher income groups, who already have most of the durable goods 
they want, and by the same token, I suspect most of our lower income 
families have little, if any, savings, and the best things for them is to 
see that they have jobs, and that their incomes are maintained. Would 
you care to comment on that 

Secretary Wrexs. If people buy things then the economy operates 
at a high level, and if they do not, the rate of operation slackens down. 

Now, this slowing down process, as I see it has taken place in the 
field of durable consumer goods. Here, I think, people have slowed 
down on their purchases because their confidence was shaken by various 
things. So they stopped buying. 

The situation is aggravated, in my opinion, by the fact that. I think 
salesmanship in the “durable goods field has almost become a lost art, 
and I preached that a good deal. I talked toa group of life insurance 
people the other day, and I said, “If you don’t get out of your chairs 
and go and call on the customers, you don’t eat. It is just that simple.” 

But in the field of durable consumer goods, other methods of devel- 
oping sales have been relied upon, I think to too great an extent. 
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Now, your question was, as I understand it, what is going to happen ? 
How do we revive this confidence? How do these people become 
induced to buy? You suggested that savings have incre: ased very 
substantially—I don’t know if we have the actual figures—but savings 
deposits have increased substantially, people have just been putting 
money in their sock, and I don’t think that it relates to the higher 
income groups. 

Mrs. Suutuiivan. Well, it seems to me, Mr. Secretary, that after all, 
if there is no salary, there can’t be spending, and as you analyze many 
of our unemployed people, I think you find, in the majority of cases, 
except in certain industries, you find that it is the people in the lower 
income brackets, the semiskilled or unskilled laborers, who are the 
majority of unemployed. Certainly there is no savings-bank account 
in those families. They must spend everything they earn because their 
salaries are so low to begin with, that they cannot do much saving. 
These are the people we must worry about and must do something 
to help, because these people are suffering now. They have nothing to 
fall back on—no savings account for the rainy day—many of them 
don’t even come under the unemployment insurance plan, so when 
they are out of a job they are just simply destitute. 

Secretary Weeks. Well, I think, while we note with deep regret the 
increase in the unemploy ed ranks, we must recognize too that 63 million 
people are working in the country, and while the average rate of the 
number of hours they work per week has dropped slightly, that they 
are taking in approximately what they have been—there has been some 
dropoff, but the national income for the first 3 months of this year 
was, I think, about $4 billion above the first quarter last year—that is 
personal income. 

Now, have you the figures, Mr. Meehan, for April ? 

Mr. Mrenan. We don’t have the figures for April, Mr. Secretary, 
for the national income. But we do have the personal income figures, 
which have been released, and a proposal of an earlier question with 
respect to evidences of change which was asked by Congressman Mul- 
ter, I believe, the personal income flow hit the bottom in ‘Februar y, and 
it increased, since that time, at an annual rate approximating $800 
million. 

Now, the national income represents, in the main, the flow of per- 
sonal income, but national income has fallen during this recession, and 
fell during the first quarter, at a higher rate than did the personal 
income, because of what the Secretary mentioned in this statement, 
which was a sharp fall in corporate profits. That fall in corporate 
profits has not been reflected in a corresponding reduction in personal 
income because there has been no decline in the flow of dividends. 
The corporate profit fall has been absorbed by a considerable shrink- 
ing in the amount of retained profits held by corporations. 

Mrs. Sutiivan. My time is up, Mr. Secretary, but I am not satisfied 
yet that we are doing what we should do to help provide jobs for these 
people who are being laid off day after day. I wanted to follow up my 
questioning along the line of whether or not you feel that the new 

raduates coming out next month can be absor bed in the labor market. 
But I can’t go into that now because my time has expired. 

The Cuatrman. The Chairman has been informed that there is a 
member of the British Parliament, who is here with a delegation of 
other members of the Parliament studying our economic conditions. 
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We are indissolubly joined with the country he represents, for our 
and their national defense. We are glad to have him in the commit- 
tee room, and we hope the visit of the delegation will result in great 
good to both of our countries, and we invite you to sit on the dais, if 
5 ° ‘ : 
rou will come up, Mr. Skeffington. [Applause. ] 

Mr. Skeffington, would you like to say a few words to the committee ? 

Mr. Sxerrincton. Well, Mr. Chairman, ladies and gentlemen, this 
is a very great and a very unexpected honor. I was merely a very 
humble witness to your democratic proceedings, which I found ex- 
tremely interesting. Without taking up the time of the committee | 
would just like to convey the very best wishes of myself and my col- 
leagues to the wonderful work which is being done by the United 
States throughout the world. Sometimes reading from your news- 
papers, one would imagine that your great country was not as popu- 
lar as I can assure you it really is amongst right thinking people, and 
when we look back on many of the unparalleled gestures of generosity 
and: help which your country has given to the free world, we thank 
God, every day, that there is a United States that takes such interest 
in world affairs and world leadership. May I convey our humble 
thanks to you and our very good wishes for the success of the West 
everywhere. [ Applause. | 

The Cuarrman. I would like to assure you that our country never 
had any doubt about your country. We are in the same boat. If the 
boat sinks we all go down. 

Mr. Betts—— 

Mr. Berrs. Mr. Secretary, I think you have made a very clear and 
comprehensive statement, and I can categorically say that in the main 
I am certainly in agreement with your views and the philosophy you 
have expressed here. I was particularly pleased about your recom- 
mendations for tax relief for small business. It seems to me that that 
is something which should have been taken care of long ago. That 
area might not have been in trouble, if they are in trouble today, had 
they had that tax relief earlier. 

Going to another matter, I am wondering if you would care to com- 
ment on what you think the wage-price squeeze might do so far as 
hurting the economy is concerned ? 

Secretary Weeks. Well, Mr. Betts, the so-called wage-price squeeze, 
as it has come to be known, in my viewpoint, is a great danger to this 
country. This situation was very well described by the President in 
his speech last evening, when he pointed out that if this process con- 
tinues year by year, the costs of a product must be reflected even- 
tually in the price of a product, assuming we have a profit system and 
proceed as we always have, and I think it is not a good procedure and 
that all concerned should become more interested in the kind of a 
dollar that they have rather than the number of dollars, the kind of 
money we have is much more important, in my opinion. 

Mr. Berrs. Thank you, Mr. Secretary. That is all I have. 

Mr. Brown. Mrs. Griffiths 

Mrs, Grirrirus. Thank you, Mr. Chairman. 

Mr. Secretary, may I ask you, what was the gross national product 
for 1957 ? 

Secretary Werks. $43414 billion. 

Mrs. Grirrirus. And on the basis of the first quarter of 1958, what 
do you estimate it to be ? 
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Secretary Weeks. About $422 billion on a per annum basis. That 
is about a 21% percent drop. 

Mrs. Grirrirus. I have h: ustily added up the figures that you have 
given us as depression remedies on pages 12 and 13. It amounts to 
something close to $5 billion, if each and every one of those were brand- 
new items. But Mr. Secret: ry, they are not. This is not something 
over and above money that was authori ized, nor things that were con- 
templated over and above last year’s efforts. So I feel that that which 
you have held out as real hope is very little hope at all. 

I would like to direct your attention specifically to page 13 of your 
testimony, and I would like to ask you, of the 92 projects that you 
pointed out that the General Services Administration has authorized, 
were they all authorized after January 1? Do you know? 

Secretary Werks. I don’t know offhand. I think not. 

Mrs. Grirrirus. Well, will you supply the figures ? 

Secretary Weeks. Yes, I will. 

Mrs. Grirriras. And will you tell me exactly how much money this 
amounts to ‘ 

Secretary Weeks. I certainly will. 

Mrs. Grirrirus. Now, I see that you say that, if legislation is en- 
acted permitting this program to be expanded—do you have any feel- 
ing that any such legislation is going to be enacted ? 

Secretary Weeks. Which program are you referring to? 

Mrs. Grirrirus. Evidently the General Services Administration 
lease- purch: use of public buildings. It seems to be what you were re- 
ferring to. 

Will you supply your answer for the record? I would like to ask 
you some additional questions. 

Secretary Werks. We will supply that for the record. 

(The data requested is as follows :) 

The 92 projects referred to were approved prior to July 22, 1957. The total 
construction cost of these projects is to be not more than $636 million plus $74 
million for sites, design, etc. 

Mrs. Grirrirus. All right. I would like to re you, Mr. Secretary, 
what reserve funds have been held up by the GSA and under what 
authority. 

You say, “C ertain funds held in reserve have been released for re- 
pair and improvement projects by GSA, and for loans by REA.” 

What funds? What reserve? 

Secretary Werks. I will havetosupply that for the record. 

(The data requested is as follows :) 

The reserve referred to was in the appropriation “Repairs and improvements 
federally owned buildings.” The Bureau of the Budget established a reserve 
in the apportionment of this appropriation because of a lag in time between 
appropriations and contracts. The appropriation was no year and the money 
would therefore have remained available for obligation and expenditure at such 
time as contracts were let. In view of the President’s request that expenditures 
be accelerated for maximum effectiveness, all funds in this reserve were released 
in February. Expansion and acceleration of General Service Administration’s 
repair program has permitted maximum use to be made of this appropriation 
and reserve. 


Mrs. Grirrirus. Does the GSA have any authority to reserve any 
money that has been appropriated by this Congress ? 
Secretary Werks. I don’t think it has in that sense of the word. 
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Mrs. Grirrirus. It either was dishonest in asking for them origi- 
nally, or whatever department asked for them originally, or you at- 
tempted to make the budget look good, or I would like to ask you about 
a third possibility. I am from Detroit. Is it possible that this ad- 
ministration is lending the services of the Government to force down 
the price of labor in these big contract negotiations that are now 
occurring / 

Secretary Weeks. I wouldn’t say that. 

Mrs. Grirrirus. You are not really trying to make it look as bad as 
possible, are you ¢ 

Secretary Werks. To make what look as bad as possible ? 

Mrs. Grirrirus. The national economy. 

Secretary Weeks. I certainly am not. 

Mrs. Grirrirus. Well, then, why don’t you demand that all reserve 
funds be released? The Department has no authority to reserve any 
money. Why don’t you check up and find out if there is any money 
appropriate .d that can be spent right now, and spend it ? 

Mr. McDonovucu. Will the gentlewom: in yield ? 

Mrs. Grirrirus. No,I don’t yield. Do you have an answer? 

Secretary Werks. I don’t have an answer on these reserve funds; 
no. 

Mrs. GrirritHs. | would like you to turn your attention to page 17, 
the statement that you have there, on meeting the needs of small busi- 
ness for equity capital. 

I would like to congratulate you on that, where you point out “Let 
us keep in mind that more than,” and so forth, and you end by saying, 
“the dynamic foundation of spending is on the rise.” 

I would like to point out to you that Walt Whitman before you 
heard America singing and hammering and pounding, but sometimes 
it all ceases, and if it is your assumption that ail these deci gm are 
going to be made in the favor of the Government, and in favor of 
spending, then I want to point out to you that the autorotive industry 
has made the decision, as far as I know, to close down on June 29, 
totally. This has been announced in Detroit papers, that they antici- 
pate doing this, which would mean that there won’t be any expansion 
in steel, there won’t be any expansion in glass; these decisions are 
going to be very adverse to the economy. Do you have any further 
program for meeting the situation? 

Secretary Weexs. Well, I think, Mrs. Griffiths, that the programs 
that are on the way now will be coming into effect. For example, this 
calendar year, we will spend about 3 times as much in the public roads 
construction area as we did 2 years ago. 

Mrs. GrirritHs. How much? 

Secretary Werks. Slightly over two billions of dollars this year. 

Mrs. Grirrirus. But that is not going to make up for what the 
rest of the economy is going down. Do you have any other 
suggestions ? 

Secretary Wreks. I don’t think the economy is going down. I think 
it is going up. 

Mrs. Grirritus. It is down. 

Secretary Werks. What is that? 

Mrs. Grirrirus. Itisdown. By your figures. 
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Secretary Weeks. Certainly it is down. Industrial production in 
the first quarter this year was off about 13 percent from last year. 

Mr. Brown. The lady’s time has expired. 

Mrs. Grirrirus. Thank you, Mr. Chairman. 

Mr. Brown. Mr. Mumma. 

Mr. Mumma. Mr. Secretary, I enjoyed your statement very much. 
I hadn’t had this idea of these reserve funds that Mrs. Griffiths spoke 
= I had no idea of the interpretation of these reserve funds by the 

SA. When they get an appropriation of so much money, they do 
oa separate that into individual projects. At least, if I, in my 
humble capacity, were running the GSA, I wouldn't appropriate 
every cent of it. What if the roof wow off the post office in Harris- 
burg, Pa.? I couldn’t say I didn’t have any money for it. There are 
reserves in every business. Right now we have a project in our 
post office that they want $90,000 for. It is something they didn’t 
contemplate a year ago. It is something they didn’t contemplate 2 
months ago. They said they would have to dig around and get. the 
money, and I imagine there is a reserve for contingencies in pretty 
near every statement of a corporation you see. I don’t know whether 
that could be carried—should be carried to extremes, but I think 
that is evidence of good business, reserving some money for things 
you don’t know will occur. I think to my mind it is unfair to bring 
out a comparison like that, which is generally based on business 
procedure. 

Mr. McDonoven. Will the gentleman yield ? 

Mr. Mumma. Yes. 

Mr. McDonoven. I think another consideration ought to be entered 
in the record at this point. Not only the reserve funds that GSA may 
hold back for contingencies, but the reserve that the Bureau of the 
Budget places on GSA for certain operations, plus the fact that the 
lease-purchase policy that was in effect, has been canceled out by the 
present majority party in the Congress. 

I have been severely affected by it in my district, where a $30 
million Federal customhouse and Federal office building is about 
ready to be constructed. It would have moved a year ahead of time 
if the present Democratic-controlled Public Works Committee had 
not canceled out the lease-purchase policy. Now they say they want 
to do it on a direct appropriation. 

Thank you for yielding. 

Mr. Mum. This small investment situation you are taking up. I 
believe that is generally covered in private business now. T notice 
in the Wall Street Journal, people like the Commercial Credit Corp., 
wanting to help you out in your business expenditures, and they are 
not the only ones. There are others. Finally, it gets down to the 

rate of interest. They have a higher rate of interest for these services. 
I always think small business can help itself. We have a glowing 
example of it right in Harrisburg, where a boy started out with 
practically nothing, and in the course of 8 or 10 years, you should see 
that plant he has over on the West Shore. It is an aluminum extrae- 
tion business. He makes screen doors and store fronts. He has a 
marvelous business. And I know at one time he came to me about 
small business, and I said, “Well, go in to see your banker,” and I 
happened to mention the banker’s name. He went in there. 
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He said, “I never thought of him,” but he went in there and they 
made arrangements, and he got financing, he made good, he has a 
relatively new product, in that this aluminum was a sort of drug on. 
the market immediately after the war, and I believe the merger of 
some of our banks in Harrisburg was due to the fact that they couldn’t 
loan one man more than so much money, and by increasing the resources 
of the bank they were able to loan him and other people a » lot of money. 

I don’t believe—now taking this depressed area bill. Would you 
go in there and deliberately apportion that money, or would you wait 
until the demand occurred for the particul: ir situation ? 

Mr. Brown (presiding). The gentleman’s time has expired. 

Secretary Weeks. Well, I would wait until the demand occurred and 
then examine it very carefully on the basis of the real need and whether 
or not it was going to produc e results. 

Mr. Mumma. It is going to be hard to change that condition. 

Mr. Brown (presiding). Mr. Vanik—— 

Mr. Vanik. Mr. Secretary, generally speaking, as the productive 

capacity of American industry has expanded, is it not true that at the 
same time operating efficiency has been so much improved that it is no 
longer necessary for industry to operate at excessively high rates or 
full rates, or full production, in order to make a successful return on 
investment ? 

Secretary Weeks. No, I don’t think that is so, I don’t think that 
is so, if I understand your question, Mr. Vanik. 

Mr. Vani. Well, simply speaking, haven’t they developed such 
high efficiency in operating that they just don’t have to operate at full 
production in order to make a fair return, an acceptable return on their 
investment ? 

Secretary Werks. No, that has not been my experience in business, 
and I have been in the manufactur ing business all my life. 

Mr. Vanik. Well, I would like to quote from a person that I don’t 
think you will consider radical, Ben Morrell, of Jones & Laughlin. 
He says: 

The steel industry has expanded but at the same time has improved its 
operating efficiency so that it is no longer necessary for the industry to operate 
at excessively high rates in order to make an acceptable return on investment. 

Wouldn’t that apply pretty generally to many of our industries 
in this country ? 

Secretary Werks. I wouldn’t agree to that; no, sir. I would not 
take the textile business, for example. 

Mr. Vanik. This is the steel business, now operating at. 50 percent. 

Secretary Werks. I know. 

Mr. Vantk. He indicates there that even at 50 percent they are 
going to make an acceptable return on their investment. 

Secretary Werks. I don’t think they will. 

Mr. Vanix. Well, I quote from the annual statement of Jones & 
Laughlin. 

Secretary Weeks. I don’t know any business that can operate a 
50 percent capacity basis and make much money, if any. 

Mr. Vantx. Well, then, let me ask this next ‘question : Despite the 
recession, according to the published reports, among those corpora- 
tions that are reporting, there will be $1,700 million in cash divi- 
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dends in March of this year. This is higher than for the correspond- 
ing period of 1957. 

Now as a matter of fact, isn’t it true that among the reporting 
companies, the ratio of cash dividends to net earnings has increased 
in the past 90 days, over the similar period of 1957 ? 

Secretary Werks. Do you want to answer that, Mr. Meehan? 

Mr. Meenan. The annual rate of dividends has continued, through- 
out recent months, and during recession, at about a $12 billion annual 
rate. 

Mr. Vanix. Well, is the statement that I made correct / 

Mr. Mrenan. The statement that you made that corporations are 
paying out a higher proportion of the current earnings in the form 
of dividends, is true. A year or so ago they were paying out 
about— Sie 

Mr. Vanix. I didn’t say—I said it was higher. In my statement 
[ said it was higher. 

Secretary Weeks. Mr. Meehan said that statement is true. 

Mr. Vanik. It was higher. 

Mr. Meenan. You have had a very large fall in earnings, you 
have had dividends maintained, so that the pay out, the relationship 
of dividends to earnings, has moved up from about 60 percent of 
earnings to a higher pay out at the present time, and that has been 
one of the forces which has tended to sustain purchasing power dur- 
ing the present recession, and it is one of the factors that I mentioned 
in the basic fact, earlier, that personal income has held up better than 
national income. 

Mr. Vanix. This has contributed along with unemployment. com- 
pensation, where State laws permit its payment. So actually the 
dividend payments have been maintained while at the same time the 
earnings on the capital investment have been maintained or even in- 
creased, while the sum total earning of the corresponding labor group 
in that industry have fallen considerably, isn’t that a fact 4 

Secretary Weeks. Mr. Vanik, let me answer that. There is a cer- 
tain lead time in this situation. Normally, the dividend rate to the 
rate of profits is usually about 60 percent, on the average, I would say. 
The fact that the rate, relating to profits, has been higher this spring 
means to me that business has confidence that this recession is going to 
level out and business will pick up, and they are endeavoring “to keep 
up their annual rates of payment, but if the recession, by any chance, 
should not level out and business pick up, these dividend payments 
must drop off. No business can keep it up unless they are earning 
money. 

Mr. VantK. My time has expired. 

Mr. Brown (presiding). Mr. McVey. 

Mr. McVey. Mr. Secretary, I join with my colleagues in expressing 
my appreciation for your being here this morning. 

‘T want to refer to a statement you made on page 2 of your prepared 
testimony, which says, “Make jobs— not destroy both jobs and job 
opportunities.” 

I think you are very competent to speak on this subject and some 
further comments from you might be helpful. Would you like to 
comment on this subjec t? “Make jobs, and not destroy both jobs and 
job opportunities?” 
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Secretary Weeks. Well, I mean by that, Mr. McVey, that whatever 
comes from Government comes from the people, and the only perma- 
nent cure for any recession is to get people back to work in private 
business. And when I say to make jobs, this is the most important 
oper: ation that a Government can ever be engaged in, because making 
jobs at the expense of the Government, whic hi is at the expense of those 
remaining who have jobs, is a process that doesn’t solve anything. 

As I tried to point out, we have to restore confidence and get the 
people buying goods. If they don’t your economy will never pick up, 
and Government, to do these things, has to use something for money, 
and I am not sure sometimes what they are going to use for money. 

Mr. McVey. Don’t you think, too, that there is some danger of us 
appropr lating too muc ‘h mone y and running into a large defici it spend- 
ing which might affect job opportunities in this « ountry / : 

Secretary Werks. I couldn't agree with you more. I couldn't agree 
with you more. If many of the ‘items that are proposed in the way of 
spending programs are such that, because of the lead time involved 
they couldn't possibly get into operation this year, but would come 
along later—I think they would stimulate inflationary trends that may 
be evident. Also, 1 think that in all these things we just have to find 
out what we are going to use for money. 

Mr. McVey. [ think that is very good advice. One other question. 
You mentioned in your statement the railroad industry. 

I have followed to some extent the experience of the railroad indus- 
try, and it seems to me that carloadings, for example, have fallen off 
out of all proportion to the depth of recession. Is that due to Govern- 
ment regulation, the railroad industry, or what are the causes behind 
the big decline in carloadings ? 

Secretary Weeks. Well, 1 am not.myself certain that the carload- 
ings are as good an indicator as they used to be when the railroads had 
a monopoly of transportation. They have lost a great deal of business 
to truckers and other forms of transportation, but I do have a very 
deep conviction that the railroad situation is caused to a considerable 
extent by some of the things that we recommended a cure for when 
the President’s Cabinet Committee on Transportation, of which I was 
chairman, made its report, in 1955. At that time we made two basic 
recommendations. One, we tried to see that the ratemaking powers 
of the ICC would be changed so as to-allow a greater play for inherent 
competitive forces, and, secondly, we tried to do something that would 
protect the common carriers. 

This is a very long subject, but I am certain that if Government will 
change the obligations of the ICC with respect to ratemaking , particu- 
larly 1 in the area of getting away from the fair-share theory that they 
have always operated on, it will help the railroads. Many things can 
be done to help the railroads, and they are not all involved in the proc- 
ess of just handing out some money to them, either. 

Mr. MoVry. Thank you very much. 

Mr. Coan. Mr. Chairman 

Mr. Brown (presiding). Yes; I am sorry we didn’t get around to 
all the members. Do you gentlemen want to come back this afternoon 
to question the witness, if the witness can come back. 

Secretary Werks. Mr. Chairman, I cannot be here this afternoon; 
am sorry. I would be glad to come back some other morning, but 
I cannot be here this afternoon. 
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Mr. Brown. What is your pleasure, gentlemen ! 

Mr. Coan. Mr. Chairman, I would like to personally interrogate 
Mr. Weeks, if it were possible for him to come back, perhaps, say, 
Friday morning, but, if that is impossible, I have my questions written 
out and I can submit them to him and he can supply an answer. 

Secretary Weeks. I cannot come Friday—that is the Cabinet meet- 
ing—but I would be delighted to supply the answers for the record. 

Mr. Brown. I suggest that that may be done. 

(The questions and answers referred to above are as follows :) 





THE SECRETARY OF COMMERCE, 
Washington, D. C., June 13, 1958 
Hon. MERWIN Coap, 
House of Representatives, Washington, D.C. 

Deak Mr. Coan: This is in reply to your letter of May 21, 1958, submitting 
questions as agreed at the banking and currency hearing on May 21,1958. Your 
questions and my replies follow : 

1. “Why did you depart from custom recently in releasing your own Depart 
ment’s employment data 2 weeks early and independently of the Labor Depart- 
ment’s data? 

“Did you consult with Secretary Mitchell about this unusual step? 

“Would you not agree that transparent use of these traditionally ‘neutral’ 
data for the purposes of supporting the official ‘optimistic’ line, jeopardizes the 
credibility of the figures themselves, causes people to suspect that the figures 
cannot be trusted because they have become instruments of partisan manipula- 
tion? 

“Would you agree that the figures released by your Department, far from 
justifying optimism, give clear evidence of what the New York Times has called 
further deterioration in the employment picture?” 

This matter was given consideration prior to the time when the April 
figures became available, and I quote from the decision which was made, 
after consultation, by the Director of the Bureau of the Budget on April 21, 
1958 : 

“Our general policy should continue to be an adherence to the ‘joint re- 
lease’ but in the particular instance of the month of April for which the 
Census information will be available for release about April 29 while the 
BLS information will not be available for release until the 7th or 8th of 
May, it is desirable that the Census figures be released as soon as they are 
available and I am, therefore, authorizing such a release. The preliminary 
announcement should call attention to the fact that further details and in- 
terpretation must await the ‘joint release’ of the two Departments.” 

I courteously reject the implications in the third paragraph of question 1. 
You seem to argue that to report the truth is “partisan manipulation.” The 
public knows—and draws confidence from this understanding—that the fig- 
ures were the regular official monthly estimates, honestly collected in the 
same unbiased manner as they have been gathered for 15 years. You fur 
ther seem to infer that pessimism rather than facts is the standard of reli- 
ability. I believe you will find that most people, including myself, disagree. 

The appraisal of the significance of any set of statistics is a matter of 
personal judgment. 

As to your reference to “deterioration,” am I to assume that you consider 
it bad news when 600,000 jobless workers in April find work and unemploy- 
ment stops rising? Rather, is it not cause for rejoicing by you and me when 
employment goes up to nearly 63 million and that around 900,000 more peo 
ple were earning pay in April than in February? I might add that emplov- 
ment rose over 1,154,000 from April to May, somewhat more than the usual 
seasonal improvement. 

2. “You have been quoted as stating that in 10 years we can expand our 
production 45 percent. Is this a true quotation?” 

At the Economic Mobilization Conference of the American Management 
Association held in New York on May 19, I estimated that on the basis of no 
more than the average long-term growth of our economy over the past half 
century, we could look forward to an increase of about 45 percent in the 
gross national product over the next decade. 
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3. “Let us take a look at the record. In July 1958 our economy, according to 
the Federal Reserve Board production index, was producing 137 percent of the 
average production level for 1947-49. In April 1958 the index is 126 percent or 
8 percent less than in July 1953. If, after 5 years of operation our current 
production is 8 percent less, how are you going to reach the goal of a 45 percent 
increase? 

“Isn't there a possibility that on the basis of the past record, we could be 
producing 16 percent less than at the present time?” 

I should like to point out that you are comparing a period of relatively 
full employment (July 1953) with a period of less than full employment in 
April of this year. Such variations from the longer term growth trend have 
previously occurred. In some years we surpassed and sometimes we fell 
below the long-term growth rate, but after each cyclical decline we resumed 
the upward growth trend, resulting in a doubling of our national output in 
about every 25 years. On the basis of this record, I am confident that the 
economy will recover from the current setback, and thereafter will continue 
to move forward in a manner consistent with our historical growth pattern. 
This is the basis for my prediction of a large increase in the next 10 years 
from the less-than-full-employment position in the first quarter of 1958. 

As a standard of economic growth in appraising the future, I used the 
gross national product, which measures the Nation’s output of all goods 
and services. The Federal Reserve Index of Industrial Production, which 
you used in your analysis, covers the more limited and volatile manufac- 
turing and mining sectors of the economy. Changes of the two measures over 
time tend to be different due to the differences in coverage. 

4. “Isn’t it true that in December 1956 our production index was 47 percent 
more than in 1947-49? Using the average increase of 4.5 percent in the 10 years 
which you have projected, doesn’t this mean that in December 1958 we should 
be producing 160 percent of 1947-49 to utilize our labor force and productive 
capacity ?” 

As just indicated, my estimate of growth is based on the long-term per- 
formance of our total economy. We may not succeed in matching the 
average rate in any 1 year nor over any short period of time, as is the case 
with respect to activity in late 1957 and early 1958. However, I am confident 
that the gains achieved in earlier years will be renewed as part of our gen- 
eral recovery in the period ahead. 

5. “In the depression 1953-54 our production dropped from 137 in July down 
to 124 in April 1954. In 1955 the record reveals that we added $61 billion to 
the gross debt, public and private, to bring about a restoration of so-called 
prosperity. It is generally conceded that the current depression is more severe 
than the 1953-54 depression. Does this not force the conclusion that it will take 
an addition of another $60 billion to the gross debt to bring back full employ- 
ment and production?” 

This question essentially deals with the problem of how the economy fi- 
nances its expansion. This financing, as a general rule, takes the form of 
use of both borrowed and equity funds, and it has been accompanied by in- 
ereases in the earning assets of the Nation. It is difficult to tell in advance 
just what proportion each of these type of financing will be used to meet 
total requirements. These proportions have varied considerably in past 
periods. In the 1954-55 expansion, heavy spending by business and con- 
sumers for investment and consumer durable goods was accompanied by 
large debt expansion, as the Department has regularly reported and you 
pointed out in your letter. 

This subject of financing business expansion has been covered extensively 
in the reports of the Department, most recently in the May 1958 issue of the 
Survey of Current Business. 

6. “Where are the borrowed funds to come from? Haven’t we mortgaged the 
present payroll through installment credit and home mortgages and other forms 
of debt? Doesn't this mean that a large part of the debt must be in the form 
of an increase in the public debt?” 

A comparison of the relation between mortgage and installment credit 
to personal incomes does not suggest that there is overindebtedness at the 
present time. As incomes expand and the general financial position improves, 
there is provided an increase in the base to support the debt needed to 
finance additional expenditures. 
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7. “If we cannot balance the budget and leave enough income to buy the goods 
for full employment and production with $358 billion, the income in 1957, how 
large an income do we need to bring about a solvent operation of our economy?” 

If I interpret this question correctly, I would say that we would need a 
national income and product conforming to our historical growth to attain 
a prosperous and high employment economy. 

8. “In the first quarter of 1958 the per capita income after taxes was $1,697. 
This can be compared with $1,647 in 1953. This represents an increase of 3 
percent since 1953. On the other hand we have had an increase in the consumer 
price of 7.7 percent. Therefore at the present time isn’t it true that the real 
standard of living in the first quarter of 1958 was only 95.6 percent of what it 
was in 1953?" 

In 1957 prices, the per capita disposable personal income at an annual rate 
was $1,698 in the first quarter of 1958. This compares with $1,647 in 1953, 
an increase of 3 percent. These figures, as published in the May 1958 Eco 
nomic Indicators, are based on constant dollars and already allow for the 
effects of the higher consumer prices over this period. 

9. “In 1957 the total payroll was 82 percent higher than in the average period 
1946-50. The payroll with a consumer price level of 123.3 percent will buy ap 
proximately 50 percent more production than in 1946-50. Doesn't this mea 
that the loss of markets to utilize our production does not originate from a low 
wage structure?” 

10. “The record also indicates that there have been more than normal outlays 
for construction of new plants and equipment thus eliminating this as a cause 
of a recession. Therefore I would like to call the following facts to your atten 
tion: The price of 22 leading raw materials (BLS index) is 84.5 percent of 1947 
49 while on the other hand the consumer price is 123.5 percent. Doesn’t this 
mean that our raw-material producers do not have the money to buy the goods 
that need to be bought in rural America to keep our factories operating?” 

There are a number of factors which have contributed to the business de- 
cline we are now experiencing. Among these are reduced business demand 
for investment goods and considerably lower purchasing of durable goods 
by consumers. I do not adhere to the view that the cause of the present 
eyclical fluctuation of business may be attributed to a single factor such as 
you suggest. 1 covered this subject rather extensively in my testimony be- 
fore the committee. 

11. “As a Rpresentative of the people of the Sixth Congressional District 
of the State of Iowa, I am naturally interested in the economic welfare of my 
State. In 1946—50 the personal income of the State of Iowa was $3,414 million, 
her share of a national income of $211 billion. Following this period payrolls 
have advanced S82 percent. The people of Iowa, in order to buy their propor- 
tionate share, should have had a similar increase, thus bringing the State’s in 
come up in ratio. 

“The 1957 figures will not be available until August but on the basis of 1956 
records our payrolls increased approximately 77 percent. A 77 percent increase 
for Iowa following 1946-50 would have given the State an income of $6,040 
million. 

“Instead of that total the State received $4,445 million or an underpayment of 
$1,585 million. Therefore doesn’t this prove that American industry and labor 
lost a market for that amount of goods and services?” 

I am confident that the present increases in farm income and equipment 
purchase will be reflected in statistics for Lowa. May I add that I share 
your desire to see an expansion in the purchasing power of the people in the 
State of Iowa, as well as greater prosperity throughout the Nation. Bal 
anced growth, benefiting all Americans, is the objective of many administra 
tion programs. 

12. “With a raw material price as revealed by the Bureau of Labor Index 
84.5 percent of 1947-49 and a consumer price 123.3 percent doesn’t it follow that 
the price inflation could not have been due to farm policies or mineral policies 
affecting the price of raw materials?” 

13. “In conclusion, I would like to point out, Mr. Secretary, that our economy 
cannot get out of the present depression unless raw-material prices are restored 
to parity. Even if we succeed in the next few years in offsetting the loss in 
income from raw material production as we did in 1955-57, it will merely be a 
tranquilizing pill until we get at the basic problem of restoring the income of 
rural America in order that we will have the market for prosperity and employ 
ment. 
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“Doesn't it also become self-evident that raw-material-producing areas have 
been forced to subsidize industrial areas by supplying cheap raw materials?” 

As you suggest, consumer prices have moved differentially from raw- 
material prices. As you know, this administration has a broad program for 
obtaining a better balance between the farm and nonfarm economy and to 
improve the fundamental basis for a sound agricultural economy. Recently 
we have withessed some improvement in the relation between farm and non- 
farm prices, and, as I pointed out in my statement to the committee, there 
has been an improvement in farm income. 

I am sending a copy of this letter to the chairman of the committee in order 
that the questions which you have asked and my answers may be incorporated 
in the record of the hearings if the chairman so desires. 

Sincerely, 

SINCLAIR WEEKS, 
Secretary of Commerce. 


Mr. Vanix. Will that same privilege extend to all members, Mr. 
Chairman ¢ 

Mr. Brown. Well, you have had your turn. 

Mr. VAntk. But I still have a couple of questions. 

Mr. Brown. All right. We will extend it to all members as well. 

There is now a rolleall on the floor, so the committee will adjourn 
to reconvene at 10 o’clock tomorrow morning. 

(Whereupon, at 12:10 p. m., the committee adjourned to reconvene 
at 10a.m., Thursday, May 22, 1958.) 

(Questions submitted by Congressman Breeding, and answers by 
Secretary Weeks follow :) 


‘THE SECRETARY OF COMMERCE, 
Washington, D. C., June 11, 1958. 
Hon. J. FLOYD BREEDING, 
House of Representatives, 
Washington, D.C. 

DEAR Mk. BREEDING: Pursuant to the agreement established in the Banking 
and Currency hearing of May 21, 1958, the committee submitted to me for 
answer a question which you had been unable to ask at the hearing. Your 
question is as follows: 

“Mr. Weeks, generally your position seems to be that, while there are soft 
spots in the economy, they are only temporary and that a revival in our economy 
will take place soon. You also are confident apparently that the upturn will 
take place without any need for substantial Federal aid, for example, a sizable 
public-works program. 

“Does this mean that we as Members of Congress, you as Secretary of Com- 
merce, and others in Government, should just close our eyes and ears to all of 
the cries for help we have heard before this committee?” 

Of course not. We both believe that it is our duty to listen to anyone with 
problems and to try to help. But in the true interest of those who petition 
our assistance, we also should keep our eyes wide open in search ef the best 
way to help promptly—the best way to restore full health to our overall 
economy, from which each segment can draw greater prosperity. 

In my judgment, a most effective way to increase employment is by increasing 
the strength of the job creator, our private-enterprise system. 

Sut to do this, businessmen must first believe that Government action will 
not add to their burdens and difficulties. Assured that Government will main- 
tain a climate favorable to private initiative, business will be much more 
inclined to make renewed efforts to accelerate activity ; some business already 
is doing this. 

Many of these self-starter moves will result in rehiring. As word spreads 
that layoffs are ending and job opportunities are opening, fear of losing their 
own jobs will lessen among the 68 million now employed. They, then, will 
buy more—using savings as well as income. Their purchases will stimulate 
production which, in turn, will strengthen employment from store to factory 
to mine. 
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In addition, as I pointed out at some length at the hearing, expanded Gov- 
ernment programs are beginning to have a favorable impact. I also made 
numerous recommendations as to tax reform, depreciation, and other remedial 
measures for small business. Other incentives to self-developed progress in 
business growth also should be weighed. 

But we should avoid that type of so-called antirecession medicine that some 
hope will ease some pain temporarily but which actually fails to cure and 
fails to provide nourishment for future healthy growth. 

The trouble with too much reliance on additional public works is that they 
require so much time in sound preparation that their starts may come after 
the recession is over. Then the new project would compete for materials, 
thereby exerting inflationary pressure. The prospect of increased deficit spend- 
ing also would dampen business confidence now. The sure way to destroy 
workers’ job security is to ruin business confidence. 

Let me close with this excerpt from my statement to your committee: 
“Confidence—the dynamic foundation of spending—is on the rise. Government 
must encourage that revival.” 

Sincerely yours, 


SINCLAIR WEEKS, Secretary of Commerce. 
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THURSDAY, MAY 22, 1958 


Hovse or Represenratives, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10 a. m., Hon. 
Brent Spence, chairman, presiding. 

Present : Representatives Spence, Brown, Patman, Multer, Griffiths, 
Vanik, Coad, Anderson, Breeding, Talle, Kilburn, McDonough, 
Widnall, Betts, Mumma, McVey, Hiestand, Bass, Seely-Brown, 
Henderson, and Chamberlain. 

The CHAtrrMAN. The committee will be in order. Our first wit- 
ness is Secretary Mitchell of the Labor Department. 

We will be very glad to have your views, Mr. Secretary, and you 
may proceed with your statement and then subject yourself to in- 
terrogation. 


STATEMENT OF HON. JAMES P. MITCHELL, SECRETARY OF LABOR, 
ACCOMPANIED BY HON. ARNESS JOY WICKENS, DEPUTY ASSIST- 
ANT SECRETARY OF LABOR 


Secretary Mircweit. Thank you, Mr. Chairman. I welcome the 
opportunity to appear before this committee to discuss the present 
economic situation as it affects employment and unemployment, and 
to comment on the bills being considered by your committee for aid 
to areas which have experienced substantial and persistent unem- 
ployment in recent years. 

Secretary Weeks has already given you a detailed summary of the 
current business situation. I will therefore confine my remarks to 
some more detailed observations on employment and unemployment, 
and to that group of bills which relate primarily to what we often 
call depressed areas. 

According to the latest reports on employment and unemployment— 
those which refer to mid-April—there were in the United States 
62,900,000 employed persons and 5,100,000 unemployed, and a total 
civilian labor force of 68 million persons. 

A year ago, when business activity was a a much higher level, there 
were 64,300,000 employed and 2,700,000 unemployed—with a total 
civilian labor force of 67 million. Thus, employment in all kinds 
of activities has gone down by about 1,400,000 in a year; unemploy- 
ment has risen by 2.400.000, and the labor force is a million larger. 

In the 3 weeks since mid-April, when the latest census figures were 
collected, insured unemployment—that is, the number of people draw- 
ing unemployment compensation—has declined by about 5 percent, 
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or about 170,000, to a total of somewhat less than 3,200,000 = the 
week ending May 3. After rising steadily for some months and 
then leveling off, this 3-week decline in the number of people receiving 
unemployment compensation is fairly close to the normal seasonal 
drop for this period. According to reports reaching us from the 
States, this decline is a reflection both of increased jobs, especially 
in outdoor activities of various kinds, and of some loss from the 
unemployment compensation rolls of people who have exhausted their 
benefit rights. 

Now, as Secretary Weeks pointed out yesterday, the current reces- 
sion has hit certain industries particularly hard, and layotfs have 
been concentrated there. As in the other two economic downturns 
since the war's end, the declines in employment in late 1957 and early 
1958 have been concentrated in manufacturing—nostly in durable 
goods. Some declines have also occurred in mining, construction, 
transportation, and, lately, in trade. But the fact is that about 85 
percent of the employment decline in nonagricultural industries over 
the past year has occurred in manufacturing, and about 70 percent 
has been in durable goods, such as machinery, metal products, aircraft, 
automobiles, basic steel and other metals. 

It is obvious, therefore, that any balanced discussion of the eco- 
nomic situation must include a look at some of the other sectors of 
the economy besides manufacturing. ‘To me, it seems significant th: Hi 
despite the sharp reduction in employment in manufacturing and i 
some allied industries, we have had a considerable degree of anloy. 
ment stability in some important parts of our economy and actual 
employment advances in others. Over the past year, we have con 
tinued to employ more people in finance, insurance, and real estate, 
the services, the utilities, and State and local government, for example. 

A total of almost half a million wage and salary workers have been 
added to these groups over the past year. This testifies to the fact 
that our economy includes many activities with continuing strength 
which have not been affected by the recession in manufacturing. This 
pattern of continued growth in such important activities as those I 
have just mentioned was also characteristic of the two other moderate 
post-World War Mh recessions, in 1948-49 and in 1953-54. 

Because the employment declines have been so largely concentrated 
in certain durable goods manufacturing industries, some sections of 
the country have been hit f: urly hard, while other sections have been 
able to maintain high levels of employment. Insured unemployment 
data which the Department of Labor publishes weekly indicate that 
unemployment has been relatively higher in some States than in 
others. The rates for eight States, including such important indus- 
trial States as Michigan, Pennsylvania, and R hode Island, ranged 
between 10 and 15 percent for the week ended May 3, while the national 
average was 7.7 percent. The automobile, matals, and machinery 
centers have been partic mul: rly affected. 

Among the major areas with the highest rates of total unemploy- 
ment are Detroit, Youngstown, South Bend, Fort Wayne, Buffalo, 
and Pittsburgh. Rates of insured unemployment were below 6 per- 
cent in 19 States—Delaware, Florida, Texas, and Md sage ee for 
example. Cities such as Richmond, Va., Columbus, Ohio, New Or- 
leans, La., Dallas, Tex., and Des Moines, Iowa, have had relatively 
low levels of unemployment. 
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In developing programs to counteract the effects of the business 
downturn, we have been paying very close attention to the character- 
istics of the unemployed—what kinds of workers have lost. their jobs, 
the industries they come from, their occupational skills, the numbers 
who are married, the duration of their unemployment, ete. I should 
like to emphasize that the unemployed are not a mass that continue 
in jobless status from month-to-month, they are a constantly chang- 
ing group of individuals. Many of those who are une mploye: 1 in one 
month have found jobs by the following month. 

Let me give you a specific example from the unemployment figures 
for April which were just recently released. As you recall, the 
figures show that between March and April 1958, unemployment 
dipped slightly, moving from 5.2 to 5.1 million, and thus there were 
approximately the same number of persons unemployed during both 
months. However—and this is very important—these unemployed 
were by no means the same individuals in both months. Of the 5.2 
million persons unemployed in March, 1.4 million had found jobs by 
mid-April, and another 600,000 had left the labor force entirely. 
But, at the same time, another 700,000 persons entered the work 
force to look for jobs, and 1.2 million lost their jobs and became 
unemployed in April. 

This pattern is quite typical of what occurs during practically 
every month, every vear. There is a great deal of mobility in the 
labor force; and the people who are unemployed are changing too. 

In April, we found, for example, that 1 out of every 3 unemployed 
persons had been out of a job for 5 weeks or less. This is by no 
means an unusual situation. Our unemployed are almost. always 
made up in significant proportions of persons temporarily between 
jobs—and this period is no exception. 

But at the same time, there were about 1.9 million workers who 
had been unemployed for 15 weeks or more in mid-April. This is 
a large number and it has been increasing rapidly in recent months. 

It is the workers who are unemployed for a long time whom the 
administration seeks to assist by urging the immediate extension of 
unemployment compensation benefits. 

To return to our analysis of who the unemployed are: We also 
found last month that unemployment was highest among workers in 
unskilled occupations, which again seems always to be the case, at all 
levels of economic activity. On the other hand, unemployment has 
remained low among the more than 28 million white-collar workers 
in our labor force. It is less than half the national average. There 
has been, and still is, a continuing strong demand for certain pro- 
fessional, managerial, clerical, ‘and — sales personnel, and for 
technicians. 

In April, the highest rates of unemployed prevailed among the 
young people under 25, most of whom are single. Their unemploy- 
ment rates were double those of men over 25—most of whom are 
married, Young people with relatively little work experience, and 
in some cases none, always have the highest rates of unemployment 
and this period is no exce ption. 

The effect on unemployment of the entrance of young people into 
the labor force will be most dramatically evident next month when 
the spring school term ends in June and large numbers of students, 
both graduates and undergraduates, enter the labor market looking 
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for _work, many of them seeking only summer jobs. In 1956 and 
1957, for example, over 214 million young people entered the labor 
market between April and June, and many of them were unable to 
find jobs immediately. As a result, unemployment rose by about 
650,000, even though employment was increasing at the same time 
by 2,200,000. 

In both 1956 and 1957, as you will recall, business was very active 
and there were many employment opportunities. We usually expect 
in normal years that unemployment will go up by 18 to 20 percent from 
April to June. The public should understand that a large rise in 
unemployment in that month—that is, June—does not have the same 
implications for legislation or other action as would a similar rise 
in another month when so many young people were not starting to look 
for work. 

As this committee considers various types of legislation to deal with 
short-term cyclical unemployment, it should be borne in mind that even 
as recessions do not come in a day, they do not vanish overnight. And 
even after the bottom of the cycle has been reached, it generally takes 
several months before a significant upturn is evident. Even then, as 
business picks up, hours of work for people on the job are likely to be 
lengthened first, and then employees are recalled. Thus, there is a 
lag in recovery of employment behind business activity as such. This 

was true in 1953-54, and in 1949-50, and it was true before the war 
also. 

This is why we have placed so much emphasis on the extension of 
unemployment compensation. Even though the steep declines of last 
winter have now abated considerably and we may now well be at, 
or very near, the bottom of this business cycle so far as the volume of 
business activity is concerned, this does not mean that the employment 
problem is solved. Activity in the durable goods industries, which 
are the industries hardest hit, ordinarily does not revive as fast as 
activity in some other types of industries, and, as I said, hours of work 
may increase before employment. 

This emphasizes the importance of legislation which this House has 
already passed, which would permit the temporary continuation of un- 
employment comrensation benefits to those who exhaust their benefits. 
As you well know, the present unemployment compensation program, 
which cover about 4 out of 5 nonagricultural employees, have already 
proved their value in maintaining purchasing power. Currently, the 
amount of benefits paid out to jobless workers is estimated at a sea- 
sonally adjusted annual rate of nearly $4.4 billion. 

In 1957, the total amount of benefits paid amounted to slightly less 
than $1.8 billion. In addition to the need for maintaining consump- 
tion of goods and services in the economy, it is important that workers 
who have been laid off be given temporary help to tide them over until 
they are recalled to their old jobs or others are available. 

I think that the actions already taken by the Government and sum- 
marized for you in detail by the Secretary of Commerce have been 
instrumental not only in slowing down the recession but also in setting 
the stage for an upturn. In addition to unemployment compensation 
and other similar payments, which have been a factor in sustaining 
consumer purchasing power, the Federal Government has speeded 
up its ordering of budgeted items both in defense procurement and 
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in general Government procurement—that is, nonmilitary buying. 
These orders are being pushed ahead wherever practicable, in order to 
get the most immediate assistance to the economy out of each Federal 
budget dollar already authorized but not yet spent. Highway con- 
struction and other construction activities have also been expanded 
and speeded up. 

[ think, too, that we should not fail to appreciate the importance 
both now and in the months ahead—of actions taken by the Federal 
Reserve Board to increase the availability of money and to reduce 
the cost of borrowing. ‘These actions should have a good effect on busi- 
ness operations, which in turn will provide needed stimulation for the 
entire economy. 

As the Housing and Home Finance Administrator indicated, the 
administration has taken a series of actions to stimulate housing con- 
struction which has also been made easier by the greater availability 
of credit. Asa result of the specific actions relating especially to FHA 
and VA activities, private housing starts rose from a low annual rate 
of 880,000 in March to 950,000 in April. I expect that this rate will 
continue to improve throughout 1958, going well above a million 
before the year is over. 

All of these measures are addressed to unemployment attributable 
to the recession. I now want to turn to the problems of what we often 
call depressed areas. 

The unemployment problem in areas of substantial and persistent 
unemployment differs from that in other sections of the country which 
presently have considerable numbers of unemployed. In most areas, 
today’s unemployment results from the current recession, and it will 
diminish when existing productive facilities now located in these 
areas are once more fully utilized. 

In the chronic labor surplus areas, on the other hand, relief cannot 
be expected unless and until new industries or new employment oppor- 
tunities replace those which have disappeared permanently from the 
areas’ economic life. These areas should be given assistance, in our 
view, quite apart from the overall antirecession program designed 
to relieve the more widespread but temporary effects of the present 
economic downturn. 

Our studies of the economic background of this proposal indicate 
that one or more persistent tendencies usually account for long-term 
localized unemployment. In some areas the dominant industry has 
lost or is losing its competitive market position. As population ex- 
pands new markets grow and the pattern of industries shifts to serve 
the changing market. In other areas, persistent unemployment has 
been a result of technological change. In still other areas, exhaustion 
of basic natural resources has left greatly reduced employment oppor- 
tunities. Elsewhere the difficulty has stemmed from the seasonal 
nature of certain industries and the consequent lack of year-round 
job opportunities. These situations require careful long-range plan- 
ning. Time is required to solve them; they will not right themselves. 

In the course of fluctuations in the business cycle temporary unem- 
ployment situations develop in some areas as a result of cutbacks in 
demand for their products. In such cases, when demand again in- 
creases employment opportunities rise. In formulating a program of 
Federal assistance for distressed areas it is necessary to distinguish 
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between short-run problems such as these and long-range tendencies. 
Measures designed for the needs of areas which, because of the current 
recession, temporarily have substantial unemployment will not bring 
about the economic rehabilitation of areas of long-term unemployment. 

In many of these chronically depressed areas strenuous efforts have 
been made by local groups to establish new industries. State govern- 
ments have been active through their industrial development boards. 
Various other bodies, State and local, public, and private, have also 
worked hard and energetically to foster economic development. In 
many instances they have been successful. Experience has shown, 
however, that in many of the smaller areas where these long-range 
tendencies are at work local groups by themselves have not been able 
to solve the problem of chronic unemployment. In consequence high 
levels of unemployment have persisted in these areas during periods 
of nationwide prosperity and even in times of labor shortage else- 
where. 

Let me cite just a few figures on this point. In May 1957, for 
example, when our national economy was operating at a high level, 
this Department classified 21 major areas and 59 smaller centers as 
having relatively substantial unemployment. ‘These areas represented 
omy 6 percent of the country’s labor force, but they accounted for 

13 percent of the Nation’s unemployed workers. Nearly 1 of every 
10 workers in these labor surplus areas was unemployed last May, as 
compared with 1 in 25 for the county as a whole. In many of these 
areas, unemployment has been a serious problem over the past 5 or 
10 years; in some it has persisted since the depression era of the 
1930's. 

The impressive number of proposals which are under considera- 
tion by this committee on the subpject indicates substantial agree- 
ment that suitable Federal action should be taken to assist these prob- 
lem areas. Our present concern -is with-the specific techniques and 
policies to be used. I would like to comment briefly on some of the 
provisions of three of these bills: H. R. 6215, introduced by the chair- 
man of this committee; H. R. 5459, which oeaeoee the original pro- 
posals made by the administration, and H. R. 1.121, which is identic - 
to the provisions of S. 3683, the Douglas-Payne bill passed on May 13 
by the Senate. 

I am pleased to note that all three bills are in basic agreement as 
to. overall objectives. They differ, however, in their general approach 
to the problem and in the specific implementation proc cedures they pro- 
vide. In the interests of brevity, I will limit my remarks to those 
provisions which bear directly upon the responsibilities of the De- 
partment of Labor. 

DESIGNATION OF AREAS 


H. R. 6215 lodges authority to designate areas of substantial and 
persistent unemployment with the Administrator of a new Area Re- 
development Administration to be established specifically to carry 
out this legislation. Under the provisions of H. R. 12121, the com- 
panion of the bill passed by the Senate, designation of these areas 
would be made by an Area Redevolpment Commissioner who would 
head the Area Redevelopment Administration as a constituent agency 
of the Housing and Home Finance Agency. H. R. 5459—the admin- 
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istration bill—while placing overall responsibility for the administra- 
tion of the program in the Department of Commerce, provides that the 
power to designate eligible areas be vested in the Secretary of Labor. 

I believe that the factfinding function necessary to determine 
whether areas are suffering from substantial and persistent unemploy- 
ment properly belongs in the Department of Labor. The basic sources 
of information on employment and unemployment by areas are the 
regular reports prepared in the Federal-State employment. security 
syste m. 

Let me comment briefly on our current area labor market report- 
ing and classification program. Areas are classified by the Bureau 
of Employment Security of the Department of Labor every 2 months 
into 6 major labor supply groups ranging from A to F. Group A 
represents the tightest labor supply areas and group F the areas of 
relatively greatest labor surplus. Classifications are based upon la- 
bor market information submitted to the Bureau of Employment Se- 
curity by affiliated State employment security agencies. A key cri- 
terion used in the classification system is the ratio of unemployment 
to the labor force—a measure which is common to all the bills be- 
fore this committee. 

At present this program regularly covers 149 of the Nation’s largest 
production and employment centers with a population of over 100,000. 
These areas, incidentally, normally employ more than two-thirds of the 
Nation’s nonagricultural workers. The Department also classifies, as 
needed, certain smaller areas which have relatively substantial unem- 
ployment and have a labor force of more than 15,000. In addition, 
the State employment security agencies have, on request, surveyed 
and certified as having a relatively substantial labor surplus, more than 
50 very small areas, some of them predominantly rural in character. 
This program, initiated originally to provide economic information 
for the use of the employment security system and the public, is also 
used to implement Defense Manpower Policy No. 4, under which firms 
in substantial labor surplus areas receive special consideration in the 
awarding of Government contracts. 

I want to call your attention to the fact that the list of small areas 
which is currently published is not comprehensive; its « ‘omposition at 
any one time depends upon requests for unemployment surveys in con- 
nection with defense procurement. 

The Department of Labor has existing administrative machinery 
and sources of information to determine whether areas have substantial 
and persistent unemployment. It can classify them under the criteria 
it is now using or under other criteria which might be established under 
legislation such as is under consideration. A directive from the Con- 
gress to this Department would avert any possible confusion and dupli- 
cation which might occur were another agency to undertake this fact 
finding activity. 


CRITERTA 


L would like now to comment on the spec ific unemployment criteria 
governing the qualification of areas for Federal loans and other assist- 
ance. I believe the major prerequisite of any set of criteria is to make 
certain that the special assistance authorized by this legislation ¢ goes to 
areas with substantial and persistent unemployment, and is not si- 
phoned off by area where unemployment is only temporary in nature. 
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On the basis of our studies of this problem, we believe that the criteria 
in H. R. 5459 are better designed to identify those areas with persistent 
unemployment problems than the criteria established by H. R. 6215 
or H. R. 12121. 

H. R. 5459, in effect, defines such “substantial and persistent unem- 
ployment areas” as those localities in which the following two condi- 
tions are met: (1) 8 percent of the labor force is currently unem- 
ployed, and (2) unemployment has been at least 8 percent for most 
of the past 2 years. The intent of this provision is to exclude from 
direct Federal financial assistance areas that may develop short-run un- 
employment problems from time to time. As I said earlier, the basic 
problem in areas with short-term unemployment is not a lack of in- 
dustrial facilities, but fuller utilization of the facilities already avail- 
able. 

It seems to me that the criteria established in some of the other 
bills might permit areas to obtain assistance on the basis of tempo- 
rary rather than long-standing unemployment problems. H. R. 12121 
would permit areas to qualify if unemployment reaches 6 percent, 
even without seasonal adjustment, for any 18 months in the past 2 
years. Under the criteria in H. R. 6215 it would be possible for an 
area to qualify for assistance if it has had 12 percent unemployment 
over a 6-month period. This is too short a time to provide an ade- 
quate basis for testing the persistence of unemployment in a particu- 
lar locality. At this stage of the recession about the same communi- 
ties qualify under the H. R. 6215 and administration criteria. 
However, if the present cyclical adjustment continues for only a 
short time longer, a number of additional large areas which do not 
appear to need financial assist: ince of the type offered by these bills 
might qualify under the criteria in H. R. 6215. 

T am submitting for the record a list of areas which on the basis 
of present information would probably have rea for assistance 
under each of these three bills in March of this year. You will note 
that under the criteria in the administration bill, 10 major areas 
and 28 smaller areas would probably qualify while under the bill 
passed by the Senate, which is identical to H. R. 12121, 20 major 
areas and 46 smaller areas of those currently classified by the Depart- 
ment of Labor would likely be designated according to the informa- 
tion we now have available. It is clear that the lower unemployment 
rate specified as one of the alternatives in the Senate bill accounts 
for the larger number of areas which would be eligible for assistance 
under this bill. This is a tentative list. If a survey of the small 
areas not presently classified were to be made the list might be 
different. 

MANPOWER PLANNING ASSISTANCE 


H. R. 5459 authorizes the Department of Labor to conduct or assist 
others to conduct studies of the size, characteristics, skills, adapta- 
bility, and occupational potential of the labor force in areas of sub- 
stantial and persistent unemployment. Provision is also made for 
the Department to provide assistance to community groups in plan- 
ning employment development programs in order to achieve maxi- 
mum utilization of local human resources. These proposals provide 
for the use of the facilities and know-how of the Department of 





la 
nt 
L5 


n- 
1- 
n- 
st 
m. 


1C 


l- 


}. 


> 


a 


LEGISLATION TO RELIEVE UNEMPLOYMENT 1219 


Labor and the Federal-State employment security system with its 
1,800 local offices. 

The experience and resources of these State agencies, and their 
intimate knowledge, at the local level, of area employ ment and unem- 
ployment, should be utilized to the best adv antage. 

I prefer this approach to those in H. R. 621: 5 and H. R. 12121 which 
do not have comparable provisions. 


VOCATIONAL TRAINING 


Part of the problem of adjustment to changing economic conditions 
faced by areas with long-term unemployment is that of the lack of 
balance between the existing labor skills and the demands of new 
industries which must be developed i in the areas. You might call this 
the problem of obsolescence of the skills of the work force. 

It has two aspects: First, in those areas the worker’s skills are 
frequently not suited to new industrial applications, and absence of 
skills needed by modern industry constitutes a deterrent to their eco- 
nomic development. Second, the individual workers, whose carefully 
learned skills are no longer in demand, are faced with serious prob 
lems, bearing as they do the brunt of the economic a 

While an economic development program must take cognizance of 
both aspects of the prob lem, it must necessarily concentrate on the 
skill improvement of individual workers. H.R. 5459, H. R. 6215, and 
H. R. 12121 all properly recognize this necessity by providing for 
vocational training or retraining of individuals living in these areas. 

I feel, however, that as presently drawn, the section on voc ational 
training in HL. R. 12121 would not be as manageable nor as effective as 
it could be. Determination of the vocational training needs of all 
unemployed individuals in all designated areas would be a big under- 
taking and should not be undertaken automatically when an area 
qualifies under the legislation, as appears to be required by this bill. 
Rather, such determinations, together with the establishment of local 
programs to provide the training needed, should be coordinated with 
and contingent upon the preparation and adoption of an overall eco- 
nomic development program by each area, as provided in H. R. 5459. 

I do not believe that the Secretar y of Labor should be made respon- 
sible for sow iti vocational training and the necessary facilities 
therefor, as would be required under TL. R. 6215. This, of course, 
would put us in a new business and one which we have no desire to get 
into. The Office of Education in the Department of Health, Educa- 
tion, and Welfare has well-established relations with State vocational 
education agencies and through this Federal-State arrangement helps 
finance needed educational facilities. I think it would be more appro- 
priate to confer the responsibility for providing, or helping to provide, 
needed vocational education facilities on the Department of Health, 
Edueation, and Welfare. 

This does not mean that the Department of Labor does not have a 
keen interest in vocational training. Much of the training needed is 
likely to be on-the-job training which, of course, must await the devel- 
opment of new industries so that it can be programed to meet their 
specific needs. The Department of Labor, of course, is at all times 
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ready to provide any technical assistance needed in setting up ap- 
piniattnekin nad other on-the-job training programs as requested. 

Further, I think it is clear that a comprehensive analysis of the 
skills of the labor force in an area is indispensable to the development 
of recommendations on training es Such manpower surveys have 
been made by our Department and its affiliate agencies, and we are 
prepared to continue to make them. "i these respects I prefer the 
provisions of H. R. 5459. 


RETRAINING SUBSISTENCE PAYMENTS 


I do not approve of the ret raining subsistence payments proposed by 
H. R. 6215 and H. R. 12121. These payments are not unemployment 
compensation. Yet they are tied to the unemployment-compensation 
system by setting the amount of the payments at the level of the aver- 
age weekly unemployment compensation benefits paid in the State. 
There is a basic distinction between unemployed persons oe for 
unemployment-compensation benefits, and those who would get re- 
tr aining subsistence payments under the pronosed leeislation. BIL 
sibility for unemploy ment- ane nsation benefits is always dependent 


on the elaimai t be: ne ay ah forv ovis, | ob lity for LR recep ning 
subsist ence payment would ic depence Hi On Tike person S attenda nce 
at a trainin’ elnes and if he is devoting his time to that training. he 


is not available for work. It is not sound to associate these payments 
with a ee of unemployment compensation which has heen con- 
structed in accordance with insurance principles. 

(side ea that policy consideration, there are other serious deficien 
cies in the proposed retraining subsistence payments. These are a few 
of them: 

(a) The mechanics of making the payments to the States who would 
act as avents of the United States are omitted and there are no pro- 
visions for financial safeguards. 

(5) Residence in the redevelopment area is not defined. 

(c) The period of time used to determine the average weekly un- 
employment compensation payments made in the State is not specified. 

(d) The conditions which individuals must meet each week to 
ie subsistence payments such as regular attendance or satisfactory 
progress are not specified. 


SUMMARY 


In brief, these are my views regarding the duties and responsibilities 
of the Department of Labor in relation to a Federal program to assist 
areas of substantial and persistent unemployment. 

The Department of Labor should have responsibility for finding 
the ‘fac ts about unemployment which determine which areas meet the 
c rite ria necessary to qualify for Federal assistance. 

The criteria should assure that areas eligible for assistance are 
a with genuinely long-term and substantial unemployment, not 
short-term cyclical une mployment. 

3. Specific provisions should be made for the effective use of the 
experience and resources of the Department of Labor and the Federal- 
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State employme nt security system in assisting eligible areas with man- 
power planning, and with surveys of skill and ‘of training needs i 
accordance with requirements of new industries coming into the areas. 
Concentration on the development of human resources is, in a sense, the 
heart of the whole program. 

The provision of vocational education and additional training 
facilities, as necessary, should be the function of the Department of 
Health, Education, and Welfare in cooperation with State and local 
agencies. The role of the Labor Department should be to assist inter- 
ested parties to determine training needs and potentials and to give 
technical assistance for apprenticeship and other on-the-job training 
programs. All training activities should be closely coordinated w ith 
other phases of the program by requiring the preparation and sub- 
“ al of an overall plan for economic development by each area. 

Provision for retraining subsistence payments should be left to 
dyidine retion of the States. 

In our judgment, any area assistance bill that is enacted should be 
in accord with these five recommendations, insofar as the responsibili 
ties of the Department of Labor are concerned. 

(The documents furnished the committee by Secretary Mitchell are 
as follows :) 


Tentative list of areas that may qualify for Federal assistance as areas with 
substantial and persistent unemployment under various legislative proposals * 


MAJOR AREAS 


Carrigg (administration) bill, Spence bill, H. R. 6215 Gray (Douglas-Payne) bill, 
H. R. 5459 H. R. 12121 
| 
Indiana: Terre Haute | Indiana: Terre Haute Indiana: 
| Evansville. 
Terre Haute. 
Massachusetts Massachusetts Massachusetts 
Fall River 2_. Fall River ? Fall River 
Lawrence 7 | Lawrence. - Lawrence 
Lowell 
Michigan: Detroit ? Michigan: Detroit ? Michigan 
| Detroit 
Muskegon 
New Jersey: Atlantic City New Jersey: Atlantic City New Jersey: Atlantic Cit 


North Carolina: 
Asheville 
Durham 


Pennsylvania Pennsylvania Pennsy]vania 
Altoona - - - | Altoona Altoona. 
Scranton Scranton Erie 
Wilkes-Barre-Hazleton W ilkes-Barre-Hazleton Johnston 


Scranton 
W ilkes-Barre-Hazleton 


Rhode Island: Providence Rhode Island: Providence Rhode Island: Providence 
Tennessee: Knoxville 
West Virginia: Charleston West Virginia: Charleston West Virginia 


Charleston 
Huntington-Ashland 
Wisconsin: Kenosha 


This listing is preliminary and tentative and was based on information now at hand in the Department 
ofLabor. The list would have to be reviewed in the light of whatever criteria may be established by legis- 
ation to assist areas with substantial and persistent unemployment 

* Borderline 
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Tentative list of areas that may qualify for Federal assistance as areas with 
substantial and persistent unemployment under various legislative proposals 


Continued 


Carrigg (administrat‘on) bill, 


H. R. 5459 


Illinois 
Harrisburg 
Herrin - Murphysboro 
Frankfort 


West 


Indiana: Vincennes 


K ansas 


Pittsburg 


Kentucky 
Corbin 
Hazard 
M adisonville 
Middlesboro-Harlan 
Morehead-Gr 
Paintsville-Prestonsburg 
Pikeville-W illiamson 


i1vson 


Maine: Biddeford-Sanford 
Maryland: Cumberland 
Michigan 

Monro 

Port Huron 


North Carolina 
Fayetteville 
Mount Airy 
Shelby-Kings Mountain 
Oklahoma: McAlester 
Pennsy!van 
Berwick-Bloomsbur 
Pottsvil's 
Uniontown-Connellsvill 


Tennessee: La Follette-Jellico- Taze 
well 


Texas 
Virginia 


Texarkana 
Big Stone Gap-Appalachia 


West Virginia 
Beckley . 
Ronceverte-W hite Sulphu 
Springs 


Welch 


SMALLER AREAS 


Spence bill, H. R. 6215 


MMlinois 
Harrisburg 
Herrin-Murphysboro-W est 


Frankfort 


Indiana: Vincennes 


Kansas: Pittsburg 


Kentucky 
Corbin 
Haz 
Madisonvill 
M iddlesboro-Harlar 
M orehead-Grayson 
Paintsville-Pre 
Pikeville-W illiamson 














Maine: Biddefo I 
Maryland: Cumberland 


MM 


Fayetteville 

Mi 4 

Shelt Kin M I l 
Ok! al MeAlester 





Penn vania 
Berwick-Bloom 
Pottsville 


Uniontown Conn 


Stone Gap-Ay 
palachi 
West \ 1 
Beckley 
tonce ve W hit S t 
Sprin 


is Payne bill, 


H. R. 12121 


Alabama: Jasper 
Connecticut: Danielson 
Illinois 
Harrisburg 
Herrin-Murphysboro-W est 
Frankfort 
Mount Carmel-Olney 
Mount Vernon 
Indiana 
lichigan City-La Port 
Muncie 
Vincennes 


Kansas 
Coffeeville Independence 
Parsons 


Pittsbure. 
Kentucky 

Corbin 

Frankfort 

Hazard 

Madisonville. 

M iddlesboro-Harlan 
Morenhead-Grayson 
Owensboro ; 
Paintsville-Prestonst 
Pikeville-W illiamson 





Maine: Biddeford-Sanford 
Maryland: Cumberland 
‘i inl 

Mx 1 


North Carolina 
Favetteville 
Kinston 
Mount Airy 
Shelby-Kings Mountain 
Oklahom McAlester 


Clearfi 

Lock H I 

Pottsville 

Sunbury-Shamokin-Mount 

Carme 

Uniontown-Connellsvillt 
rennessee: La Follette-Jellico 
Tazewel 


Texa rexarkana 
Virgin 
Big Stone Gap- Appalachi 
Radtord-Pulaski 
West Virgini 
Beckle 
Fairmont 
Logan 
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Secretary Mircenety. Mr. Chairman, that completes my prepared 
statement. 

Thank you very much. 

The CuHarrmMan. There has been long-time, substantial and persist- 
ent unemployment in the coal fields of West Virginia, Kentucky, Penn- 
sylvania, southern Illinois, and many other Sts ites. Those people have 
no opportunities loc ally to obtain other employment. How can we 
meet that condition ¢ 

Secretary Mircneiyi. Well, sir, I think all three of these bills that 
are before you set up the mechanism for meeting that condition. As 
you may note by the tentative list of areas that may qualify for Fed- 
eral assistance under the various legislative proposals, there are a 
number of cities in both Pennsylvania and West Virginia. For 
example, Altoona, Scranton, Wilkes-Barre, Hazelton, Johnstown, and 
Erie, in Pennsylvania. Charleston and Huntington-Ashville area in 
West Virginia, and in some of the smaller areas s such as Illinois, you 
have the “Herrin-Murphysboro- West Frankfort area, which would 
qualify under most of the criteria that you have before you so it seems 
to me the Congress in considering this legislation has already deter- 
mined what is necessary to assist these communities. 

The Cruatrman. In Kentucky, there are no large cities. It is 
entirely, you might say, rural area and small towns. It seems to me 
that needs some particular treatment that might help those people. 

Secretary Mrrcnevt. Under the criteria established by these various 
bills there are a number of small communities in Kentucky which 
would qualify for the type of assistance this bill offers in terms of 
the attraction of new industry and loans and grants. There are a 
number of them in Kentucky that under the present criteria estab- 
lished in this proposed legislation, that would qualify for assistance. 

The Cuamman. In defined depressed areas there are many sections 
that have great unemployment but because of the great number of 
citizens in these depressed areas, those subsections can’t qualify, how- 
ever much their unemployment exists. I have that condition in my 
own district. One of the depressed areas is Hamilton County, Ohio, 
and another is Kent and Campbell Counties, Ky. There is very great 
depression in Newport, Ky. Yet because of the size of the Cincinnati 
area, they can’t qualify because unemployment in that area does not 
permit them to do so, 

Don’t you thik those sections should have some relief ¢ 

Secretary Mircne ty. Well, Mr. Chairman, as you know, the areas 
are designated, the industrial areas, or the labor market areas are des- 
ignated “uniformly throughout the Government and one has to look 
at the total area in order to—it seems to me—determine the level of 
unemployment. 

For example, you have the Pittsburgh area where the employment 
will affect a large number of surrounding communities whose liveli- 
hood depe ands on Pittsbur gh. 

Now, I don’t see how you can separate a community which is at- 
tached to the P ittsburgh labor market and say, “Well, we will treat 
this differently,” because it seems to me that one has to look at the 
total area to determine the interchange of industry and people who 
may live in one community and work in another. 
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It seems to me as one started to try to dissect these various metro- 
politan areas, or areas of production, you might get yourself in such 
a tangle you couldn’t get out of it. That would be my impression, 

The Cuarrman. Here is an area in another State ths at is absolutely 
unable to get relief because it is in the area in which Cincinnati is the 
predominant factor. It seems to me there ought to be some way by 
which we can help these people. Unemployment is persistent and 
substantial. 

Secretary Mircnexy. I think the test would be, Mr. Chairman, to 
what extent does this area depend on Cincinnati and the environments 
of Cincinnati for its employment. 

I don’t know the particular area in detail that you are talking about. 

The CHatrman. You do think that the area bills that are here 
would accomplish the purpose that we attempt to achieve? 

Secretary Mircneti. Yes, sir. I think the objectives of the bill, as 
I stated in my statement, will get at this problem of long-term, per- 
sistent, chronic unemployment. 

The Cuatmrman. And your department is in favor of reporting some 
such bill ? 

Secretary Mircueti. We are, sir. 

The Cuatrman. Dr. Talle. 

Mr. Tauie. Thank you, Mr. Chairman. 

I am very grateful to you for your statement, Mr. Secretary, and 
it is a pleasure to say I am happy to see your assistant here this morn- 
ing, Mrs. Wickens. Her husband and I were in the first graduate 
study class at the University of Chicago dealing with agricultural 
economics and we had a very pleasant association together. 

Secretary Mrrcnetn. May I say, Mr. Talle, Mrs. Wickens is much 
younger than her husband. 

Mr. Tatxe. I think both of them are young and both of them are 
charming. 

You have made a very fine analysis, Mr. Secretary. It is both com- 
prehensive and detailed and I am confident that it will be very helpful 
to this committee. And I liked your summary. 

Now, as to some specifics to support my state ment that I believe it 
will be very helpful: You point out on page 2, and I would like to 
quote from your statement as follows: 

The fact is that about 85 percent of the employment decline in nonagricultural 
industries over the past year has occurred in manufacturing, and about 70 per- 
cent has been in durable goods such as machinery, metal products, aircraft, 
automobiles, basic steel, and other metals. 

That is worthwhile for us to note. 

At the bottom of page 3 I quote: 

I should like to emphasize that the unemployed are not a mass that continue 
in jobless status from month to month, they are a constantly changing group 


of individuals. Many of those who are unemployed in one month have found 
jobs by the following month. 


And then I would like to turn to page 4, and I quote: 


It is the workers who are unemployed for a long time whom the administra- 
tion seeks to assist by urging the immediate extension of unemployment benefits. 


That is the end of that quote and then on page 6: 


As this committee considers various types of legislation to deal with short- 
term cyclical unemployment, it should be borne in mind that even as recessions 
do not come in a day, they do not vanish overnight. 
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There are many more, of course, that could be added, but those are 
matters that struck me as especially significant and I wanted to mention 
an additional matter, Mr. Secretary : 

Is it not true that in some areas there may be recruiting at the same 
time as separation goeson? Is it not true that in a period of declining 
economic activity, employers may cull their labor force—they have 
known for some time they would like to improve the quality and it is 
a rather good time for c ulling the m. 

Secretary Mrrcne.t. Yes, that happens, Mr. Talle, certainly in 
areas and in some plants where layoffs are taking place for specific 
jobs a company or a group of companies may be hiri ing. 

For example, in the month of April, the placement services of the 
State employment agencies placed over 600,000 people in jobs and 
as I said in my statement there were 1.4 million people in April who 
got jobs, in t his turnover. 

One other point I think I should make in connection with what you 
said, it is true that in a time of declining business activity, employers 
often look to ways and means of cutting costs and that takes many 
forms. One form of course is to attempt to do with a minimum of 
personnel. Another is to restrict activity which may be a costly 
activity. 

The result is that as the business cycle turns up—and this is true 

in every recession and consequent upturn—employers take back people 
at a slower rate than they laid them off. bie J have learned during a 
recession to cut corners and, as you might say, they have learned to 
take the fat out of their roster of personnel, sheis employment situa- 
tion. So that one of the effects will be that long after the beginning 
of a business upturn, unemployment will persist, one of the factors 
being the one that you mentioned. 

Mr. Tair. Thank you, Mr. Secretary. My time is up. 

The CuarrMan. Mr. Brown. 

Mr. Brown. Mr. Chairman, I am sorry I was detained this morning 
so I will pass for the time being. 

The CuarrMan. Mr. Kilburn. 

Mr. Kiipurn. We are glad to have you before the committee, Mr. 
Secretary. I will go through your statement carefully. I have no 
questions. 

The CuarrMan. Mr. Patman. 

Mr. Patman. Mr. Secretary, I heard over the radio this morning 
that the cost of living would be announced today as going up, is that 
correct ¢ 

Secretary Mrrconei.. I think I am free—it will be released at 11 
o'clock and it is now 5 minutes until 11. 

Mr. Parman. I heard it at 7. 

Secretary Mircne ti. Well, that wasn’t official. 

It will be up by two-tenths of 1 percent. 

Mr. Parman. What has been done to keep the cost of living down, 
Mr. Secretary, in the last year? 

Secretary Mircuett. Mr. Patman, may I point out that this April 
increase is due entirely to the increase in the price of food. All of 
the remaining items in the index balance out on a no-change basis. 
The rise in food, however, is much less than it has been in the pre- 
ceding 3 months. The two factors which seem to operate to increase 
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the food prices are that fruits and vegetables have jumped again in 
price and the other factor is meat prices which are still going up. 

Mr. Parman. I think you answered the part I wanted when you 
said the entire increase was due to food. 

Secretary MircHe.y. Yes, sir. 

Mr. Parman. Does an interest rate enter into the cost-of-living 
index ? 

Secretary Mircuenyt. Yes, I believe it does in terms of -purchases 
that involves financing; yes. 

Mr. Parman. For instance, the Economic Indicators indicate that 
we are paying billions of dollars a year more than we paid a few 
years ago in interest rates. How would that affect the cost-of-living 
index ? 

Secretary Mircneny. It would affect it in that portion having to 
do with housing, the cost of homes. Rentals would be a reflection of 
the interest rates. 

Mr. Parman. Also taxes? 

Mrs. Wickens. Yes, sir. Local taxes affecting property, sir. 

Mr. Patman. That is the general property ad valorem tax. 

Mrs. Wickens. Yes, but the rise in the interest rate will have 
comparatively little effect in the index as a whole because interest 
in the ordinary family’s direct living cost is not a high item. It is 
not an important item in relation, for example, to food. 

Mr. Parman. What about installment purchasing, doesn’t it enter 
into it. in quite a large way there / 

Mrs. Wickens. Most goods bought on installments, of course, do 
not contain the interest charges in the price of the article which we 
get. and put into the index. Thus there is a defect in this index. On 
the effect of interest charges, as a matter of fact, there is in this par- 
ticular month a slight effect on the index as a result of higher interest 
rates on mortgages. 

Mr. Parman. How much would you consider the cost-of-living 
index has been influenced by the increasing rates of interest in the 
past, say, 4 years‘ 

Mrs. Wickens. I wouldn’t want to hazard a guess, sir. We will 
try to calculate that for you. 

Mr. Patrman. Will you dothat? Make it the last 5 years. 

Mrs. Wickens. We will dothe best we can. 

Mr. Parman. Remember this, too: Of course, this hidden interest 
rate in the cost of the article itself, I assume there is no way to 
separate that. 

Mrs. Wickens. No, sir, there would not be. 

(The data requested above is as follows :) 


EFFECT OF CHANGES IN INTEREST RATES ON THE CONSUMER PRICE INDEX 


The total effect on the Consumer Price Index of changes in interest rates, 
carrying charges and other consumer finance charges cannot be measured 
directly with the data now available. The only interest rate measured directly 
in the index is mortgage interest paid on owned homes. 

Mortgage intere st affects the CPI in two ways: (1) Through increases or 
decreases in the interest rate on mortgages, and (2) through changes in the 
size of the mortgage as measured by changes in the price of houses. Thus, 
if the price (hence mortgage) of houses increases, the interest charge can 
increase, with an upward effect on the CPI, even without an increase in 
interest rates. 
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The following table shows the percent increase of mortgage interest and the 
oa 


total CPI between March 1953 and March 1958, as well as over the year, 
March 1957 to March 1958. 


Percent increase, to March 
i958 from 


March 1953 March 1957 


All items in Consumer Price Index 8.5 3.7 
Mortgage interest cost 24.7 5 6G 
Mortgage interest rates 17.3 39 
Price of houses 6.3 2 3 


Portion of all-items percent- 
ige increase due to change 
in mortgage interest to 
March 1958 from 


March 1953 March 1957 
lotal mortgage interest cost +-(), 37 +0. 09 
Interest rate charges only +, 26 +-, 05 
Price of houses L 1] 4+. 04 


This tabulation indicates that if both interest rates and total mortgage bor- 
rowings had not changed between March 1953 and March 1958, the CPI would 
have risen 8.1, not 8.5 percent (8.5 less 0.37). If interest rates had remained 
constant the rise would have been 8.4 as a result of the increased price of houses 
alone. The importance of the price of houses in the index is much greater than 
the importance of interest charges, not only because the amount (dollars) in- 
volved is larger but because some homes are not mortgaged. If prices of houses 
had remained fixed and interest rates alone had risen the CPI would have risen 
8.2 instead of 8.5 percent. 

Interest rates also affect other items in the Consumer Price Index —for exam- 
ple, rents, charges for various kinds of consumer goods bought on short-term 
credit, in the sense that they are reflected in rents or prices. However, their 
effect is not statistically measurable. For consumers’ durable goods Reais 
on the installment plan like automobiles, washing machines, furniture, etc., 
the current selling price of the article, as reported each month, is used in the 
index ; carrying charges are not reported, nor are changes in those charges due 
to changing interest rates. However, in determining the importance of each 
of these types of articles in the family budget (and hence its importance in the 
index), the total expenditures by families, including carrying charges, is used. 
However, the relative importance of these articles is not changed except on the 
occasion of a major revision of the index. The whole subject of interest rates 
in the index is now under review, and will be considered further on the occasion 
of the next major revision. 

Mr. Parman. There should be some way of determining how much 
the interest rate influences the cost of living, particularly in view of 
the fact that every time the interest rate goes up, say $1 billion a year 
on the outst: anding debts aggregating say $800 million, that is a di- 

rect responsibility and obligation on every family and every indi- 
vidual. There should be some way of tr: ansl: ating that into the cost 
of living, I would think. 

Mrs. Wickens. As you know, the cost-of-living index is a price 
index. It is an index in changes of prices and not in the total cost of 
living, and hence it has never included income taxes or other deduc- 
tions from income. This index is just popularly called the cost-of- 
living index, but I am sure you will remember yourself, sir, that 
we changed its name during the war to the Consumer Price Index be- 

‘ause its name had been regarded as misleading, for this reason. 








1228 LEGISLATION TO RELIEVE UNEMPLOYMENT 


Mr. Parman. Yes, ma’am. 

Now, if I compute the interest increase correctly during the last 5 
years we have had a consider: able increase in interest rates to the extent 
that the people are paying now about $10 billion a year interest more 
than they paid in 1952. 

Now, if that is correct that is ee $60 per capita. That means 
about $300 for every family of 5. Now, there should be some way 
of translating that into the cost of living, I would think, because it 
is quite a burdensome item. That means that the average family 
would have about $300 a year less to spend for comforts and necessities 
of life because of the difference in purchasing power there. 

Mr. Kirsurn. Will the gentleman yield there ? 

Mr. Parman. My time has expired. 

If the Chairman will permit you to. Iam out of gas. 

Mr. Murer. — ay the witness answer en her own time / 

Mrs. Wickens. Am I limited to 15 minutes, Mr. Chairman ? 

The Cuarrman. You may answer the question. 

Mrs. Wickens. I think the answer, sir, is that you don’t pay taxes 
on the average. The sources of that interest come from many dif- 
ferent places, of course, and they are not all either from sales taxes 
or taxes which would enter in the price, directly. 

Mr. Parman. But you overlook the point. They are in all the 
taxes, they are in all prices and everything the consumer buys. 

Secretary Mrrcneni. If I may, Mr. Patman, we will endeavor to 
get you the information that you wish. I would not be too hopeful 
that it would be too definitive. 

The Cuarrman. Mr. McDonough—— 

Mr. McDonoven. I yield to Mr. Kilburn. 

Mr. Kitsurn. I would think the total interest payment would de- 
pend a lot on the total loan. Of course, if the loans go up, the interest 
goes up. 

Mr. Patman. Interest goes up anyway whether the loans go up 
or not. 

Mr. McDonovueu. Mr. Secretary, I didn’t hear your full statement, 
but I appreciate your giving us the benefit of your views 

What is the situation as far as you know, of the increase in employ- 
ment in the building industry ? 

Secretary Mrrcuety. Well, sir, the building industry usually has 
an upturn in employment beginning in the latter part of March and 
April and this year the increase has ‘been more than seasonal. I don’t 
have the exact figures here, but the increase beginning about < mid- 
dle of March and continuing on up through April has been more than 
a seasonal increase in employ: ment. 

Mr. McDonoveun. Is that reflected in the other types of industry 
that are affected by an increase in the building industry, such as 
building materials, home appliances and other things ? 

Secretary MircHe.t. It has not been reflected in home appliances 
to my knowledge because it is in this area of the durable goods where 
the major effect of this recession has been felt. It may, “however, as 
we get later into the year, as I stated in my statement, we expect an an- 
nual rate of over 1 million housing starts this year, and that rate has 
dramatically increased in April, from a low of February. We can 
expect that some of the byproducts of home building such as home 
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furnishings, major appliances and so on, that we will feel a lift in 
those areas. 

Mr. McDonovuen. What are the two major areas in the labor market 
that need a stimulus for employment, in your opinion ? 

Secretary Mircuety. As I point out, Mr. McDonough, this is largely 
a durable goods recession and it affects metals, steel, automobiles and 
allied industries and that is the reason, of course, that a great deal of 
the unemployment is concentrated in areas where these products have 
been largely the major source of the area’s production. 

Mr. McDonoucn. Has the unemployment in manufacturing been 
caused by the decline in the inventories normally carried in those 
materials or is it the usual goods from day to day. 

Mr. Mrrcueny. I don’t believe it is the inventories. The inven- 
tories in many areas are still high. 

Mr. McDonoveu. If they are high then they don’t have to manu- 
facture for supplemental—for day-to-day purposes. 

Secretary Mrrcenen.. That is right. Steel is oper ating at 50 per- 
cent capacity and you have consequent unemployment. Automobile 
sales are drastically off and re: ally, the recession, one might say, stems 
from a slow-down in the durable goods area of our economy. 

Mr. McDonoucu. Do you have any figures on the number of new 
people who will be in the labor market as a result of school graduates 
from college and high schools? 

Secretary Mircnein. Yes, sir. As I said earlier, there is usually 
between April and—let me say yearly there are about 2 million 
students, undergraduates, graduates, some of them looking for sum- 
mer jobs only, who appear in the labor market to some extent in May 
and to a much larger extent in June, so that you can always antici- 
pate that between April and June in any normal year, that the unem- 
ployments figures will rise by about 18 percent to 20 percent. 

Mr. McDonovau. For people who have never had a job? 

Secretary Mrrcnen.. That is right, sir. These are people who are 
counted by the Census Bureau as looking for work and they could be 
high school juniors who are old enough who are looking for jobs, 
the *y could be college sophomores who are looking for summer jobs. 

Mr. McDonoven. The type of people not eligible for unemploy 
ment insurance. 

Secretary Mircne.i. No, they are not. 

Mr. McDonoucu. When the House passed the unemployment in- 
surance aid to the States it was estimated some 6 States were in a 
bad situation. Has that changed any since then ? 

Secretary Mircnetyi. I don’t know what your definition of a bad 
situation is—— 

Mr. McDonovuen. Those who needed Federal aid, I mean. 

Secretary Mircue... There are States that are in worse shape than 
others, States such as Michigan, Pennsylvania, Rhode Island, where 
there has been heavy concentration of manufacturing, that are more 
badly hit than other States. However, I think the pattern of un- 
employment, if one were to analyze it, would indicate that more than 
six States are affected by this recession in terms of unemployment. 

Mr. McDonovuau. Six States that need immediate help from the 
Government to supplement unemployment insurance. 
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Secretary Mrrcnety. I understand. There are some States whose 
reserves under their present insurance system of une mploy ment com 
pensation are rather low and which under the normal impleme ntation 
of the Federal-State assistance, without any extension of duration of 
benefits at all, will probably need to borrow from the $200 million 
Reed bill fund in order to pay their current benefits. 

There are some States that have already done so. Alaska has bor- 
rowed from this fund twice now. 

The Cuarrman. Your time has expired, Mr. McDonough. 

Secretary Mircnet.. Oregon borrowed $14 million several months 
ago and there are several other States whose reserves are in not too 
good shape. 

The CuatrmMan. Mr. Multer. 

Mr. Murer. Thank you, Mr. Chairman. 

Mr. Secretary, I think you will be the last of the administration 
witnesses before this committee during the course of these public 
hearings. I would like to ask whether or not the administration view 
of the present situation still is that this is just a minor fluctuation, 
just a pause for breath, or have they changed their opinion and do 
they believe this is a serious situation that requires immediate 
attention ? 

Secretary Mircuein. Well, sir, my opinion, which I can give you, 
is that we have a basically sound economy. We have, as I pointed out, 
63 million people employed. We have unemployment of a serious 
nature in certain areas which gives us concern. I don’t think that 
any action taken either by the Government or by private industry can 
have the immediate effect of turning this economy around. You just 

can’t turn it off and on like a faucet and it takes time, it seems to me, 
to get the effect of what has been done. 

Now, it would seem to me that the Government has already taken 
important actions in this area, which should considerably assist the 
economy in the second half of this year. 

For example, the housing bill will no doubt give us a much better 
housing picture at the end of this year. 

Mr. Murer. The housing people don’t agree with that. 

Secretary Mircnety. The housing starts rose to an annual rate in 
April to 950,000, from an annual rate in March, I believe, of 880,000. 
We expect that the annual rate will shortly be over a million. So this 
will give us a better picture in the second half of the year. The various 
procurement actions that have been taken I think will begin to show 
up in ordering by businessmen and in rehiring by various employers. 
Certainly the concern that I have in this area is for those people who 
were laid off early in the year, in the latter part of last year, who will 
have exhausted their unemployment compensation benefits and who 
need some assistance in terms of extension of those benefits. 

Mr. Mutter. What about the people who never had any unemploy- 
ment insurance and are still out of work ? 

Secretary Mircnetn. Well, sir, if action is needed with relation to 
those people it should be taken outside of the Federal-State unemploy- 
ment compensation system. 

Mr. Mutrer. Should the Federal Government take those steps 4 

Secretary Mrrenenu. I think it should be seriously considered; yes. 
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Mr. Muvrer. Is there anything else we should do other than the 
bills we are c “onsider ing here ¢ 

Secretary Mircueci. As the President said the other night, very 
shortly a decision would be made in cooperation with the leaders of 
Congress as to what should be done, if anything, in the area of a tax 
revision, a tax adjustment. 

Mr. Murer. You said some time ago that there should be tax cuts 
in connection with this present recession 4 

Secretary Mircueyi. Yes, sir; I did. 

Mr. Muvrer. Do you still feel the same way, sir? 

Secretary Mircuei.. 1 believe that the President will announce 
whatever decision the administration makes within, as he said the 
other night, within a very short time. 

Mr. Muurer. You would rather not give your personal views? 

Secretary Mrrcuenn. And I think the administration’s point of 
view will be evident at that time. 

Mr. Murer. But you would rather not give your personal views 
at this time ? 

Secretary Mircurii. I believe that whatever the President an- 
nounces in this area, will be the administration’s point of view and I 
will abide by that. 

Mr. Mutter. Is it proper for me to ask the Secretary of Labor if 
he reads the Wall Street Journal ? 

Secretary Mircnevy. I read it occasionally when some of the ar- 
ticles in it are called to my attention, as I also read the AFL-CIO 
News, and the NAM Digest, in order to get. a rounded education. 

Mr. Murer. In the first column of the first page of the Wall Street 
Journal of today you will find a column that goes over to the inside 
page that does not justify your optimism on the unemployment 
situation. 

As a matter of fact, I think if you will take the New York Times 
and the New York Herald Tribune, as well as the Washington Star 
and the Washington Post, you will find side by side with the adminis- 
tration leaders’ speeches in such a very optimistic tenor, a contradic- 
tion by the news items and the news statements in those very same 
papers, in the business and industrial and financial columns. 

Secretary Mircuet.. I would like to know, Mr. Multer—I haven't 
read these articles—what have they contradicted in what I have said ? 

Mr. Mutter. They don’t justify your optimism that we are getting 
out of this slump or that we have reached the bottom of this slump. 

Mr. Brown (presiding). I recognize Mr. Widnall. 

Mr. Wipnatn. Mr. Secretary, the people of the State of New Jersey 
are very grateful for the way you have conducted yourself in the Office 
of Secretary of Labor. We feel that you have been doing an outstand- 
ing job there and I am certainly happy that you are here before the 
committee today. 

I notice in your comments on the three bills being considered by the 
committee that the only major area that would be affected in our State 
would be Atlantic City. 

Isn’t the unemployment down there a seasonal proposition because 
it is primarily a recreational area ? 

Secretary Mrrcurti. That is my impression, Mr. Widnall. 
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Atlantic City is primarily a resort town and unemployment in At- 
lantic City is a persistent one, in season and out of season, and qualifies 
under our criteria. 

Mr. Wipna.. There is a constant change in the employees in all the 
3,000 hotels they have down there. 

Secretary Mrrcuet.. Without doubt. As I tried to point out in my 
statement, the characteristics of the unemployed change monthly and 
it is very likely that in a resort town such as Atlantic City that people 
come in and out of the town looking for jobs and not finding any and 
move away. 

Mr. Wipnatt. And also there is a constant shift of employees from 
one hotel to another. At least this has been my observation as a resi- 
dent of the State over a long period of time. 

It is always amazing to me to see Atlantic City classified as the one 
major depressed area in the State that requires help when there are 
other areas that have far more pressing conditions than they have 
down there, which wouldn’t qualify under any one of these three bills, 

Secretary Mrrcnetr. They would not qualify ? 

Mr. Wiwnart. Would not qualify. There is nothing in any of these 
three bills that I can see that would help the unemployment situation 
in Curtis-Wright at Woodridge; the unemployment situation in the 
great textile industry in our State, unemployment in New Jersey in 
the zinc company, and in my district I have the largest Ford assembly 
plant in the world and it would not help them. 

Yet, that is where the major impact is today. I think we are kid- 
ding the public if we try to make out that those places ie going to 
be helped by depressed areas legislation now pending before the 
Congress. 

The other two places in New Jersey that are mentioned, here, one is 
Long Branch, in the smaller areas—that again is a seashore area where 
you have a seasonal type of employment and the other is Bridgeton 
where you have migrant farmworkers entering into the picture. Isn’t 
that so? 

Secretary Mircnetyi. That is true. 

Mr. Wipnau. So what you have are conditions that have existed 
for years because of the seasonal fluctuation in employment, because 
of the very nature of the industry. 

It is something like the Altoona-Wilkes-Barre-Scranton area where 
it is a one industry, one type of employme nt area and when that type 
of employment sloughs off there is nothing there to pick up the slack. 

Secretary Mircuenn. I agree with you fully, Mr. Widnall, that 
these bills, all of them, are not designed as I analyzed them, to help a 
community that is affected by short-term cyclical unemployment or 
une mployme nt due to this recession. The bills address themselves 
exclusively to long-term, chronic, persiste nt unemployment. 

I think you are “right in that we should not be misled to feel that 
such legislation is going to materially, promptly affect communities 
that have excessive unemploy ment due to the recession. 

Mr. Wipnatt. One question in connection with the cost of living 
index: What figures are used in compiling that, wholesale prices or 
suggested retail prices ¢ 

Secretary Mrrcney.. The figures are actual retail prices. 
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Mr. Wipnati. Does that mean you go to independent grocers to 
get prices, or A. & P. and Grand Union . where there is a great differ- 
ence in the price ¢ 

Secretary Mircureti. The prices are determined according to the 
buying hi abits of the consumer. 

Mr. Brown (presiding). Mrs. Griffiths 

Mrs. Grirrirus. Thank you, Mr. Chairman. 

Mr. Secretary, isn’t one of the distinguishing characteristics be- 
tween this depression and the 2 that preceded—the 2 recessions that 
preceded it, the fact that at the present time there are almost 2 million 
people who have been out of work for 15 weeks and in the previous 
recessions there never we “y more than a million. 

Secretary Mircner.. I don’t have the figures on the people out of 
work 15 weeks or more in 1949-50, 1953-54. We can get them for 
you, I think, but I am not sure. It is only in the last 4 years that 
the Labor Department has attempted to determine the characteristics 
of the unemployed. 

(The data requested above is as follows :) 





The number of persons unemployed for 15 weeks or more was estimated at 
1,886,000 in April 1958. In the 2 previous recessions the figures were lower but 
they exceeded 1 million. In April 1950, 1,180,000 had been unemployed for 15 
weeks or more, and in April 1955 there were 1,110,000 unemployed for that 


length of time. 

Mrs. Grirrirus. Thank you. 

I would like to ask you about the retraining program. I believe [am 
correct that you feel the retraining program | should be left to the local 
community and any payments that are to be made to those who are 
being retrained should be made by the local governments, is that right ¢ 

Secret: wy Mircneny. That is right. 

Mrs. Grirrirus. For instance, ~ Huntsville, Ala., which is a small 
town in which all industrial employment was brought there by the 
Federal Government, the Federal Government is the purchaser of all 
services. Should there be unemployment there would you still feel it 
would be the responsibility of Huntsville, Ala., to retain these people 
who have been brought in by the Federal Government and for the 
State of Alabama to pay them? 

Secretary MircHe.u. Yes. 

Mrs. GrierirHs. You would? 

Secretary Mrrcue.y. Yes. 

Mrs. Grirrirus. Would you also feel for instance in the State of 
California where a large part of all employment is really Federal 
employment, that those ‘people who have been called there to work in 
the airplane industry that if the Federal Government cuts off its pur- 
chases, then I presume you feel that the State of California should pay 
them. 

Secretary Mircne... Certainly, Mrs. Griffiths, the State of Califor- 
nia and all the communities of California that have been affected by 
the aircraft industry have benefited from it, and the aircraft industry 
also serves a private, commercial need, too. 

Mrs. GrirrirHs. Very slight in California. It is generally a fed- 
erally purchased service. 

So if the Federal Government has created the problem for all of 
these areas, you still feel that the proper thing 1s for the Federal 
Government to stay out of the retraining program ¢ 








1234 LEGISLATION TO RELIEVE UNEMPLOYMENT 


Secretary Mrrcnety. Well, of course— 

Mrs. Grirrirus. Let’s take another example. 

Secretary Mrronety. May I comment on that, Mrs. Griffiths? 

Mrs. Grirrirus. Yes. 

Secretary MircuHetyi. You have used two examples where the prob- 
lem of retraining under this bill, as I recall the communities that would 
qualify, does not arise. 

Mrs. Grirrirus. Well, I am just taking them as examples. 

Secretary Mrrcnety. These are hypothetical ’ 

Mrs. Grirritus. Yes. They do not necessarily apply. 

For instance, [ happen to come from Detroit. 

If there continues to be an importation of foreign cars, and finally 
if it hits the domestic car market and hurts them badly—after all, the 
tariff is the Federal Government’s responsibility. This should be a 
part of the Federal Government’s concern. 

Do you think then that the Federal Government still has no respon- 
sibility toward manufacturers and toward the workers? 

Secretary Mrrcueiy. Not in the fashion that you seem to be allud- 
ing to, Mrs. Griffiths. I think one must point out in relation to small 
cars and the tariff that there are far more people employed in this 
country in the manufacture of goods for export than there are people 
who are affected by the size of the imports. 

Mrs. Grirrrrus. I know that. 

Secretary Mircue ty. I think you will find that is true of the auto- 
mobile industry also. 

Mrs. Grirrirus. I am sure of that. A goodly portion of all the 
goods sent abroad are made in Michigan. 

I am giving you a hypothetical example. What I want to point 
out to you is that in my judgment your point on the retraining pro- 
gram is very poorly taken. The Federal Government is responsible 
in my judgment to a greater extent than you seem to believe, for the 
unemployment that is created throughout America. Much of the 
problems that have arisen have arisen because of the Federal Govern- 
ment. Not because of any local thing. And what you are now sug- 
gesting is that in a community already hard hit, you are saying to 
them, “Save yourself.” 

Secretary Mircne.yi. No, I have not said that; as has been indi- 
cated by our efforts to suggest an extension of unemployment com- 
pensation. But I am saying that certainly the retraining features of 
this bill, which would incorporate such retraining features in the 
Federal-State unemployment compensation system, would have a 
very damaging effect on that system. In my opinion that would be 
a disservice to the people who depend on this i insurance system when 
they are unemployed, as I tried to point out in my st: itement. 

Mr. Brown ( (presiding). Mr. Betts—— 

Mr. Berrs. Mr. Secretary, I want to compliment you on your state- 
ment. I think you have made an excellent witness. 

Secretary Mircuenti. Thank you. 

Mr. Berrs. There are some areas in which I am not too clear, 
though, and I think you brought them out for the first time. Coming 
from more or less a rural community I wonder if you could give me a 
definition or an example of retraining subsistence payments. I know 
generally what it is but give me a spec cific ex: imple. 
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Secretary Mircuein. As I understand the intent of one of these 
bills here it is that if it is determined that a community meets the 
criteria in the area assistance redevelopment bills—— 

Mr. Berrs. In other words, if the unemployment percentage is 
above—— 

Secretary Mircueti. Above a certain level, then certain imple- 
mentations take place, one of these being that the workers in that area 
are eligible for retraining in a new skill, in anticipation of a manu- 
facturer who would employ that new skill coming into the market, 
coming into the area. 

Mr. Berrs. Now, what is the difference between that and vocational 
retraining ¢ 

Secretary nwciesoneay As I read these bills, one of them provides that 
any worker in an area who has been displaced or unemployed because 
of chronic, pti nt unemployment would be eligible to take a train- 
ing program. Let’s assume, for example, that he was a miner, and 
the mining operation has ceased and the community felt that it could 
bring in an electronics industry. So you proceed to place the work- 
er in a retraining program to teach him how to run a lathe. Under 
this bill he would be eligible for the time that he was in training 
for a subsistence allowance equal to the unemployment compensation 
benefits that a worker gets who is unemployed. 

The point I made in my statement was that I believe this is a dis- 
tortion of the unemployme nt compensation system because one of the 

cardinal principles of the unemployment compensation system is that 
a worker is entitled to unemployment compensation as long as he is 
available for work. And the minute you destroy that, or modify 
that, you are taking away one of the best administrative tools in the 
administration of this system. 

Now, as I understand your question on how this operates, I would 
assume that the miner who is going to be trained to operate a lathe 
would be sent to school or to a training school and as long as he 
was in this training class he would be eligible for whatever the un- 
employment compensation system prov ided—$ $30 a week or whatever 
it may be. 

Mr. Berrs. Now, does industry provide retraining programs? 

Secretary Mrrcnett. Industry is constantly training and retrain 
ing its employees. The training programs in most of the major in- 
dustries are a normal part of the managerial operation. They are 
training new employees on how to do a job and training old em- 
ployees who are going to be trained to a new operation, how to do 
the new job. 

Mr. Berrs. The new industry that is moving in, in many cases will 
be in a position to train the miners for positions in that industry, is 
that correct? 

Secretary Mrrceneny. Of course, that is theoretical, but not too prac- 
tical, in that one of the attractions that an industry must necessarily 
have in a new labor market would be skilled workers. I mean most 
industries locating in a new market would want the skills of the labor 
force to be adequate. 

Mr. Berrs. Are there any retraining programs in existence at 
present ? 

Secretary Mrrcnett. Do you mean financed by the Federal Gov- 
ernment ? 
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Mr. Berts. No, any. 

Secretary Mircuety. Industry is constantly retraining. 

Mr. Berts. I should have said in addition to the industry. 

Secretary Mircne.y. There are related job training programs car- 
ried on all the time by the vocational training people in the various 
States. 

Mr. Berts. In the high schools. 

Secretary Mircueuy. In high schools and out-of-job classes, by vo- 
cational schools. 

Mr. Brown (presiding). Mr. Vanik is recognized. 

Mr. Vanix. Mr. Secretary you indicated we could anticipate a 
swelling of the total of the unemployed because of the swelling of the 
work force this summer. 

In your opinion, do you believe that the unemployed will exceed 6 
million by this summer, by the time the summer is over 

Secretary Mrrcnext. I would hesitate to make an accurate forecast, 
based on the traditional relationship between the April unemployment 
figures and the June unemployment figures 

Mr. Vantk. Would you say, then, that it would not be 

Secretary Mircue ti. May I answer it, please. 

Mr. Vanik. Yes. 

Secretary Mircuentt. And taking into consideration the normal 
margin of error which occurs in a census sample—which 1s only a 
sample—the unemployment figures could be anywhere from 5.6 to 
close to 6 million. It could be anywhere in there, because of these 
variations. 

Mr. Vanix. Because of those variations there is a possibility that it 
could reach 6 million 4 

Secretary Mircue ty. There isa possibility, yes. 

Mr. Vanix. Now, Mr. Secretary, if recessions are something we 
have to expect in our economy—and that seems to be indicated—what 
is your attitude toward the principles of supplemental unemployment 
benefits in which labor groups and corporations seek to raise the stand- 
ards of unemployment benefits by negotiated contract? Is this prin 
ciple a good thing or a bad thing? 

Secret: wy Mircuet. I have always taken the position, Mr. Vanik, 
that the question of collective bargaining in this country, if one be- 
lieves in free collective bargaining as I do, should be left to manage- 
ment and labor and that it would be i inappropriate for a Government 
official to comment on either the terms of a collective bargaining agree- 
ment, the adequacy or inadequacy, or on the nature of the items that 
are considered in a collective bargaining agreement. 

Mr. Vanik. Well, this is no longer a ‘subject I think that can be 
treated so lightly because it is a strong economic factor. These bene- 
fits certainly add to the sustenance of the purchasing power during a 
period of unemployment and it seems to me we ought to be unafraid to 
discuss the adverse, or the good effects of a principle that has now be- 
come commonplace on the labor market. 

Secretary Mircne i. Well, it is a question as to whether it has be- 
come commonplace, Mr. Vanik. There are probably 2 million to 3 
million workers who are covered by supplementary unemployment 
compensation benefits. 

Mr. Vanik. I consider that commonplace. 
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Secretary Mrrenet. With a work force of 68 million, the percent- 
age is obvious. 

“It seems to me that there may be other ways that a union and the 
management in a particular case may decide to handle the question 
of temporary layoffs, other ths an supplement: uy unemployment com- 
pensation. Those companies that have had experience with supple- 
mentary unemloyment compensation apparently are satisfied with 
it. As to whether other companies should adopt it, which is what you 
are trying to say, I will not comment. 

Mr. Vanix. Now, my next question I would like to direct to the 
cost of living index. 

I wrote the Bureau last year and I felt some other members of 
this committee did, that s adhaie was a very important, factor, because 
I had come across numerous cases in my district in which some peo- 
ple | hi ad purchased a refrigerator, for example, that had a list price 
of $520 in which the aggregate price to them would reach $810, or 
$815, so that $295 or a 57 percent amount of the purchase cost would 
be reflected by way of interest and carrying charges. Because of this 
situation and because it was rather common among people of the low- 
income groups, I felt that this was becoming an important factor and 
certainly should have its place in determining the cost of living index 
because there were so many people who had to buy things in that 
way. 

I received a reply—lI think it is comparable to the one given today, 
but is there any time in which we can review the factors in the cost 
of living index so that evidence of this kind can be projected and 
considered as an essential factor ? 

Secretary Mircneti. Mrs. Wickens has spent years on this matter 
and I would like for her to answer it. 

Mrs. Wickens. Of course, this kind of thing is reviewed periodi- 
cally. Part of the problem is how to determine what proportion of 
people actually purchase in that way in a given market and what the 
charges are. They differ greatly from one source of borrowing to 
another. 

Certainly, it is appropriate to review this kind of thing and I am 
sure the Bureau of Labor Statistics is looking at it and if, on the occa- 
sion of the next major revision, it is determined to ch: unge the policy, 
they will do so. 

Secretary Mircnet.. Mr. Chairman, may I point out that the De- 
partment of Labor will be requesting the Congress for appropriations 
in the next appropriations for a complete review of the elements 
the consumers price index in order to continue to keep it up to date 
to the consumer buying habits and also the elements that go into it. 

Mr. Brown (presiding). Mr. Mumma. 

Mr. Mumma. Mr. Chairman, with your permission I would like to 
reverse the English here, and yield my time to Mr. Chamberlain. 

Mr. Brown. You are recognized for 5 minutes. 

Mr. Cuampertain. Thank you very much, Mr. Mumma. 

Mr. Mitchell, I want to join my colleagues in welcoming you to our 
committee, commend you for your statement and let you know we 
appreciate having your thoughts on these very important issues. 

Perhaps as you know, like Mrs. Griffiths, I come from the State of 
Michigan, from a district where our employment is predominantly 
in the automotive industry. 
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At the present time, in the last report I had we had approximately 
171% percent of our total labor force unemployed, in the auto indus- 
try there. 

Now, as you have said earlier here, most of these bills which are 
being considered are for the persistent areas of unemployment and 
not for the short-term unemployment, and I don’t mean to infer that 
we shouldn’t be considering these areas that have this chronic and 
persistent unemployment. We should. 

Can you tell us what thoughts you have for relief of the short-term 
unemployment situation in these areas 

Secretary Mrrcnenyi. Well, as 1 said earlier, Mr. Chamberlain, the 
major effect of recession has been felt in the so-called durable goods 
industries, and particularly in automobiles. It seems to me that you 
cannot expect any marked upturn in the employment situation in 
Detket; and such areas, until the new models of automobiles begin to 
be manufactured, which is September or October, November, and cer- 
tainly by that time there should be sizable reemployment in the auto- 
mobile industry, which affects Detroit, Flint, and the other cities of 
Michigan. 

To what extent depends largely on the production plans of the 
various automobile companies, and I do not know what they are, for 
their 1959 models. 

Mr. Cuampernarn. Mr. Secretary, as we have been reviewing this 
unemployment problem, the question keeps coming back as to the 
effect of automation over the years with regard to our unemployment 
problems. 

It is my understanding from communications with the labor De- 
partment in the past, that some study is being made down there on 
the effects of automation. Could you give us a report on this matter, 
and let us know when you are going to have your study completed ? 

Secretary Mrrcnet. I think you have to look at the problem of 
technological unemployment, so-called—automation, technological 
change, or whatever you want to call it, from two points of view. 
If you take the general overall picture of employment, production, 
productivity, and industrial change, it seems to me that with a rising 
output per man-hour, which is partly the result of automation, that 
your level of living continues to rise and will continue to rise, and 
for that reason I think technological change which we have always 
had—it may be stepped up a bit now, but which we have always 
had—is a good thing. 

Now as it affects individuals, you may have another problem. We 
have been studying in the Bureau of Labor Statistics several firms 
where there has been a definite attempt to put in so-called automation. 
One of them was an insurance company and the others were a radio 
manufacturing plant, a bakery, petroleum refinery, and an airline. 
Now these companies installed machinery of a character that could 
have displ: iced large numbers of people, but they did it successfully 
by first retraining their people for the new machines and, second, 
in doing it in suc haw ay that there were no people laid off, and they 
took care of their increased business by not adding any new people 
but got their increased production out of the new machines. 

These were successful installations of automation. They were suc 
cessful because the employees accepted it. In many cases the em- 
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yloyees got higher paid jobs out of it, and the companies did it very 
skillfully. 

I think that in some areas automation can be installed, likewise. I 
might point out that while automated machinery may replace numbers 
of people, it also requires a higher degree of skill, not only to operate 
the machinery but to make it and to repair it, and to install it, so I see 
in this whole problem of automation nothing but good in the long 
run. 

Mr. Brown. Mr. Coad is recognized for 5 minutes. 

Mr. Coan. Mr. Chairman, I yield to the gentleman from New York 
briefly for a unanimous consent request. 

Mr. Motrer. Mr. Chairman, I asked Mr. Coad to yield so I could 
make this unanimous consent request. 

When the mayors were here last week 

Mr. Brown. Did you yield to Mr. Multer, Mr. Coad ? 

Mr. Coan. I stated I did. 

Mr. Mutrer. When the mayors were here testifying last week, 
Mayor Wagner indicated he would supplement his statement with a 
proposed bill and a statement explaining it. He sent that to me, and 
I ask unanimous consent that this may be added to the record at the 
conclusion of the testimony of the mayors last week, with the additional 
statement that he believes that the United States Conference of Mayors 
will approve it. 

Mr. Brown. It may be inserted in the record. 

Mr. Coap. Mr. Chairman, I ask unanimous consent that inasmuch 
as I will not be able to ask all of the questions that I should like of the 
Secretary of Labor, Mr. Mitchell, who is before us this morning, that 
I may be permitted to submit in writing the additional questions to 
him and that the questions and his answers be inserted in the record. 

Mr. Brown. Permission is granted. The information when re- 
ceived will appear in the record at this point. 

(The questions and answers referred to above are as follows:) 

May 23, 1958. 





Hon. JAMES P. MITCHELL, 
Secretary of Labor, 
Washington, D.C. 

DEAR Sik: Pursuant to the agreement established in our Banking and Cur- 
rency hearings of May 22, 1958, I am enetosing a list of questions which I 
should like to have answered for the record. I will appreciate your courtesy 
in making a copy of your replies available directly to me and also to the com- 
mittee for the record. 

I have the honor to remain, 

Yours very truly, 
MERWIN COAD, 
Representative in Congress. 


4)UESTIONS FOR Hon. JAMES P. MITCHELL, SECRETARY OF LABOR, FROM MERWIN 
COAD, MEMBER OF CONGRESS, HOUSE BANKING AND CURRENCY COMMITTEE, MAY 
23, 1956 


1. In July 1953 our economy according to the Federal Reserve Board produc- 
tion index was producing 1387 percent of the average production level for 1947- 
49. In April 1958 the index is 126 percent or 8 percent less than in July 1953. 
If after 5 years of operation our current production is 8 percent less, upon 
what basis are we to look for an increase? 

2. Production in 1956 was 148 percent of 1947-49 and employment in 1956 
was listed (Economic Indicator) as 64,708,000. Our production in April was 
126 percent of 1947-49 or 12 percent less. Doesn't it follow that 12 percent 
of 64,708,000 workers is the real unemployment figure or the number of work- 
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ers required for April output? Twelve percent of 64,708,000 is 7,764,000. This 
does not include an increase of about 3 percent in per-man production since 
1956. 

3. Isn’t it true that in December 1956 our production index was 47 percent 
more than in 1947-49? Using the average increase of 4.5 percent in the 10 
years projected by the Secretary of Commerce, doesn’t this mean that in De- 
cember 1958 we should be producing 160 percent of 1947-49 to utilize our labor 
force and productive capacity ? 

4. In the depression 1953-54 our production dropped from 137 in July down 
to 124 in April 1954. In 1955 the record reveals that we added $61 billion 
to the gross debt, public and private, to bring about a restoration of so-called 
prosperity. It is generally conceded that the current depression is more severe 
than the 1953-54 depression. Does this not force the conclusion that it will 
take an addition of another $61 billion to the gross debt to bring back full em- 
ployment and production? 

5. Where are the borrowed funds to come from? Haven’t we mortgaged the 
present payroll through installment credit and home mortgages and other 
forms of debt? Doesn’t this mean that a large part of the debt must be in the 
form of an increase in the public debt? 

6. If we cannot balance the budget and leave enough income to buy the goods 
for full employment and production with $358 billion, the income in 1957, how 
large an income do we need to bring about a solvent operation of our economy? 

7. In the first quarter of 1958 the per capita income after taxes was $1,697. 
This can be compared with $1,647 in 1953. This represents an increase of 3 
percent since 1953. On the other hand we have had an increase in the consumer 
price of 7.7 percent. Therefore, at the present time isn’t it true that the real 
standard of living in the first quarter of 1958 was only 95.6 percent of what it 
was in 1953? 

8. 1957 the total payroll was 82 percent higher than in the average period 
1946-50. The payroll with a consumer price level of 123.3 percent will buy 
approximately 50 percent more production than in 1946-50. Doesn't this mean 
that the loss of markets to utilize our production does not originate from a low 
wage structure? 

9. The record also indicates that there have been more than normal outlays 
for construction of new plants and equipment thus eliminating this as a cause 
of a recession. Therefore I would like to call the following facts to your 
attention. The price of 22 leading raw materials (BLS Index) is 84.5 percent 
of 1947-49 while on the other hand the consumer price is 123.3 percent. Doesn't 
this mean that our raw-material producers do not have the money to buy the 
goods that need to be bought in rural America to keep our factories operating? 

10. As a Representative of the people of the Sixth Congressional District of 
the State of Iowa, I am naturally interested in the economic welfare of my 
State. In 1945-50 the personal income of the State of Iowa was $3,414 million, 
her share of a national income of $211 billion. Following this period payrolls 
have advanced 82 percent. The people of Iowa, in order to buy their propor- 
tionate share, should have had a similar increase, thus bringing the State’s 
income up in ratio. 

The 1957 figures will not be available until August but on the basic of 1956 
records our payrolls have increased approximately 77 percent. A 77-percent 
increase for Iowa following 1946-50 would have given the State an income of 
$6,040 million. 

Instead of that total the State received $4,445 million or an underpayment of 
$1,585 million. Therefore doesn’t this prove that American industry and labor 
lost a market for that amount of goods and services? 

11. With a raw-material price as revealed by the Bureau of Labor Index, 
84.5 percent of 1947-49 and a consumer price 123.3 percent, doesn’t it follow 
that the price inflation could not have been due to farm policies or mineral pol- 
icies affecting the price of raw materials? 

12. In conclusion, I would like to point out, Mr. Secretary, that our economy 
cannot get out of the present depression unless raw-material prices are restored 
to parity. Even if we succeed in the next few years in offsetting the loss in 
income from raw-material production as we did in 1955-57, it will merely be a 
tranquilizing pill until we get at the basic problem of restoring the income of 
rural America in order that we will have the market for prosperity and 
employment. 

Doesn’t it also become self-evident that raw-material producing areas have 
been forced to subsidize industrial areas by supplying cheap raw materials? 
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DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., June 12, 1958. 
Hon. BRENT SPENCE, 
Chairman, Committee on Banking and Currency, 
House of Representatives, Washington, D.C. 

DEAR CONGRESSMAN SPENCE: We are enclosing for the record the replies of 
this Department to a list of questions submitted by Congressman Coad pursuant 
to an agreement at the hearings on area assistance legislation on May 22, 1958. 

Sincerely yours, 
JAMES J. O'CONNELL, 
Acting Secretary of Labor. 


REPLIES TO QUESTIONS ADDRESSED TO SECRETARY MITCHELL BY REPRESENTATIVE 
MERWIN COAD, HOUSE BANKLNG AND CURRENCY COMMITTEE, MAY 23, 1958 


Question 1 


Fluctuations are not uncommon in the American economy; the 1953 figure 
quoted was a new peak that was attained in only 2 months—May and June— 
and that was not again reached until 2 years later. Various factors have pro- 
vided strength for recovery in past business cycles, and many are now reassert- 
ing themselves. Among the more encouraging factors visible at the present time 
are housing, highway building, State and local governmental activities, defense 
procurement, and a variety of consumer demands for goods and services. 
Question 2 

The Federal Reserve Board production index which you cite includes only 
manufacturing and mining, which combined, averaged less than 17 million jobs 
in 1957. One cannot, therefore, apply the percentage drop in output of manu- 
factures and minerals to the whole employment picture which includes Govern- 
ment, trade, services, transportation, public utilities, and construction. As my 
testimony indicated, the drop, both in production and in employment, was 
mainly in manufacturing and mining. 

Question 3 

In December 1956 the FRB industrial production index was 47 percent higher 
than in 1947-49, but this was a peak that lasted for only 1 month. The average 
annual increase which the Secretary of Commerce projects—as is true of all 
projections—can only be applied to a yearly average rather than to an unusually 
high or low month. 


I 


Questions 4 and 5 


I do not believe that prosperity rests upon indebtedness in any such direct 
way as is implied in these questions. 
Question 6 

There is a very real problem in weighing a balanced Federal budget against 
essential expenditures for national security and the growing demand for Gov- 
ernment services. There is no simple answer to this question. 
Question 7 

The per capita income after taxes in the first quarter of 1958 of $1,697 is 
strictly comparable with the $1,647 figure for 1953 because both figures are 
expressed in dollars of the same purchasing power (i. e., 1957 dollars). In 
other words, these figures show that there has been a real increase in the 
standard of living of 3 percent. 
Question 8 

The total output of our economy, adjusted for price changes, is still one- 
third higher than it was in 1946-50. Thus, there has been no “loss of markets 
to utilize our production”; instead, there has been the temporary imbalance 
between supply and demand in view of the recent marked increase in capacity. 
Question 9 

(a) One of the causes of the recession has been the decline in outlays for 
new plant and equipment from the levels of 1955-57 which were unusually 
high. 
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(b) There is often a long lead time between changes in prices of raw ma 
terials and consumers’ goods. There is no necessary relationship between the 
prices of commodities and the prosperity of the people engaged in their pro 
duction, since costs of production must be taken into account. According to 
recent reports, incomes of farmers this year are running well above last year’s 
levels: furthermore, producers of farm machinery are reporting an improve 
ment in sales this year. It would appear, therefore, that lack of demand from 
rural America is not a cause of current factory unemployment 
Question 10 

The comparison given here assumes that the income of other States is en 
tirely from payrolls, and this is not the case. Factors to be taken into account 
in comparing Iowa’s income growth with that of the Nation as a whole would 
include population changes, changes in agricultural income, and shifts in indus 
trial activity. There is no question, however, that the States dependent largely 
upon agriculture for their income have made relatively smaller gains than the 
more industrialized States since the end of the war. 

Question 11 

In the long run, the price inflation of the war and postwar period which has 
led to the present level of prices has not been due to prices of farm products or 
of minerals, or to any other single set of factors in the economy. 

Question 12 

I certainly agree that we must have a prosperous rural America. I do not 
feel, however, that our raw-material-producing areas have been “subsidizing”’ 
our industrial areas, particularly if a pre-World War II comparison is made 

Mr. Coan. It is good to have you with us, Mr. Secretary. 

The figures on unemployment show a seasonal adjusted rate of 714 
percent for April. I think it is significant to point out that this is by 
far the post-World War II peak for the month of April; the high point 
for April in both the 1949, 1950, and 1953-54 recessions was 5.8 percent, 
so we cannot take too much consolation from the April figures. The 
economic situation actually is worsening, is it not, and the need for 
prompt action is becoming clearer and clearer, instead of dimmer and 
dimmer. 

Secretary Mircueitt. I am not sure of the accuracy of your 5.8 
figure. I will have to check that. I think that in 1948-49, particu- 
larly, there was a higher high point than your 5.8, it was around 7 
percent in late 1949, but I would like to point this out, and it is a fact 
which is not generally appreciated with relation to the total unemploy- 
ment figures: In January of last year, the Census Bureau changed its 
definition of unemployment to take place as of the beginnning of last 
year. Now if this definition that was used by the Census Bureau prior 
to January 1957 were to be used today, you would have, in the census 
figures, about 300,000 fewer unemployed ‘people. 

Mr. Coap. What is the change? 

Secretary Mirrcneti. The change is a significant one. The Census 
Bureau prior to January 1, 1957, counted as employed those people 
who were on temporary layoff, of less than 30 days. They were 
counted as employed. Under the new definition they are counted as 
unemployed. 

Mr. Coap. In other words, railroad workers now who are not 
actively working are counted as unemployed / 

Secretary Mrrcne.t,. Unemployed and they used to be counted as 
employed. 

Mr. Coap. What qualifies a person to be placed in this category ? 
How much of a temporary deferment or delay in employment. does 
he have to have recorded before he qualifies ? 
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Secretary Mircue it. He is counted now. He is counted now by 
the Census, if he is unemployed the day the Census investigator comes 
to his house. 

Mr. Coap. Do you mean somebody has to go out and knock at his 
door and ask him if he is employed, or not? 

Secretary Mrrcne ti. This is how you found out. The Census fig- 
ures are the result of a sample, on a basis of families. This is how 
they are found. 

As I said, prior to January 1, 1957, the Census Bureau counted a 
employed a person who was laid off for a temporary period. Today 
anyone who is temporarily laid off is counted as unempolyed. This 
would have made a difference in the April figures, for example. In- 
stead of being 5.1 million, as they are, they would have been 4.8 mil- 
lion. So that when you compare une mployment figures of 1953-54, 
or 1948-49 with today’ s figures, you must bear in mind that. there is 
a difference, because of the change in definition, of about 300,000. 

The Cnairman. Mr. McVey is recognized. 

Mr. McVey. I want to express my appreciation for having you 
before the committee today. 

My time is limited and I will ask but one question: You have men- 
tioned the bills before this committee, and have given us your favor- 
able comments and your unfavorable comments concerning them. 

When you began on 6215 I thought this was a bill of which you 
approved, but later I found you had several objections to it. 

Would it be your advice that we try to write a new bill covering 
some of these features you have mentioned this morning or try to 
improve one of the bills before the committee by making amend- 
ments to it ? 

Secretary Mircnei. Well, sir, I am not sufficiently familiar with 
the way the committee works to advise you directly on that score. I 
would, however, urge the committee to consider carefully, regardless 
of which bill it undertakes to pass, to consider carefully the suggestion 
and recommendations that I have made. 

I cert: ainly believe that regardless of the current recession, and 
not related to the current recession, that there is need, and there will 
be need no matter how high a level of prosperity we may encounter. 
There will be need, I believe, for some action both at the Federal, 
State, and local level to assist some of these communities who have 
had persistent chronic unemployment for 8, 10 years, and longer. 
Those are the communities to which I would recommend the com- 
mittee address itself. 

I would also say that it seems to me that in an area like this, a 
bill should be drafted which conte mplates the greatest degree of State 
and local and industry participation. As to which bill should be 
amended to include those, I wouldn’t venture to say, Mr. McVey. 

Mr. McVey. Thank you, Mr. Chairman. 

Mr. Brown (presiding). Mr. Breeding is recognized. 

Mr. Breepine. Thank you, Mr. Chairman. 

Mr. Secretary, I want to compliment you on your statement here 
this morning. It is nice to have you here in our committee. 

Yesterday, we had the Secretary of Commerce, Mr. Weeks. 

In thinking back over his testimony, and then thinking of what 
you have said today, it makes me wonder, and I want to ask you, do 
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you and Mr. Weeks see eye to eye on matters of social and economic 
policy, or aren’t you strange bedfellows in this administration ? 

Secretary Mrrcneti. Well, Mr. Breeding, let me say I value Mr. 
Weeks as a colleague. Certainly no 2 individuals, I would venture 
to say—no 2 individuals on this committee think alike, or act alike, 
and I don’t think the people of this country would want a group of 
individuals in Cabinet posts who thought alike, acted alike, and had 
no different ideas. I hope that answers your question. 

Mr. Breepine. Yes, sir. 

Mr. Secretary, we have for practically 7 weeks, now, listened to 
testimony from many distinguished Americans. Many governors 
have testified before our committee. Many mayors of various cities; 
labor leaders; Members of Congress have been here, and the majority 
of them are asking for help. 

Do you think we can turn our eyes and close our ears to this cry 
for help in America? 

Secretary Mircuety. I am suggesting here this morning one area 
of assistance the Congress might well consider, and I would hope 
that the Congress would act favorably on some assistance to areas that 
have persistent chronic labor surp lus. Not necessarily confining it to 
areas that are affected by this recession 

Mr. Breepine. I appreciate your attitude here. The reason for 
my question was that Mr. Weeks had made the testimony that we were 
bottoming out on this recession, and ge ne wasn't for much of this 
legislation as proposed for distressed areas because it might cause 
increased inflation. I appreciate your sitioade. and thank you very 
much. 

Thank you, Mr. Chairman. 

Mr. Brown. The committee will meet this afternoon at 2:30 in 
executive session on House Joint Resolution 614. 

I now recognize Mr. Hiestand. 

Mr. Hrestanp. Mr. Secretary, I wish to compliment you on this 
statement. It is in my judgment about the most complete analysis 
to-the-point analysis—of pending bills. We have had much testimony 
all around them, and on things in general, and economic, recessionary 
matters, but you have analyzed these bills and I appreciate that very 
much. Your discussion had to do, of course, with mostly chronic 
unemployment, and unemployment areas, and unemployment is your 
job, I can appreciate that. 

However, on this other thing, the matter of the business leveling 
off which has become a recession in some parts of the country. I 
am wondering if we could put a shot in the arm to, say, the automo- 
tive and steel industries, enough to stimulate them, and do it quickly— 
wouldn’t that pretty well level off the economy as you see it today? 

Secretary Mrrconexz. Well, sir, I don’t know what you mean by a 
shot in the arm. 

Mr. Htestanp. I will be specific. T just happen to have 2 bills in, 
1 to cut the period of amortization—depreciation, that is—for pro- 
duction machinery if purchased in 1958, or acquired in 1958. The 
other for automotive equipment acquired in 1958, the first for 5 years 
and the second for 2 years. 

It seemed to me that would stimulate those two key points rather 
vigorously and rather immediately. Does that sound logical to you? 

Secretary Mircueii., You are referring now to tax revision ? 
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Mr. Hiestanp. It isa tax matter, of course, not before this committee. 

Secretary Mircnenn. I would rather await the President’s decision 
which he said would be forthcoming as to what proposals, if any, 
there were in the tax area 

Mr. Htesranp. I appreciate that, and my conviction has been that 
we need more tax reform and not tax reduction. I believe that we 
need more incentive taxation to make more jobs than punitive taxation 
for punishing people for making more jobs, as a principle. 

However, this, of course, is an emergency thing, and in the long run 
the Treasury would lose no mone y. It would simply step up the depre- 
ciation for tax purposes of those two great. branches which are the 
ones hit, and it would help a lot of their allied industries all the way 
through. 

It occurs to me that you, from the point of view of labor, might be 
heartily in favor of just those measures. 

Secretary Mircneti. I am sure Mr. Anderson would welcome any 
tax revision that would cost the Treasury no money. 

Mr. Hiesranv. In the long run, of course, over 5 years. 

I do compliment you on your statement, and I am happy to have 
heard it. 

Mr. Brown. Thank you very much, Mr. Secretary. 

The committee will now adjourn to reconvene at 2 : 30 this afternoon. 

(Whereupon, at 11:58 a. m., the committee adjourned. ) 





APPENDIX 


STATEMENT OF TENNESSEE MUNICIPAL LEAGUE 


SPECIAL REPORT SUPPORTING EMERGENCY FEDERAL PUBLIC WORKS ASSISTANCE 


I. Resolution by Tennessee Municipal League 

1. The following resolution requesting an immediate program of Federal 
grants-in-aid and low-interest loans for a broad scale local government public 
works and facilities program was adopted by the board of directors of the 
Tennessee Municipal League: 


“RESOLUTION ON FEDERAL ASSISTANCE FOR LOCAL PUBLIC WORKS 


“Whereas the national recession has caused in the State of Tennessee wide- 
spread unemployment in manufacturing, construction, and service occupations ; 
a drastic decline continues in farm employment; and additional thousands of 
young people are currently entering the labor market ; and 

“Whereas agreement has been reached that an effective antitdote to a long 
and deep recession can be provided by accelerated construction of essential 
Federal, State, and local public facilities ; and 

“Whereas Federal emergency aid for purposes of combating the recession is 
already being made available to State governments for highways, unemployment 
compensation, etc.: Federal expenditure programs are being increased; and 
similar treatment should be extended to local governments ; and 

“Whereas an enormous backlog exceeding $500 million of needed local public 
works improvements exists in the counties and communities of Tennessee, and 
a substantial number of projects can be brought to the construction stage within 
weeks if construction funds are made available; and 

“Whereas Tennessee local governments do not have the debt capacity nor 
the tax resources to finance any substantial portion of these vitally needed 
public facilities, because city and county general obligation debt now exceeds 
$423 million and municipal revenue supported debt exceeds $327 million; and 

“Whereas immediate and widespread construction of these public facilities 
of local governments in Tennessee and the Nation can be launched if Federal 
grants and low-interest loans are authorized for a wide variety of local public 
works: and 

“Whereas the provision of Federal loan funds alone will aid some munici- 
palities but exclude a great number which do not have the capacity for issuing 
additional debt; and 

“Whereas the current uncertainty about the extension of Federal assistance 
for local public works is discouraging the initiation of local construction proj- 
ects until the Congress has acted, and is therefore creating unnecessary un- 
employment: Now, therefore, be it 

“Resolved, That the board of directors of the Tennessee Municipal League 
petitions the Congress of the United States and the President to enact as 
promptly as possible public works grant-in-aid legislation which would extend 
Federal matching grants to local governments to undertake construction of a 
broad range of vitally needed public works facilities, and that consideration be 
given to authorization of a Federal low-interest loan program for local public 
works; be it further 

“Resolwed, That copies of this resolution be sent to the Members of Congress 
from Tennessee, and that a report be prepared and submitted therewith, setting 
forth the public facilities needed by local governments in Tennessee and identi- 
fying those available for early construction.” 
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1248 LEGISLATION TO RELIEVE UNEMPLOYMENT 


II. Summary—Accumulated backlog of local public works needs 


The following represent essential local public facilities needed now, and are 
based upon conservative estimates. This unprecedented and astonishing back- 
log is an accumulation of the past 17 years when municipalities were under- 
going rapid population growth and expansion, but could not secure adequate 
revenues, bond funds, materials or manpower due to absorption of available na- 
tional resources for purposes of national defense, recurring cycles of inflation 
and recession, and extremely high interest rates in recent years. 


Summary of local public works backlog’ 


I ese es eink Sinn casi = 
City and county school facilities___....._.___- 


sc eiesiataaceens’ Ske Le, Cee 
betieihss eee ee Pe 103, 100, 863 


I tals cocaine ie abu anebab Anon 24, 430, 000 
I i ta _... 110, 000, 000 
i lindo ais Sh 45, 000, 000 


Airports (included in present Federal aid program). .-----_--_ 15, 469, 000 


a he Dd ae os 430, 673, 863 


1 Although no estimates are available, a tremendous backlog exists for other types of 
municipal and other local improvements, including hospitals, public housing, slum clearance 
and urban renewal, storm drainage, grade separations, fire halls, parks, and recreation 
areas, etc. These added to the above list would make a total well over $500 million. 


IIT. Federal grants and low-interest rate loans are necessary and justified 


1. The preemption of available national resources and governmental revenues 
by the Federal Government and limitations on municipal powers imposed by 
the State have caused a condition of chronic financial incapacity in municipal 
government and _ resulted in disastrously inadequate public facilities in the 
rapidly growing urban communities of Tennessee and the Nation. These public- 
service deficiencies are impairing the efficiency of urban communities and re- 
ducing the productive capacity of the Nation. 

2. Tennessee local governments cannot catch up the present $500 million plus 
backlog of essential public facilities from existing revenues and borrowing 
eapacity. Outstanding municipal indebtedness is extremely high, with general- 
obligation debt estimated at $218 million and revenue-backed debt at $327 mil- 
lion. County-government debt is estimated to total $205 million. Thus, the 
combined local-government debt is $750 million. By comparison, debt of the 
State of Tennessee is only $116,648,500. 

In the last 1114 years, outstanding local-government general-obligation in- 
debtedness has more than doubled, while revenue-supported debt has increased 
more than sevenfold. School-purpose indebtedness has increased from some 
$16 million to almost $200 million. More than one-third of the city and county 
governments have general-obligation debt exceeding 10 percent of the assessed 
valuation of property. In 1956, the Tennessee Taxpayers Association noted that 
one-fourth of the counties of the State have an overlapping city-county debt 
ratio in excess of 20 percent, and commented: “These counties could very easily 
find themselves in a very dangerous position as a result of their unbalanced debt 
structure in relation to their revenue production.” 

3. The unprecedented inflow of population into urban centers of all sizes has 
created needs for expanded public facilities at a much faster rate than mu- 
nicipalities can finance them. As a result, more than 400,000 persons now live 
in fully built-up urban areas in the unincorporated fringes of Tennessee’s 263 
towns and cities. These enormous residential subdivisions and commercial and 
industrial areas do not have adequate sewerage, water, drainage, or street fa- 
cilities, fire or police protection, schools, or other standard municipal services. 
Thus, Tennessee has the equivalent of “another city of Memphis” without city 
services. And many municipalities, especially smaller communities, do not have 
adequate public-facility installations within their present corporate boundaries. 

The alarming fact is the present rate of new construction is not overcoming 
the public-facilities backlog, and, in 2 great many cases, it is not even meeting 
the demand arising from increasing urban population. Reasonable progress is 
being made in only four programs now supported by Federal grants-in-aid— 
airports, hospitals, arterial urban highways, and sewerage-disposal plants. 

4. Construction of varied local public facilities can be initiated within a few 
weeks or months in a majority of the communities of the State if Federal loans 
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and grants are made available, thus relieving unemployment and providing es- 
sential public services. 

Construction projects for water and sewer extensions, street and sidewalk 
improvements, schools, and so forth can be authorized, and necessary design 
plans prepared within a few weeks. A recent survey made by the Tennessee 
State Planning Commission indicates that 21 municipalities can start construc- 
tion of sewerage-disposal works by January 1, 1959, if the present Federal- 
grant program for sewerage disposal is increased from $50 million to $100 mil- 
lion annually. 

5. A survey of local public-works projects scheduled to be placed under con- 
struction by January 1, 1959, conducted by the Tennessee State Planning Com- 
mission, clearly indicated the important role of Federal grants and loans. Of a 
total of $74,046,000 involved, 63 percent consisted of projects supported by 
Federal grants or loans. The categories and amounts were as follows: 


Projects with matching Federal grants or loans: 


I een easiness cereal ntshh eg hee adidas cael ec aeeeaiaieed dala $15, 469, 000 
RAEN tases vs See leinriecnly Soares Siehgciaeaaiaaia nal Rec aks pe aie 8, 269, 297 
Sewerage-disposal plants (under existing Federal-grant levels) _ 7, 618, 000 


Additional sewerage-disposal plants (if Federal-grant pro- 
RE GUIS icra ccuccecensiooseecae orepaies itinianies dct cttnews erarin eres cohen akin 9, 001, 000 





PN a an ul ci ae a ae 5, 750, 000 
RN I cca anc abe ised aero cite ag cinco 550, 000 

INN as ian ae ele eel a eae eee ea ae ee 46, 657, 297 

Locally financed without Federal participation : 

I Na 19, 040, 000 
a es 2, 478, 000 
NIE occ criicnctartinie ite eeasiees sala tlelatBcar tas talk cn cus tabictanechan ciate doce 2, 588, 000 
PIN a crcl anc Sei ctcicasentatniericin a a ah a a a 3, 000, 000 
ch la cdr nat at ce a ak ala ae ae Ee 283, 000 

a acts eel asc l e in E l ein =p let kien oe tate 27, 389, 000 

RE chara Sicktg es cciataitend baa eben Waa ea ee ini eciitiiinchindiein 74, 046, 297 


IV. A proposed program of Federal grants and loans 


A number of approaches should doubtless be investigated to put the brakes on 
the recession and rising unemployment. The following three proposals are ad- 
vanced to aid in stabilization of the economy and, at the same time, provide the 
American people with highly essential local public facilities and services. 

1. Expand existing Federal-aid programs.—lIt is proposed that the Congress 
accelerate and expand the present Federal programs of loans and grant-in-aid 
to local governments already declared to be in the national interest. These 
programs are buttressed by existing Federal and local administrative ma- 
chinery, and constitute a large shelf of projects for which local authorizations 
and engineering plans are available. 

Such an acceleration of existing programs was recommended to the President 
and the Senate Committee on Banking and Currency by Mayor George Chris- 
topher, of San Francisco, president of the American Municipal Association. It 
conforms to the Federal legislative program adopted by the Tennessee Municipal 
League. 

This proposal involves the following specific recommendations, to be in- 
corporated in the Federal budget for the next fiscal year: 

Airports: An increase of $100 million Federal matching, in addition to the 
$63 million already authorized. 

Sewage-treatment plants: $100 million Federal aid in addition to the $50 
million already authorized and removal of the $250,000 grant limitation (bills 
S. 3450 or H. R. 11472). 

Hospitals: Additional Federal grants of $378.8 million to supplement the 
$121.2 million already authorized. 

Urban renewal: An additional $150 million Federal matching funds to bring 
the total Federal share to $500 million annually, with a 10-year authorization 
of $5 billion. 

Public housing: As a desirable first step, we strongly recommend that the 
Congress and the executive branch direct the Public Housing Administration to 
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accelerate processing of all applications now pending in the construction of 
local, low-rent housing facilities to help take care of one-half of the estimated 
247,000 families currently being displaced by federally assisted highway pro- 
grams and urban-renewal projects. 

In the same general category of existing programs are projects administered 
by the Corps of Engineers and the Tennessee Valley Authority. It is recom- 
mended that consideration be given to appropriations initiating the construction 
of such projects as the Corps of Engineers’ Stewarts Ferry Dam on the Cumber- 
land River system, and the Melton Hill Dam under the jurisdiction of the Ten- 
nessee Valley Authority. Channel-clearance and flood-control projects on nu- 
merous small tributaries of the Cumberland, Mississippi, and Tennessee Rivers 
‘an also be promptly initiated. 

2. A general program of Federal aid for municipal and local public works, in- 
cluding a wide variety of projects which can be initiated within a period of some 
18 months, should be considered. This type of program will be of the greatest 
benefit to smaller municipalities of Tennessee and the country, many of which 
have very critical requirements for basic water and sewerage facilities and 
other public buildings and improvements not covered by existing Federal match 
ing programs. The principle of Federal matching grants with reasonable local 
participation will permit the initiation of numerous projects now beyond the 
financial capacity of the towns and cities of the State. 

3. Consideration should be given to the initiation of a Federal low-interest 
loan program for a variety of public facilities, as proposed in S. 3497 or H. R. 
11272. However, the amended version of S. 3497 now being considered in the 
United States Senate involves the exceedingly high interest rate of 3144 percent, 
thus pricing the loans beyond the general-obligation interest-rate level of a great 
many municipalities. The trimming of the total authorization from $2 billion 
to $1 billion will provide insufficient funds to have significant impact upon the 
national public-improvement needs of local governments, or upon national un- 
employment. 

Furthermore, a loan program, alone, will not accelerate municipal construction 
in the areas covered by existing grant-in-aid programs—airports, sewage-treat 
ment plants, hospitals, and urban renewal—because most municipalities will 
determine, as a matter of public policy, to wait their turn in line for the limited 
grants now available. Therefore, a loan program without an acceleration of 
grants in these areas of public facilities would not be effective in encouraging 
new construction. 


STATEMENT BY THE AMERICAN PAPER & PULP ASSOCIATION, ROBERT E. O'CONNOR, 
EXECUTIVE SECRETARY, CONCERNING H. R. 6215 AND RELATED BILLS 


This statement is submitted on behalf of the American Paper & Pulp Asso 
ciation, in lieu of a personal appearance before the Banking and Currency 
Committee of the House, to express our views in opposition to H. R. 6215 and 
related bills, the so-called Area Redevelopment Act. 

The American Paper & Pulp Association, together with its 14 national divi- 
sional associations, is opposed to this so-called area redevelopment or depressed 
areas legislation, which we firmly believe is neither proper nor sound in the 
publie ‘interest’ or beneficial te’ eur future overall national economy. We take 
this position with full recognition of the fact that the current recession has 
caused, temporarily at least, certain hardships to the well-being and prosperity 
of some communities, families, and individuals. We also recognize that the 
maintenance of our national economy is vital to the best interests of every 
employable or working American, regardless of the particular area in which he 
or she may reside. We submit, therefore, six specific reasons why our industry 
is in opposition to legislation of this type. 

1. H. R. 6215 and related legislation now before your committee would result 
in placing the Federal Government in the position where, for practical purposes, 
it would be financing businesses to operate in direct competition with private 
enterprise. Neither sound established ventures nor legitimate new ones are in 
jeopardy at the present time because of a serious lack of private capital for 
development with resultant employment of workers. Companies in our industry 
alone, employing almost 600,000 in 38 States, and with annual payrolls aggregat- 
ing $2,500 million have poured almost $514 billion into capital investments 
during just the past 12 years. These companies which will continue to do so as 
our Nation’s economic growth continues, include many small business opera 
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tions. More than that, we, along with all basic growth industries, large or 
small, regard legislation of this type as a confession of failure of both private 
enterprise and the profit system. Over the many years since our Government 
was established, economic growth and industry has progressed through people 
who risked their ideas, their faith, and their savings in new enterprises which 
created jobs and built solid businesses in the community. It is and always has 
been the enterpreneur and free enterprise which has overcome the economic ills 
of a depressed area—not artificial Federal financing that ignores the real causes 
of trouble or changing times. We strongly believe this proposed legislation 
represents a further expansion of the Federal Government competing with 
private business, which already has progressed too far under our form of 
government. 

2. Temporarily depressed areas can be, and in most instances have been, 
effectively helped at the local or State level. Certainly there are many examples 
where industries have been attracted to and prospered in a State or local com- 
munity through the cooperative efforts not only of business, labor, and the 
public, but also through legitimate and carefully planned inducements provided 
by State and local governments. Many States and local governments have 
encouraged the advent of new industries by careful tax planning. The basic 
purpose of area redevelopment or depressed areas legislation is to use Federal 
funds to attract new industries into certain arbitrarily selected areas. These 
areas have chronic unemployment and are chronically depressed because private 
industry has determined that it is uneconomic to operate there. This legisla- 
tion would represent an attempt by the Federal Government to impinge upon the 
rights of States and private enterprise, and to substitute its decision regarding 
the development of an area for the decisions of our private enterprise system. 
This legislation would authorize expenditures through grants or loans to entice 
industries into depressed Communities. Obviously when an industry is enticed 
to one community, it undoubtedly would be enticed away from other communi- 
ties in other States. Through the Federal income-tax system, more prosperous 
communities and States would be forced to subsidize competitive industries in 
less prosperous communities and States. There could be no justification for the 
use of Federal funds to help certain States attract new industries at the expense 
of other States that receive no Federal aid. 

The weight of experience in industrial development work in local communi- 
ties and States, whether economically distressed or not, indicates that the first 
requirement for success is a strong, effective local industrial development or- 
ganization: While there are many reasons why an industry may not be anxious 
to move into a given State, citizens of that State can do much by imaginative 
and concerted effort to remove some of the handicaps. Industrial development 
boards are in operation in many communities and States; also local and State 
chambers of commerce play an important part. Add to this the help of aggres- 
sive civic and State leaders, the investment of local capital funds, and some 
properly directed time, and you have the elements which have produced success 
in many States and communities, and which will produce success in others 
seeking to help themselves. Each State that wants to do so can develop its own 
program to provide eflective aid to local organizations which would operate 
faster, more effectively and, above all, with greater responsiveness to local 
problems obtaining in that State. 

Examples of this are the Pennsylvania plan, the Mississippi plan, and pro- 
grams for industrial credit corporations which have not only proved most effeec- 
tive but popular in many New England and Southern States. If communities 
have an effective local organization, and if States assume their obligations to 
help these communities—as many want to do and have done—then there is no 
need for a Federal program. Such efforts, as this committee is well aware, have 
benefited many sections of the country and, more important, they have perma- 
nently alleviated nnemployment or underemployment at the lowest possible cost 
to all concerned. Notwithstanding the recent increase in unemployment in some 
areas and a leveling off in certain segments of our economy, the paper and pulp 
industry strongly supports this course of action rather than long or short term 
grants and loans by the Federal Government. 

3. We find it impossible to accept or justify the need, even at this time, for 
the proposed expenditures of Federal funds which would be required to imple- 
ment the program covered by H. R. 6215 and related bills. The Federal Gov- 
ernment, for all its great powers, cannot be counted on to cure recession. In 
short, the legislation under consideration for relieving situations in the so-called 
depressed areas, may frustrate rather than promote the very thing it seeks to do, 
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which is to help these unemployment pockets. Unsound Government expendi- 
tures can prolong and worsen the condition, to say nothing of substantially 
increased costs to the taxpayer. 

It has been said by some proponents of this legislation that it would help “to 
revitalize and strengthen our free enterprise system, create prosperity where 
there is poverty, and improve the economic well-being of many thousands of our 
citizens.” Such a concept, we firmly believe, is neither sound in principle nor 
proven by past results. At the very best, legislation of this type cannot guar- 
antee the economic revival of any community where either unemployment or 
underemployment (be it temporary or otherwise) has occurred. It is an un- 
disputable fact that lasting jobs are created by the ingenuity of free individuals 
and consumer demand. New production, per se, does not create the demand or 
new markets. Rather it is demand which brings about (and always has) eco- 
nomic production in our private enterprise system. 

Federal Government programs to end the recession, whether in so-called de- 
pressed areas or on a nationwide basis, and to restore prosperity have thus far 
taken two forms: (1) more authority for the Federal Government to regulate 
business—to tell people what they can and cannot do; and (2) more direct spend- 
ing by the Federal Government. Just which of these is the more dangerous is 
difficult to say, but, taken together, they certainly must weaken the private com- 
petitive system, inflate the supply of money, compel higher taxes, and insure a 
new wage-price spiral. Gradual readjustment would lay the foundation for a 
long, healthy period of prosperity ; impatience and ill-advised remedies can only 
succeed in bringing on this country an economic bust more terrible than that 
which occurred in the 1930's. 

4. We oppose this legislation for still another reason; namely, that it will con- 
tribute to further inflation and increased deficit spending. Inflationary pressures 
are still a matter of deep concern to millions of loyal working Americans. 
Despite the current recession, the cost of living recently reached a new alltime 
high, and countless citizens have found their take-home “pay dollars” now buy 
less of just the basic necessities of life. The pulp and paper industry, with a 
record of stable employment for its almost 600,000 employees, is convinced that 
the amount of money involved to implement these so-called area redevelopment 
or depressed area bills, must be regarded as only a temporary expedient, and 
will only add fuel to the fires of inflations. May we quote from a recent speech 
of Senator Byrd, the able and distinguished senator from Virginia, who said: 

“If we are to avoid deficit spending now of a magnitude which would produce 
disastrous inflation, the people of this country must demand that Federal ex- 
penditures be limited to absolute essentials. 

* £ * a * a * 

“I have invariably opposed all deficit financing except that required to meet 
national emergency. That is my position now. The extent to which the current 
recession is, or becomes, a national emergency will determine what is essential 
to meet it. 

© ? x + x * * 


“Those who would resort to tremendous deficit spending as a temporary ex- 
pedient in recession disregard the long-run evil they do in terms of the value 
of our money, cost of living, welfare of fixed-income people, and our fiscal 
soundness which involves our democratic institutions and our form of govern- 
ment.” 

In this same vein, Budget Director Maurice Stans recently forecast “deficits 
of serious proportions” and declared the figure would run $8 billion to $10 billion 
for the fiscal year starting July 1 alone. “With so many programs being con- 
sidered as antirecession measures,” he said, “we are moving rapidly toward 
$80 billion budgets * * * this could well mean extended deficit financing.” 

Therefore, with due regard to current unemployment in certain areas, and 
with full recognition of the present recession, we fail to see that a national emer- 
gency exists and that Federal aid of this type is essential at this time. 

5. We are also opposed to this legislation because of its eventual tremendous 
cost to every individual or company taxpayer—regardless of size. In testimony 
offered before the Subcommittee on Production and Stabilization of the Senate 
Banking and Currency Committee during the 1st session of the 85th Congress, it 
was established that the varying amounts proposed for establishing a revolving 
fund of Federal loans was entirely inadequate and too small. It was further 
established that the average cost of creating jobs in all industry was in the 
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peighborhood of $15,000 per job. This would mean $15 million per 1,000 new 
jobs, which could be easily expended in just 1 or 2 small communities. (In the 
ease of the paper and pulp industry, an initial expenditure exceeding $50,000 
per job would have to be made today in the construction of a completely inte- 
grated operation.) We submit, therefore, that sucha program of Federal loans 
or grants could very well grow and spread into billions, rather than millions. 
And once the precedent has been set, no administrator or Government agency 
could possibly know where to stop—who to accept, who to deny. 

6. The paper and pulp industry is also opposed to this proposed depressed- 
areas aid by the Federal Government because the inevitable result would be to 
reward some communities at the expense of others. Many industrial areas 
apd towns, as this committee is fully aware, have successfully solved their own 
economic plight or problems within recent years, and gross discrimination would 
be unavoidable under any program of this kind. Surely the Federal Govern- 
ment should not commit itself or the American taxpayer as a whole, to inducing 
industry in areas where neither the economic climate, nor markets, nor hoped- 
for benefits are favorable to lasting and permanent success. To finance and 
subsidize an industry or plant in the wrong locality versus the right locality is 
to penalize success. 

When the “gift horse” of Federal aid is honestly appraised, it adds up alto 
gether too often to control, with the Government the master over the lives and 
living of free enterprising citizens or businesses. 

The approach or solution cannot or should not be one of desperation or despair. 
The psychology of pump priming is the same as the psychology of increased 
spending on any and all programs. History has shown that many programs for 
helping not only depressed areas but depressed citizens have been ineffective and 
serve no good purpose in bringing about permanent lasting prosperity and a 
solid growth economy to all. 

We therefore respectfully recommend that this committee disapprove H. R 
6215 and related bills and take no action. : 


STATEMENT ON BEHALF OF THE COMMITTEE ON FEDERAL FINANCE OF THE COUNCII 
oF STATE CHAMBERS OF COMMERCE AND INDIVIDUAL MEMBER STATE CHAMBERS 
OF COMMERCE IN THE COUNCII 


We have been deeply disturbed during the past few years by the continued 
increases in Federal spending which have made impossible reduction either 
of the unduly high burden of Federal taxation or the swollen Federal debt. 
These conditions, together with unjustifiable wage increases, have been the 
direct and primary causes of the continuing inflation. This inflation, in our 
view, was an important contributing factor to the business recession we are 
experiencing. 

Now the Congress, and to a somewhat lesser degree the adiministration, seems 
to be trying to cure the recession with a Federal spending program that will sow 
the seeds of inflation even more serious than that which contributed to the re 
cession in the first instance. True, this is in accord with the increasingly 
popular view that a decrease in business spending should be compensated fo1 
by an increase in Government spending. But we cannot subscribe to this view 
for two reasons. 

First, past experience has not shown that pump priming through Federal 
deficit spending is effective in reversing a business downturn. Instead, the 
record seems to bear out the view expressed by Senator Harry F. Byrd that 
“Its ineffectiveness was proved beyond any doubt in the depression 25 years 
azo. 

Second, the inflationary aftereffects of pump priming can and very likely 
will be more harmful than the recession it is intended to cure. 

We are particularly opposed to the enactment of new public works programs 
as antirecession measures. The long lead-time from authorization of such 
programs to actual construction would, in an average recession, preclude thei 
serving any useful purpose during the recession. These programs could hardly 
set started in putting unemployed back to work before the economy can reason 
ably be expected to turn up again. But, if these new works programs should 
be approved, the Federal Government will become committed to huge expendi 
tures at a future time when they will have an inflationary impact through their 
demands on the supply of labor and materials 
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COMMUNITY FACILITIES AND DEPRESSED AREAS LEGISLATION OPPOSED 


For these reasons we oppose the various community facilities construction 
bills before your committee as antirecession measures. 

(The Arkansas and Delaware State Chambers of Commerce have not reviewed 
the community facilities construction bills pending in Congress and therefore 
have taken no position on them.) 

If these bills are considered on the basis of need for community facilities 
rather than antirecession measures, we oppose them on the ground that they 
provide for unnecessary Federal spending in an area of State and local responsi- 
bility. We believe that local public works should continue to be financed in the 
traditional manner—by local and State taxation and by local bond issues. With 
interest rates receding again, more favorable terms should be available to com- 
munities on their bond issues. Expansion of the market for locel bonds, and 
consequently better terms, could be obtained by enactment of H. R. 8702 which 
is before the Ways and Means Committee. This bill would permit investment 
companies to distribute tax-exempt interest to their shareholders without loss 
of the tax exemption applicable to the interest. 

We also oppose the so-called area development bills before your committee 
which would provide Federal financial assistance to depressed areas with a 
record of chronic unemployment. Private organizations and local and State 
agencies sre already available and are active in seeking new industry. If 
through their efforts conditions in a depressed area can be made attractive to 
new industry, the obtaining of necessary financing will be taken care of from 
private sources. The depressed areas bills are highly special interest legislation 
which should be no concern of the Federal Government. Moreover, they 
would result in discrimination on behalf of federally subsidized industrial devel- 
opment against nonsubsidized development, both as to industries and areas 

Under proposals to pay retraining subsistence benefits in depressed areas, 
as in S. 3683, States would enter into agreements with the Secretary of Labor 
to serve as Federal agents in paying benefits to unemployed persons certified by 


the Secretary as undergoing training for new jobs. Benefits would equal the 
average weekly unemployment benefit paid in a State and could run for 13 weeks. 
Two States, Michigan and Massachusetts, now provide for such retraining pay- 
ments. But testimony before the Senate Banking Committee last year revealed 


that Michigan’s program had aided only some 600 persons in 20 years—and 
those were mostly handicapped individuals. ‘The Massachusetts program has 
been used by only 11 persons since its enactment on October 1, 1956. There- 
fore, not only does there appear to be no real need for this type of benefit, but 
clearly a Federal approach would be inadvisable if such a need did exist 
since such a program is properly a matter of State responsibility. Significantly, 
the Department of Labor, which would be delegated the responsibility for the 
retraining payment program under the pending proposals, took a similar position 
in testimony last year before the Senate Banking Committee. 

Having stated our views on pump priming in general and on the measures 
before your committee, we offer the following program of action which we 
sincerely believe will set the stage for sound economic growth free of the 
inflation inherent in deficit spending. 

We believe the Congress and the administration should adopt the same budget 
policies which proved successful in the recessions of 1949 and 1953-54. In both 
instances expenditures were curbed and the recessions came to an end in normal 
time. During the latter recession the economy benefited from both tax re- 
duction and tax revision. Thereafter came the sharpest rise of economic activity 
in the peacetime history of the country. 

We are convinced that a similar prescription is needed now 


\ FIRST STEP TOWARD TAX REFORM 
’ 


Last February we presented to the House Ways and Means Committee our 
recommendations for revision of the Federal tax structure. These recommenda 
tions cover not only tax rates but also such important matters as double taxation 
of dividends, capital gains and losses, depreciation, estate and gift taxes, inter- 
corporate dividends and consolidated returns, and tax exempt business organiza 
tions. 

We believe that the substantially meaningful tax reform encompassed in 
these recommendations is an imperative to sound economic growth in the years 
to come. In the light of the existing budget situation and the business recession, 
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we proposed a modest start toward such revision with all the emphasis being on 
income tax rates. Within the past few weeks we have reviewed our position and 
have seen no valid reason to change it. 

Briefly, we urge that the progressive rates of the individual income tax be 
lowered with the objective a few years hence being a maximum tax rate of 50 
percent or less. We recommend that a start toward this objective be made in 
the current year by a revision in the present rates, setting the maximum rate 
at 82 percent and the minimum at 19 percent with appropriate adjustments in 
the intervening rates. We further recommend that simliar rate reductions be 
effected annually until the top rate has been reduced to 50 percent or less. 

We also urge reduction of the tax rate or corporate income to the pre-Korea 
level at the earliest possible date. As a start toward that end, we recommend 
that the combined normal and surtax rate be reduced at least to 50 percent on 
July 1, 1958, the date on which the combined rate is scheduled to go down to 47 
percent under present law. 


PROPOSALS FOR EXPENDITURE REDUCTION 


With a view to expenditure reduction we have made a careful review of the 
President’s proposed budget for fiscal 1959. We have also examined proposals 
that are pending in the Congress which have been offered primarily as anti- 
recession measures. Based upon our review and examination we have arrived 
at the following conclusions: 

President’s legislative proposals for cutting back some Federal activities 

We urge Congress to support the efforts of the President and the Joint Fed- 
eral-State Action Committee to relinquish to the States the Federal vocational 
education and waste treatment faciilties construction programs. And we en- 
courage the President and the Joint Committee to make further recommenda- 
tions for relinquishment of additional grant-in-aid programs. 

We commend the President for his efforts to reduce the cost of our Federal 
Government, as set out in his budget message, and we endorse in principle the 
objectives sought by the President in the areas of (1) Federal aid to schools 
in federally impacted areas, (2) Federal participation in the financing of public 
assistance, (3) Federal aid for hospital construction, (4) Federal credit pro- 
grams and (5) Federal user charges. We regret the administration’s subsequent 
decision to abandon, at least temporarily, the President’s proposal to cut back 
on Federal participation in the financing of public assistance. 

We endorse the objective of the President’s program to re-establish a free 
agricultural economy in this country and to realize the consequent reduction in 
the present cost of operating what is generally conceded to be an unsatisfactory 
farm program. 

Proposed new programs in the President’s budget for 1959 

In his budget message the President recommended adoption of four new 
expenditure programs; namely, grants for science and general education, ex- 
pansion of the Tennessee Valley Authority’s power capacity through issuance 
of revenue bonds, Civil Defense assistance to the States, and the depressed areas 
program which is before your committee. Congress should reject each of these 
proposals because they are either not needed or are more properly a State or 
local government function. 

(The Pennsylvania State Chamber of Commerce supports that portion of the 
President’s new program for education which would expand the teaching of 
foreign languages. ) 

Other proposed new programs 

There are a number of other new programs which have been suggested by the 
administration and Members of Congress which we feel Congress should reject 
in the interest of Federal fiscal responsibility and to prevent further Federal 
intrusion into State and local government affairs. These programs are: 

1. Federal unemployment benefits for covered workers who have ex- 
hausted their benefit rights under State unemployment compensation pro- 
grams and for unemployed noncovered workers. 

2. New Federal public works programs. 

3. Programs of general aid to education, whether for schoolhouse con- 
struction or for other costs of education. 
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Extension of existing programs 
With respect to legislation to extend certain existing programs we recommend 
as follows: 

1. Mutual security.Congress should reject all proposed new mutual- 
security spending authority which would result in expenditures in fiscal 
1959. This would reduce 1959 expenditures for mutual security from the 
budget estimate of $3,868 million to $2,890 million. 

2. Schools in federally affected areas.—In addition to our endorsement of 
the President's objective in cutting back on Federal participation in this 
program, we feel that no justification exists for Federal aid to schools for 
enrolled pupils whose parents work on Federal property but reside on tax 
able property; therefore, we feel that Congress should abolish this phase 
of the program. 

(The Indiana State Chamber of Commerce is not fully in accord with 
this recommendation, believing that the Federal Government has a respon- 
sibility in these areas.) 

3. Urban renewal grants.—Congress should reject any further extension 
of this program. 

4. !}NMA mortgage purchases——Congress should reject the proposal to 
grant $90 million of authority to the Federal National Mortgage Associa- 
tion to support mortgages in connection with urban renewal and housing 
for the elderly. 

5. Coliege housing loans.—Congress should refuse to grant any further 
extension of this program 

6. Small Business Administration.—We earnestly believe that tax relief 
for individuals and corporations would be of greater benefit to small busi- 
ness than would a further extension of life for the Small Business Admin 
istration. 

7. Federal pay raises.—if Congress finds that Federal employee pay in- 
creases are warranted, it should insist that the cost of those increases be 
absorbed through reductions in personnel and by other savings. 

Reductions in existing programs 

There are a number of continuing Federal expenditure programs which 
should be reduced in size or eliminated. The administration and Congress 
should take whatever action is necessary to curtail those programs as follows: 

1. Public works under existing authority —Planned overall expenditures 
of $1,935 million for civil public works under existing authority should 
be reduced to the 1957 total of $1,290 million or less. 

2. Certain loan programs.—Expenditures by the Rural Electrification 
Administration should be held to no more than the 1957 level of $267 
million rather than the $376 million planned for 1959 The level of 
expenditures for urban renewal and FNMA activities should be limited 
to the $722 million of funds provided from their operations rather than 
the $914 million proposed by the administration 

3. Grant and subsidy programs.—The Federal Government should with 
draw from the following grant-in-aid and subsidy programs which, to the 
extent necessary, can be performed by the States, communities, and the 
people themselves. 

(a) Federal participation in public assistance, maternal and child 
welfare, and vocational rehabilitation programs should be brought to 
an end in 5 years with an initial reduction of 20 percent in the $1,898 
million of proposed expenditures for 1959. 

(b) Cash payments for the school lunch program should be elim- 
inated but commodity assistance should be continued as long as the 
Government holds edible farm surpluses. 

(c) The grants for library services program should be eliminated 
at the end of the 1958 fiscal year. 


Economies in defense 


We urge Congress to enact defense reorganization legislation which will 
provide for a more effective Defense Establishment and which will eliminate 
the costly duplication of activities under the present organization 

We also urge Congress not only to support but also to press for the actions 
to effect economies in defense activities outlined by the President in his budget 
message. They are: 
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1. Reexamination of all forces, units, and activities to determine whether 
or not they will still be needed as modern weapons, improved techniques, 
and new organizations come into being. The purpose is elimination of all 
activities not essential to a military mission. 

2. Reshaping of the Reserve components of the Armed Forces with 
greater emphasis given to quality and readiness than to quantity. 

8. Closing down and disposing of installations and bases, both at home 
and overseas, which become nonessential as modern weapons and revised 
organizations are adopted. 

4. Continual evaluation of all facilities and activities which are retained 
to prevent extravagance and wastefulness in operation and maintenance. 

5. Further streamlining and coordination of the supply and distribution 
activities of the armed services. 

(The Indiana State Chamber of Commerce has not studied the recom- 
mendations under the caption “Economies in Defense’ and therefore has 
taken no position on them.) 


HOOVER COMMISSION RECOMMENDATIONS 


Congress should devote its early attention to pending legislation to make 
effective a number of important Hoover Commission recommendations which 
have not been considered or acted upon to date but which would improve 
efficiency and effect economies in Federal activities. 

State and regional chambers of commerce in the Council of State Chambers 
of Commerce which endorse this statement are: 

Alabama State Chamber of Commerce 
Arkansas State Chamber of Commerce 
Connecticut Chamber of Commerce 
Delaware State Chamber of Commerce 
Florida State Chamber of Commerce 
Georgia State Chamber of Commerce 
Idaho State Chamber of Commerce 
Indiana State Chamber of Commerce 
Maine State Chamber of Commerce 
Missouri State Chamber of Commerce 

New Jersey State Chamber of Commerce 
Empire State Chamber of Commerce (New York) 
Ohio Chamber of Commerce 

State of Oklahoma Chamber of Commerce 
Pennsylvania State Chamber of Commerce 
East Texas Chamber of Commerce 

West Texas Chamber of Commerce 
Wisconsin State Chamber of Commerce 


STATEMENT BY JON G. THOMAS, PRESIDENT, LOCAL 1874, TEXTILE WoRKERS UNION 
or AMERICA, AFL-CIO 


Help is needed in Allegany County, Md.—An appeal to the House Committee on 
Banking and Currency from the people in one of the oldest depressed areas in 
the country 


Time and time again in congressional hearings we have presented the case of 
Allegany County, Md., and its principal city, Cumberland, as a striking example 
of a depressed area. 

In 1957 when I last filed a statement about conditions in Allegany County 1 
made the following point : 

“This condition has persisted for almost a decade now The human suffering 
and economic loss involved in this long dreary period of unemployment and 
underemployment is not apparent to the person who walks up and down our 
principal business streets of Cumberland—our principal city. Nor do officia! 
statistics give anything like a complete or revealing picture of what has been 
happening to the humn beings in our community as a result of the prolonged ec 
nomic illness from which we have been suffering. No amount of glib self-delud 
ing sales talk can cover up the hard fact that people have suffered and continn 
to suffer and that business has been seriously hurt by the curtailment of employ 
ment in our biggest local plants. 








1258 LEGISLATION TO RELIEVE UNEMPLOYMENT 


“Certainly, there have been some ups and downs in our employment and busi- 
ness life in these years; but the fundamental fact is that the deficit of jobs 
persists and the community shrinks instead of enjoying a reasonably normal 
growth. 

“If any of us thought that this situation would correct itself or that purely 
local action would bring about a genuine cure, surely those ideas should have 
changed by now. 

“If there are those who profess to believe that this depressed condition of our 
local economy can be remedied without Federal legislation along the lines of the 
Douglas-Spence bills, these persons must be suffering from a severe form of 
mental astigmatism.” 

In the presentation I submitted on behalf of Local 1874, Textile Workers 
Union of America, AFL-CIO, a year ago to the Senate Committee on Banking 
and Currency, we gave the figures on unemployment in the county as being about 
13.6 percent. As of the past month (March 1958) the percentage of unemploy- 
ment in the county was estimated as being 15 percent of the total labor force. 
This figure of 15 percent, by the way, represents the highest percentage of un- 
employment of any county in Maryland. The official figure for unemployment 
in Maryland is 9.1 percent as of last month. Stated another way, the situation 
is this: At about this time in 1956 the number of unemployed in Allegany County 
was about 5,500; today the number of jobless is over 6,000. 

In my testimony of last year I included a fairly detailed survey of employment 
conditions in the larger places of employment in this county. Looking back, 
let me say that our estimates of a year ago on the whole were overoptimistic. 
The pickups in hiring that were expected either did not occur or were too short- 
lived to make any real difference in the overall situation. Today in Cumberland 
we are faced with the fact that plants like Kelly-Springfield, which produces 
automobile tires, are forced to lay off because of the slump in the auto industry 
as a whole. The Baltimore & Ohio Railroad here is furloughing additional em- 
ployees. The impact of depressed business conditions in the county as a whole 
hits with unusual severity on a community such as this which has been a sur- 
plus labor area for pretty well a whole decade now. 

The Cumberland office of the State department of employment security in- 
forms us that on March 31, 1958, there were 1,131 persons in the county who 
have exhausted unemployment insurance benefits as against just under 5,000 
still drawing benefits. This means that 21.6 percent of the persons eligible 
for unemployment insurance have exhausted benefits in this area between April 
1957 and March 31,1958. Just to get the picture into focus, let me point out that 
the State department of employment security has announced that just a little 
under 9,000 persons in the State as a whole have run out of benefits in this same 
period. This figure emphasizes the severity of conditions in Allegany County 

How these families in our community exist who have exhausted benefits I 
must regretfully admit I do not know. I do wish to inform the Members of 
Congress that in recent weeks when local volunteers, including members of my 
own union, have been at work canvassing homes throughout the country in 
an effort to increase registration for voting in local and national elections, these 
workers have encountered a number of cases of severe privation. The canvas- 
sers report having seen children playing out of doors in this unusually chilly 
and wet spring weather without proper clothing and without shoes and stock- 
ings. 

I attach herewith a clipping from the Cumberland (Md.) Evening Times of 
April 18, 1958, reporting that the Allegany County commissioners have rein- 
stituted a surplus foods distribution program as a result of the proddings of 
a group of local trade union officials. The county commissioners seemed re- 
luctant to give out surplus foods on the grounds that the items which are now 
available from the United States Department of Agriculture do not constitute 
a suitable diet. However, we labor representatives argued that the need was 
so acute that whatever could be obtained would be of some help and that both 
organized labor and the public Officials should undertake an immediate cam- 
paign to have the officials in Washington provide additional types of foodstuffs 
to be distributed to those in dire need. 

On behalf of those of our fellow men in Allegany County who we know must 
be without sufficient food and clothing today, we request the House Committee 
on Banking and Currency to make urgent representations to the United States 
Department of Agriculture on this matter of foodstuffs. We have read in the 
newspapers that the Department does have funds on hand to buy more surplus 
commodities. If this is the case it is a national scandal that the hungry chil- 
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dren, to say nothing of their parents, in communities like ours are not receiving 
sufficient nourishing and palatable food supplies to meet their urgent needs. 
We understand that the top officers of the AFL-CIO and spokesmen for my 
own union will appear before your committee to discuss pending legislation 
aimed at the problem of the surplus labor area. Therefore, we shall not give 
our views on just what we feel is necessary. We do say flatly, however, that the 
most generous proposals that we have seen would do little enough to assist the 
longstanding and stubborn problems in a place like Allegany County, Md. 
After living with this problem for 10 years or more, we can assure the Mem- 
pers of Congress that it will take substantial and carefully planned assistance 
from the Federal Government to put a place like ours back on its economic feet. 
Cumberland has not at any time in all these years ceased or let up on its 
efforts to help itself in anyway that it could. We are not making this appeal 
today in a mood of defeatism or despair. All that we are saying is that we 
know from having constantly wrestled with this situation all these years, im- 
provement will not come of itself. Even if unemployment throughout the county 
as a whole should by some economic miracle largely disappear in the months 
ahead, we most certainly would still be in a more or less depressed state in 
this area. A fundamental corrective is required for this area if we are to climb 
back to the point where we can cope with normal fluctuations in employment. 
Cumberland, Md., is only 136 miles from Washington. We would invite the 
members of the House Banking and Currency Committee to spend at least a 
few hours in this community seeing and hearing for themselves what a de- 
pressed area is and what must be done to get it out of that unfortunate cate- 
gory. But whether you come here or not, we most urgently request prompt ac- 
tion by your body and by the Congress to effectively remedy this serious economic 
problem which can and does cause so much human suffering and distress. The 
effects of economic blight on human beings may not be readily apparent but we 
can assure you they are nonetheless very real. We read about the possible 
harmful physical effects of radiation fallout on human beings. The moral 
and spiritual effects of prolonged underemployment and unemployment are just 
as much to be feared. 


{Cumberland Evening Times, April 18, 1958] 
SuRPLuS Foop PLAN RENEWAL SET IN COUNTY 
COMMISSIONERS ACT AFTER REQUEST BY AREA LABOR LEADERS 


Four local labor leaders appeared before the Allegany County board of com- 
missioners today to urge that a program of surplus Federal food distribution be 
started at once. 

At the prodding of labor leaders the commissioners decided to reinstitute the 
food distribution program which was ended several years ago. J. Walker Chap- 
man, roads supervisor, will be asked to set up the plan so it can be placed in 
effect. 

The matter of surplus food distribution was broached about 6 weeks ago and 
at that time the county board asked the advice of leaders of area welfare 
agencies. It was decided at that time that the list of foods available was not 
the type which would be of much benefit to the needy. Butter, canned beef and 
gravy, and similar items were not on the list. 


BETTER THAN NOTHING 


John G. Thomas, president of Local 1874, Textile Workers Union, AFL-CIO, 
said the situation among the unemployed in the county is desperate and some- 
thing should be done. As far as the type food which is available, Thomas said 
anything is better than nothing. 

Thomas said many persons have run out of unemployment compensation and 
they are facing a critical situation. Many elderly workmen have little or no 
chance of obtaining employment here or elsewhere, he added. 

F. Patrick Allender, president of the Western Maryland Labor Council, said 
that 6 weeks have gone by and nothing has been done. He suggested the pro- 
gram be started and then action can be taken through Maryland’s Congressman 
to obtain other foods such as butter and canned beef and gravy. 

Allender said the United States sends millions of dollars in surplus foods to 
foreign nations and it is about time something was done for the people of the 
United States who are in need. 
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CAN START PROGRAM 


Commissioner Charles N. Wilkinson told the unionists that he went to Balti- 
more with Gorman E. Getty, attorney to the board, to determine what had to 
be done. “All we have to do is sign up for the program to get it started,” he 
added. 

Commissioner William A. Wilson told the group that the board had taken the 
advice of the welfare agencies at the time. He pointed out that these agencies 
also realize there was need for surplus food in the county but questioned the 
value of such a program with the foods which were available. Wilson said he 
is in favor of starting the surplus food program and hoped assistance could be 
obtained from union groups in the distribution plan. 

The union leaders, including Kenneth Carbaugh, business agent of Local 453, 
Teamsters Union, and Robert Weaver, business agent of Local 616, Laborer’s 
Union, said they would help in obtaining volunteers to package and handle the 
distribution. 


NATIONAL WILDLIFE FEDERATION, 
Takoma Park, Wash., D. C., April 28, 1958. 
Hon. BRENT SPENCE, 
Chairman, House Committee on Banking and Currency, 
Washington, D.C. 


DEAR Mr. SPENCE: It is our understanding that the House Committee on 
Banking and Currency, of which you are chairman, now is considering S. 3497, 
the Community Facilities Act of 1958, which already has passed the Senate. 
We also believe your committee is considering similar H. R. 11902 by Congress- 
man John A. Blatnik of Minnesota. 

These bills differ in only two major respects. The measure H. R. 11902 con- 
tains a subsection (6) to section 202 which reads as follows: “Notwithstanding 
any other provision of this title, all functions, powers, and duties under this 
title with respect to health, refuse disposal, sewage treatment, and water puri- 
fication shall be exercised by and vested in the Surgeon General of the Public 
Health Service.” This subsection does not appear in 8S. 3497. 

The figure of $2 billion appears in subsection (a) of section 203 of the House 
bill instead of $1 billion as in the Senate-passed measure. 

The National Wildlife Federation, representing affiliates in 50 States and 
Territories and an estimated 2 million sportsman-conservationists, respectfully 
urges that the House Committee on Banking and Currency retain the portions 
of H. R. 11902 mentioned in the paragraphs next above in reporting on these 
measures. Since the purpose of these measures is to extend credit to assist 
States, municipalities, or other political subdivisions where credit is not other- 
wise available, this organization believes retention of subsection (6), section 
202, is vital. Under administration of the Surgeon General, installation of 
facilities relating to health, refuse disposal, sewage treatment, and water puri- 
fication can be expidited through coordination with terms of Public Law 660, 
which provides for antipollution grants to many of these same agencies. The 
increased amount of credit also is desirable. 

If hearings are held on these measures, it would be appreciated if this letter 
might be made a part of the permanent record. We also request an oppor- 
tunity to present testimony in person. 

Thank you for the opportunity of expressing our views. 

Sincerely, 
CHARLES H. CALLISON, 
Conservation Director. 


STATEMENT OF THE Port ofr NEw YORK AUTHORITY IN OPPOSITION TO S. 3497, AND 
H. R. 11474 ro THE EXTENT THAT SucuH LEGISLATION WOULD PERMIT FEDERAL 
FINANCING OF MARINE TERMINAL FACILITIES 


The Port of New York Authority, the joint governmental agency of the States 
of New Jersey and New York created in 1921 by compact between them which 
was approved by the Congress of the United States, is authorized by said com- 
pact to purchase, construct, lease, and/or operate any terminal or transportation 
facility within the port of New York district (roughly the area within a 25-mile 
radius of the Statue of Liberty). 
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Pursuant to this authorization the port authority has expended or committed 
approximately $500 million for the construction and development of marine 
terminals within the port district. These facilities include the Hoboken-port 
authority piers, port Newark, and the port authority grain terminal and Colum- 
bia Street pier, Brooklyn, N. Y., which are presently in operation; the Brooklyn- 
port authority piers, which are in limited operation while extensive reconstruc- 
tion and rehabilitation works is being accomplished, and the recently announced 
Elizabeth-port authority piers development in Elizabeth, N. J., for which an area 
of approximately 600 acres has been acquired and initial dredging contracts 
have been let. 

The large capital funds required for the construction and development of these 
facilities necessarily have been and will be obtained by the port authority solely 
on its own credit, through revenue bond financing, since the authority has abso- 
lutely no powers of taxation, nor can it pledge the credit of either State or of 
any subdivision thereof. Thus, of necessity, the authority msut endeavor to 
operate its facilities on a self-sustaining basis; it obtains and must continue to 
obtain capital funds from the investing public at current interest rates, offering 
as security the revenues earned by the facilities. 

S. 3497 and H. R. 11474 would authorize Federal financing of a wide variety 
of undertakings including public transportation facilities. The bills do not de- 
fine this term. Consequently, it must be assumed that the term may be con- 
strued as including marine terminal facilities and that the bills permit Federal 
financing of them. 

It is conservatively estimated that there are $5 billion now invested in marine 
terminal facilities in the several ports of the United States, $1 billion of which 
has been invested since 1946. This investment in these facilities has been made 
by State and local interests, both public and private, on their own credit without 
resort to Federal funds or Federal financing. 

The existing facilities have been provided because of the demonstrated need 
for them and the economic value thereof to the communities or areas in which 
they are located. The revenues derived from the facilities and/or local taxes 
are the sources of the funds required to meet the costs of providing and operat- 
ing them. In the interests of lightening, to the greatest extent practicable, the 
local tax burden, considerable time and effort has been and is today being 
expended in efforts to make these facilities wholly self-supporting. 

Unlike the situation prevailing with regard to highways, airports, and others 
of the public works specifically mentioned in these bills, the United States up 
to the present, has not advanced Federal funds or extended the Federal credit 
in support of State and local marine terminal development. It is the opinion 
of the port authority that it should not do so now. We have neither been in- 
formed of, nor are we aware of, any need for Federal funds for this purpose 
where the marine terminal operator concerned will earnestly endeavor to pro- 
vide, on his own credit, facilities which are reasonably required. In fact, as 
recently as October 1957, the American Association of Port Authorities, Inc., 
which includes in its membership representatives of the major ports and port 
areas of the United States, in a formal resolution, copy of which is attached, 
expressed their opposition to Federal subsidization or financing of commercial] 
marine terminal facilities whether publicly or privately owned. 

The underlying reasons for this opposition by the States and cities—and 
their public officers—most directly concerned with the problem are apparent. 
They are acutely aware of the very large investments already made by them 
in marine terminal facilities. They are also aware that, under the impetus 
of a real desire to impose minimal burdens on local taxpayers, genuine efforts 
to place these facilities on a self-supporting basis have been made and are 
continuing. They fear, and we fear, that the invasion of this heretofore local 
field by Federal financing will necessarily result in the abandonment of these 
efforts to reach self-support because it will foredoom these efforts to failure. 
Why should any terminal operator or any group of local taxpayers attempt 
to provide or to continue to maintain marine terminal facilities on their own 
credit if they can borrow the funds for new facilities over a term of up to 50 
years and at interest rates which may be far below the prevailing local rates? 
Logically there is no reason for anyone to do so. 

We, therefore, believe that enactment of this legislation could result in the 
termination of all local efforts to provide port facilities. Rather than aiding 
local interests which is its apparent objective, this proposed legislation could 
result in the transfer of the entire burden of providing local port facilities 
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from State and local interests to the Federal Government. We do not believe 
that this is the purpose of the Congress. Therefore, it is respectfully sub- 
mitted that these bills should be amended to prevent this result. 

Prescinding from the question of the destructive effect of Federal financing 
on local enterprise in this field, it is apparent that to permit Federal financing 
of the type here proposed without any regard to the competitive impact of new 
marine terminal facilities on those already existing will destroy the economic 
base now supporting an investment of over $5 billion and to the extent that 
it depletes the revenues of existing facilities will impose on State and local 
taxpayers a wholly unjustified additional burden. 

These bills give to the borrower the benefit of the best credit rating in the 
world. They permit the use of the benefits of that credit rating over much 
longer terms than those otherwise available to States and cities which are 
successfully financing millions upon millions of dollars worth of port facilities 
on a self-supporting basis. 

The marine-terminal facilities now in existence were provided with funds 
borrowed on State and local credit at prevailing interest rates and for such 
terms as were available in the market when the funds were obtained. While 
no exact data is available, it is obvious that the bulk of the necessary funds 
were borrowed at rates of interest in excess of the rates paid by the Federal 
Government, and for terms much less than 50 years. 

In determining the charges to be made for the use of facilities provided with 
borrowed capital, the only controlling factor is return of the investment made 
as well as the costs of operation over the term of the loan. In our own case, 
our marine terminal rents or charges are established on this basis. The 
amortization period averages at 30 years. The bills you are now considering 
would make available funds borrowed at the lowest possible interest rates and 
will permit repayment of such funds over a term which may run as long as 50 
years. With amortization on a 50-year basis even at equal interest rates, the 
charges required to be made for the use of a new, competitive facility could, at 
the sole discretion of the borrower, be established at a level substantially less 
than the charges required to meet outstanding obligations on existing facilities. 
It is therefore submitted that inherent in these bills is the threat of unjustified 
and ruinous competition. 

It may be argued that the Administrator would not approve the use of 
Federal financing for such purposes. However, there is nothing in these bills 
which even requires him to consider the competitive impact of any proposed 
facility. In addition, it must be borne in mind that the matter of marine termi- 
nal competition is a most complex subject. Such competition is not restricted 
to facilities located in the same port area. Admittedly, there is competition 
within port areas, particularly when the port area includes several different 
subdivisions of the same or of different States. But there is also very real and 
intensive competition between the American ports, as for instance between the 
port of New York and the port of Baltimore and between ranges of ports as for 
example between the North Atlantic and Gulf ports. Since all ports compete 
for a share of the available waterborne traffic, a great portion of which origi- 
nates in or is destined to inland areas readily reached by inland transportation 
services from many if not all the ports, this competition is of major importance. 

In view of the nature of this competition, Federal financing of new port 
facilities, even in an area where there are no facilities at all at the time of the 
borrowing, will have a serious effect on existing port facilities located elsewhere. 
Considerations of this kind demonstrate that, with regard to marine terminal 
facilities, even an amendment to the bills to prevent the use of Federal financing 
for the provision of competitive facilities would be of little help because of the 
complexity of the problem of determining whether or not any proposed facility 
will be competitive when it is borne in mind that the proposed facility, if com- 
pleted, may directly affect existing installations a thousand miles away. 

For these reasons, The Port of New York Authority urges that your com- 
mittee refuse to approve these bills unless they are amended to provide that the 
Administrator may not, under them, extend Federal financial assistance for the 
construction, repair, or improvement of marine terminal facilities. 

Respectfully submitted. 


THE Port oF NEw YorK AUTHORITY, 
AUSTIN J. Tontn, Evrecutive Director. 
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OpposInG ADOPTION OF ANY GENERAL POLICY OF FEDERAL SUBSIDIZATION OF 
MARINE TERMINAL FACILITIES 


Resolution of the American Association of Port Authorities, Ine. 


Whereas it is and should be the objective of State and municipal beards, 
commissions, and authorities engaged in the operation of marine terminal fa- 
cilities to provide modern and adequate facilities to the maximum extent prac- 
ticable upon a self-supporting basis and with the least possible burden upon 
taxpayers ; and 

Whereas substantial progress toward this desirable objective has been made 
during the past 2 decades by improving accounting methods, better determina- 
tion of actual costs, and in certain cases by regional agreements for the stand- 
ardization of practices and charges and the exchange of information made with 
the approval of the United States Maritime Board under section 15 of the Ship- 
ping Act; and 

Whereas persons interested in the operation of marine terminal facilities 
have suggested that the Federal Government should embark upon a program 
of subsidizing port construction and improvement with Federal funds: and 

Whereas any such program would be disastrous to the progress made toward 
placing marine terminal facilities upon a self-supporting basis, and would 
result in unfair competition between ports and facilities subsidized with Federal 
funds and those not so subsidized, and would lead to further Federal regulation 
of marine terminal operations, and would place additional burdens upon Fed- 
eral taxpayers : Now, therefore, it is 

Resolved, That the American Association of Port Authorities respectfully 
urges Congress not to adopt any general policy or program for the Federal sub- 
sidization or financing of commercial marine terminal facilities, whether pub- 
licly or privately owned, (other than the policy and program which it has 
adopted and followed in the past and which limits Federal aid and financing 
in that field strictly to the establishment, construction, and maintenance of 
channels, breakwaters, and other aids to navigation) and 

Resolved, That copies of this resolution be forwarded to such Federal officials 
and members of Congress as may be appropriate. 

(Adopted 29 to 6, United States members only voting. Adopted at the 46th 
annual meeting, October 21-25, 1957.) 


NEw York, N. Y., May 20, 1958. 
Hon. BRENT SPENCE, 
Chairman, Committee on Banking and Currency, 
House Office Building, Washington, D. C.: 

The Port of New York Authority, the joint governmental agency of the States 
of New York and New Jersey, is presently operating marine terminal facilities 
in the port of New York district. It has expended or committed on these facil- 
ities a capital investment of approximately $300 million provided by it on its own 
credit. In view of these facts it is seriously concerned with and opposes certain 
features of Senate bill 3497 now pending before your committee. The bill if en- 
acted, would authorize Federal financing in totally new field viz. marine termi- 
nals and would authorize such financing over terms up to 52 years and at very 
low interest rates, without regard to the competitive impact of such new facil- 
ities on already existing installations which were constructed with capital funds 
heretofore obtained at prevailing interest rates for operation on a self-sustaining 
basis. Urgently request an opportunity to present our views to the committee 
or in the alternative file detailed statement for inclusion in the record of the 
hearings on this matter. Detailed letter and statement follow. 

AvuSsTIN J. Tosin, Hrecutive Director. 





STATEMENT OF Dr. SUMNER PRICE, ADMINISTRATOR, THE QUEEN’S HOSPITAL, 
Hono.u.u, T. H., on S. 3497, THE COMMUNITYFACILITIES ACT OF 1958 


(a) The Queen’s Hospital, founded in 1859, is the largest civilian general 
hospital facility in Hawaii (404 beds). It is a private nonprofit corporation. 

(b) The Queen’s Hospital has a construction program approximating $5 mil- 
lion, of which $2.75 million is presently under contract. Additional funds are re- 
quired to finance and complete the project. 
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(c) Potential loan funds have been obtained to the extent of $1.5 million 
through the Territorial retirement system at an excessive rate of interest 

(514%4-6 percent) for a 15-year term, but no additional loan funds are forth- 
coming from the source. A Prudential Insurance loan for a similar amount 
and rate was rejected by the hospital for several reasons, including unsatisfac- 
tory terms. A loan was refused by the Equitable Life Assurance Society (Mr. 
Hugh McConnell and Mr. Johnson of New York City) on the basis the Queen's 
Hospital had previously received Hill-Burton funds under a construction pro- 
gram completed in 1953. It was felt, by Equitable, that a capture clause in 
the Hill-Burton bill jeopardized the security of a loan. A loan was refused for 
other reasons by the Government Employees Insurance Co., of Washington, D. C., 
as well as by the Metropolitan Life Insurance Co., of New York, and the New 
England Mutual Insurance Co. 

(d) The Queen’s Hospital of Honolulu has adequate nonoperating income 
from leases on real estate owned by the hospital which are more than adequate 
to secure the loan. Present leasehold and other rentals are in excess of $250,000 
per year, which through escalator clauses will amount to $500,000 per year by 
1967. 

(e) The Queen’s hospital building program has been approved by the Terri- 
torial board of health (local approval agency) as eligible for additional Hill- 
Burton funds but it is unlikely the Queen’s Hospital will receive any more funds 
from this source because of the higher priority of other hospitals which have 
unacceptable facilities. The Queen’s Hospital has been granted $600,000 in 
Wolverton funds by the Surgeon General, which will be used in that portion 
of the construction program now under contract 

(f) Additional facilities needed by the Queen’s Hospital, not included in the 
present construction program, for which funds are inadequate are: 

1. Consolidation and centralization of the occupational and physical 
therapy departments. 
A new and large psychiatric division. 
Intern and resident staff quarters. 
4. Consolidation of inpatient and outpatient medical records departments. 
5. Research laboratories. 
6. New obstetric division, with nursery. 
7. Lunch room for employees. 
8. Locker room for women employees. 
9. Personnel and public relations officers. 
10. Community medical library for medical, nursing, and dental profes- 
sions (15,000 square feet). 
11. Messenger tube system. 
12. Expansion of meal pack system-food services. 
13. New laundry. 
14. New boiler plant. 
15. Improved parking facilities-—multideck, if possibe with underground 
emergency facilities for civil defense. 
16. Expansion of air-conditioning system. 

Plans for items 1 to 11 are already drawn and were sent out to bid in May 
1957, but failed for contract because of insufficient funds to complete. Plans 
could be revised and be ready for contract within 4 months of reaching an 
agreement for complete financing. 

(g) The Queen’s Hospital at one time was declared eligible for a grant of 
$1.5 million under the Milbank Act of 1951 by the Surgeon General for con- 
struction purposes in which funds were at one time authorized by Congress, 
but the funds were never appropriated and the act expires in June 1958. There 
are hospitals in at least 11 States for which at one time funds were approved 
under the Milbank Act by the Surgeon General and by Congress, but never ap- 
propriated so the situation is not peculiar to the Queen’s Hospital. A few of the 
States affected are believed to be Kentucky, California, Connecticut, Massa- 
chusetts, and Georgia. Other States would be known to the Surgeon General 
and probably the Director of the Budget or the Director of the Department of 
Public Welfare to whom prior corespondence has been directed during the past 
few months. 

The total amounts required for construction by private nonprofit hospitals 
is not available to me, but certain estimates are available to the Surgeon General. 
It is believed there are other hospitals with nearly complete working drawings 
in need of funds for construction, and it would seem wise to encourage these 


2 
3. 
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institutions to proceed to the limit of their financial responsibility by supporting 
them with relatively low interest loans. This would be a distinct service to 
private enterprise and open an area for construction where difficulties are 
encountered in obtaining adequate financing. Such a service would advance 
standards in behalf of public health and community need, and open an area 
financially secure but of little interest to the usual mortgage channels such as 
insurance companies and banks. 


STATEMENT OF HOWARD MENDENHALL, MANAGER, REND LAKE CONSERVANCY DiIs- 
TRICT, BENTON, ILL. 


Gentlemen, my name is Howard Mendenhall. I am the manager of the Rend 
Lake Conservancy District in Benton, Ill. I am here to speak in favor of area 
redevelopment legislation and to set forth some general principles based on 
observations made not only in Illinois, but in Pennsylvania, West Virginia, and 
southeastern Ohio. 

I am pleasantly surprised with the number of area redevelopment bills that 
have been introduced to the House. The ones I have studied most carefully are 
those of Committee Chairman Spence, H. R. 6215, that of our Congressman 
Kenneth Gray, H. R. 647, and that of Congressman Price, H. R. 6101, of our 
adjoining congressional district. These bills as well as several other House bills 
and the Senate bills, particularly those of Senators Douglas 8S. 964 and Payne 
S. 3447, and the recent combination of these two, embody most of the general 
principles which would be of constructive help to those pockets of prolonged 
depression which are scattered throughout or country. 


GENERAL PRINCIPLES THAT SHOULD BE INCORPORATED IN AREA REDEVELOPMENT 
LEGISLATION 


1. There should be definite proof of need as specified in the requirements set 
forth in many of the bills in their definitions of persistent and prolonged unem- 
ployment. There seems to be a school of thought in the Senate that the pro- 
visions of these area redevelopment bills should apply equally to the prosperous 
sections of the country as well as those sections which have suffered from 
prolonged economic recession. I wholeheartedly disagree with that principle. 
It would not be getting to the roots of the problem. It would be helping only 
those areas who have already a way to help themselves rather than to the areas 
whose local funds may long since become exhausted. 

2. It should provide assistance in rural as well as urban areas. In many rural 
areas, there has been no cushion of unemployment insurance since many local 
occupations or self-employed have not been covered under the provisions of 
our present unemployment compensation laws. ‘This is provided for in most 
of the bills. 

3. It should provide an opportunity for a worker who is unemployed to use 
that period of time profitably in upgrading his technological skills as is provided 
for in several of the existing bills. 

4. It should recognize that many of the communities where recession has 
been prolonged have exhausted their financial reserves and in many cases are 
already over their heads in debt. Therefore, too strict a provision for a high 
percentage of local participation is meaningless in the areas which this type of 
legislation should be geared to help. This does not mean that there should be 
be no local participation, but a recognition of the facts of life that the com- 
munities that have already been beaten to the ground financially are incapable 
of providing large sums of matching money no matter how beneficial the project 
may be to the community. 

5. Provision of funds for purposes of constructing industrial facilities. While 
this would be of value, industry is just one of the many ways by which a town 
nay be supported. It would be just as valuable to make funds available for 
recreational facilities, educational facilities, or governmental facilities. We 
all know of towns that are supported by these activities rather than industry. 
Most stable of all are the communities that have a balanced mixture. 

6. Provision for local public works such as streets, sewers, waterworks, public 
buildings, and schools. A provision of this type is absolutely necessary where 
the economic circumstances have been adverse for a long period of time and 
where the local tax base in the community has been undermined by declining 
revenues due to unemployment and business failures. The funds for all but 
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absolutely essential maintenance are unavailable. After several years, the 
effects of lack of complete maintenance cause rapid deterioration of the facili- 
ties and a great capital expenditure becomes necessary if that community is to 
be rehabilitated. 

7. Encouragement of local initiative by granting of funds with proper safe- 
guards to local agencies rather than to Federal bureaucracies when feasible 
would tend to strengthen the community. 

8. Encourage the development of joint public facilities with two or more 
communities such as construction of water reservoirs, recreation facilities, sew- 
erage plants, etc., where feasible. In many areas, small communities with their 
natural rivalries go to great expense to develop individual water and sewage 
treatment systems, parks, airports, and the like that could be developed much 
more economically as joint ventures. In some cases great economies could be 
achieved by developing water supply reservoirs with multiple-use features that 
would be in the State and Federal interest for flood control, stream-flow stabi- 
lization, wildlife, recreation, and conservation and in which many State and 
Federal agencies might participate. 

9. Authorization for Federal agencies to give due consideration to area rede- 
velopment as a benefit to projects in areas where it is applicable, particularly 
when soil and water conservation can be involved. 

The principles of area redevelopment are in the nature of a recession pre- 
ventive rather than a recession cure. For this reason such legislation as may 
be enacted should be broad as it has a continuing role to play as new trouble 
spots develop. It might be compared with providing a good complete diet for 
an individual suffering from malnutrition rather than a_ shot of adrenalin. 
While the adrenalin might be temporarily helpful in stimulating the patient, 
it would not ultimately cure him and make him a productive member of society. 

As an example, I am working in an area which has been economically de- 
pressed for the past 12 years due to the technological changes in agriculture 
and coal mining industry. While the building of a new post office, of a highway, 
in the traditional concept of public works projects is a very nice thing for a 
community to receive and there is a temporary spurt of activity while the con- 
struction is going on, it is not an adequate substitute for resolving the basic 
economic problems of this area. In our case one of our most pressing needs is 
for a substantial and stable water supply. The lack of stable water supply 
has been on many occasions the deciding factor against this area as an indus- 
trial location. We have adequate proof that our area could become more capa- 
ble of developing in a normal healthy manner if this limiting factor were re- 
moved. The project which we have in mind however is completely beyond the 
financial limitations of the 18 local communities involved. While the effects 
of the development of Rend Lake would reach far beyond the borders of our 
own State, it does not qualify under a small watershed development or an Army 
Corps of Engineers flood-control project. However, it has merits far in excess 
of those that could be engendered by such single-purpose developments. 

While we know it would be much simpler to work hard for some of the many 
public works bills that have been introduced in the Congress where 90 percent 
grants-in-aid might be available from the Federal Government, we wholeheart- 
edly feel that a complete area redevelopment program would be much more 
desirable for our area and the Nation as a whole than a shot-in-the-arm type 
of public works program. Therefore, we respectfully submit to you our recom- 
mendation that area redevelopment legislation based on the principles enu- 
merated be considered favorably by this committee and the Congress as a whole. 





REND LAKE CONSERVANCY DISTRICT, 
Benton, Ill., April 22, 1958. 
Congressman BRENT SPENCE, 
House Office Building, 
Washington, D. C. 

DEAR CONGRESSMAN Spence: Do you remember the depression of the early 
1930’s? We have had it here in southern Illinois for the past 12 years. At first 
we thought it was just a temporary situation. We believed those laid off from 
wartime work and the coal mines would soon find other jobs. So nothing much 
was done. But the situation continued to get worse instead of better. 

Our young people graduated from high school and had to leave to get work. 
Older people who owned homes found them a liability since they couldn’t sell 
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them for a fraction of the replacement cost in Chicago, Peoria, Detroit, or 
wherever they could go to get jobs. Our unemployment has remained between 
10 to 12 percent over all this time despite an outward migration of nearly 20,000 
people. New farm machinery displaced the rural workers and new mine 
machinery displaced even more. 

Local funds that might have lasted for a year or two of recession quickly 
evaporated. Even maintenance of streets and schools had to be neglected, let 
alone any new construction. 

This grim picture of an area with a high economic potential is an example 
of a situation that can be corrected by the enactment of an area redevelopment 
bill such as represented by those introduced by you, Congressman Gray, or 
Price. 

We in this depressed area feel that the Lord should help those who help 
themselves. We have taken hold of a major conservation project which has 
both State and national benefits as well as local ones to help ourselves out of 
the doldrums. It is however more than we can swing with our own resources. 
A sound area redevelopment bill could help us immensely and we believe be of 
great benefit to other areas in similar straits, 

Cordially yours, 
HowarD MENDENHALL, Manager. 


REND LAKE CONSERVANCY DISTRICT, 
Benton, Ill., April 28, 1958. 
Congressman BRENT SPENCE, 
Chairman, House Banking and Currency Committee, 
Washington, D. C. 

DEAR CONGRESSMAN SPENCE: Many of us in this area were disappointed by 
the response that Governor Stratton was reported to have given you during 
the hearings of your committee last Friday. In answer to your question re- 
garding the miners who are out of work in Illinois, he is supposed to have 
replied, “I honestly believe that the impact of that has been met by jobs in 
other industries.” 

While the statement was partially correct, we do not believe it is currently 
completely accurate. Many of our miners who went north to Peoria, Springfield, 
Chicago, Detroit, Indianapolis, and other metropolitan areas seeking work 
started coming back just as soon as these industrial cities began to slow down. 
They were the newest employees with the lowest seniority ratings, so when the 
boom stopped, they were the first to feel it. I am sure that you have had the 
same thing occur in your own State. 

We have been fortunate in some respects in being able to attract some new 
industries, inspite of our chronic water shortage, such as dress and zipper fac- 
tories, a high percentage of which employ women. While a family may go off 
the relief rolls, the man of the family may have no employment. This leads to 
a very unhealthy situation. 

As you well realize, mass outward migration does not necessarily solve the 
problems of the communities which are hit by it, but rather intensifies them. 
This may be the solution in some areas where the basic resources have been so 
drastically depleted that there is little hope for future development. But, we 
have an entirely different situation in our area. 

Our basic coal reserves could be mined at the present rate for more than 
1,000 years. Our soil, although not the best in the State, is far from the poorest 
and through the proper education of our farmers and readjustment of the size 
of the farm units, we could expect a much healthier agricultural situation. Our 
forests, while almost completely liquidated for mine props in the past, have 
a very bright future if they can receive the necessary protection and manage- 
ment. Our extraordinary transportation facilities, the presence of all the basic 
utilities in adequate supply, except water, our central location and favorable 
climate, indicate that it would be a drastic mistake to let our present commu 
nities fall further in decay through lack of long-range risk capital. 

Plans for the long-range development of an adequate water supply as made bv 
our conservancy district, plus community planning which is already underway 
with the assistance of our universities can be effectively carried out only with 
some understanding financial assistance on some of the more expensive parts 
of the program. We are demonstrating our initiative in helping get the basic 
planning underway. However, our economic circumstances are such at the 
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moment that unless some outside help should become available, the bulk of our 
planning would be to no ayail. 
I trust your committee will give favorable consideration to legislation such 
as S. 3683, the Douglas-Payne bill, and to your own bill, H. R. 6215. 
Cordially yours, 
Howarp MENDENHALL, Manager. 


STATEMENT OF GEORGE H. KENDALL, SrR., A MECHANICAL ENGINEER AND Con- 
SULTANT, DEALING IN NEW DEVELOPMENTS AND COMMERCIAL VENTURES FOR 30 
YEARS OF THE PROBLEMS OF SMALL BUSINESS AND THE BASIC NEED FOR VENTURE 
CAPITAL BANKS TO PROVIDE A SOUND AND PRACTICAL SOLUTION OF THE WIDEST 
SCOPE FOR FULL CONSTRUCTIVE GROWTH FOR ALL 


The comments given herein are based upon many years of actual experience 
and study in the workings of small firms and of their difficulties, as well as the 
writings of national experts on various phases of this subject. A copy of an 
article for presentation to an engineering group 7 years ago on “Venture Capital 
Banks for Assisting All New Enterprises’ was mailed to this committee with 
my earlier letter of December 28, 1957, in an endeavor to provide as broad a 
background as was possible for the study of all interested in the actual needs 
of this problem. 

First : Let us consider the small firm for what it really is * * * a new business 
venture. It has, unquestionably, a leader of experience, vision and a program 
in the given field upon which the company operation is based. As a small en- 
deavor, just starting with limited capital, it will probably use rented or leased 
buildings or land for its operations until such time as larger or more elaborate 
facilities are deemed advisable. Such a program in its conception state, in many 
cases, is a one-man outfit that has now grown to a point where a few employees 
are hired as business is tending to increase. This is when the need for venture 
capital begins to come into real national economic need, as there are no sources 
available today for supplying them. If the concern cannot show a good financial 
statement there is no known service today open to small business to secure the 
essential funds to enable keeping a balanced statement and credit standing 
The high tax system completely killed all chance of ever securing venture capital 
previously available from the beginning of the country. 

Second: This typical, small, growing business regardless of what it does, 
generally speaking, now takes on the responsibility of the pressure load of meet- 
ing commitments exactly when due; such as payroll, rent, interest on notes, in- 
Stallments on equipment, etc., common to all enterprises as well as creating re 
serves to offset economic losses, or mistakes, as no one is of perfect judgment 
all the time. 

Third: This small business, unlike the large firm, may have only a few orders 
per month and may fill them quickly, or they may have a large, long term 
product manufacturing contracts of only possibly one per month or a few per 
year. If every step of the operation, or in the progressive steps of a scheduled 
large contract, does not come through on the time scheduled, the chances are 
that the customer payments to the small business may be delayed. Yet the com 
mitments of the small firm for payroll each week and other expenses continue 
adding to the heavy burden of this small business. Its financial statement 
reaches a point where it cannot secure proper loans for its needs from any 
known source. 

Fourth: Now, for example, comes a mild depression or a state of “tight 
money market” (as it is now popularly referred to this year) and the small 
business is advised by its customer in one or more cases to “hold up” on the 
orders temporarily until stock market conditions settle down to a more stabilized 
degree of activity. If this small business has only 4 or 5 orders, and it re- 
ceives temporary “hold” instructions to stop work for the present from 3 to 4 
firms during the year, his business has received a 60 to 80 percent drop in 
revenue for the duration. That means the small business must immediately 
fire all of its highly skilled staff, adding to unemployment, if the venture is of 
a complicated nature in any field, until such time in the future when new 
orders can be secured; or the customers release the “hold” on current orders. 

There is no guaranty, however, that “hold” orders will ever release, and a 
small percentage have been known to finally be cancelled. Skilled, keymen can- 
10t be released, as today it is next to impossible to replace them, so the owner 
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endeavors to retain them. All during this trying period the payroll, rent or 
lease, and all other continuous expenses of a business are going right along each 
week and each month. What large business could stand such magnitudes of 
stop and go operations? Fortunately, their large diversification and many 
orders over the years assure a reasonably even flow of business; but, of course, 
subject to cycle and product changes and trends of competitive business. 

Fifth: The small business is usually not diversified, and many have been 
known to have just one customer; for example, the United States Government 
Armed Forces for electronic projects. When sudden business or model changes 
occur to cause cancellation before it has the years of operation to become firmly 
established, it is subject to violent fluctuations that can totally wreck the 
venture before it can recover. The result is quickly arranged mergers to save 
the venture. Again, many small businesses are just establishing a new process 
or a new line of distinctive machines that have taken years of research and 
development to bring to the active commercial stage of operations and have 
practically all of their operating and reserve capital already put into the busi- 
ness in perfecting final details for urgent commercial sales to start returns on 
the venture. The terrific burden of the pressure load in these cases has led to 
thousands of business failures where a great economic loss was the final result. 
The loss is not only to the individual owners of the firm, but to families out of 
work and loss of purchasing power to the communities affecting its welfare. 
All of these economic losses are needless with a venture capital bank system to 
assure proper funds to keep such firms operating. 

Sixth: The only cure to save these worthwhile citizens from the rough tides 
of major risks of the business cycles is to make available the proper kind of 
operating and reserve capital funds to all, all the time, through some large and 
strong vehicle such as a venture capital bank, as a division of the present 
national banking system. 

A thorough study of the actual present means and vehicles commercially 
available shows there is nothing at all open to the small-business man at this 
time. 

In the great majority of cases, the individual owner went into business and 
assumed the terrific loads and risks because it was his whole life, his goal of 
achievement in life, and he has no thought of ever selling the venture. 

Far too many firms today, caught in a tight financial condition from business 
cycle events have gone to the so-called financial development firms. In some 
cases the capital behind such firms has just one purpose; that of taking over 
control and eventually throwing out (or creating impossible conditions that lead 
to the same result) the original owners. Such original owners are in many 
eases totally broken in health and affected in mind to the degree that they will 
never again try to do a constructive venture. Experience has shown that all 
such development firms should have some degree of regulation to prevent them. 
positively, from taking over any venture that they may finance under any kind 
of program. If we do not do so, the net result to the community is equivalent to 
a bankruptcy; as inspired, guiding, skilled leadership of the type that started 
the venture will rarely be found to continue the venture. Further, if we do not 
do so there is no chance whatever for individual incentive to do worthwhile 
things to advance the arts and sciences to which our country is committed by 
the patent system and supporting laws. 

Other forms of financial aid now existing all have some form of very high cost 
charges that equally tend to wreck the enterprise. All seem to want immediate 
profits within a year. Such returns from any small business just starting are 
absurd. All small businesses, if they are to become firmly established, require 
from 5 to 10 years to build into the business the necessary essentials to that 
venture to properly assure its commercial continuance in competition and to 
live with our present tax system; which prevents all chance of large accumula- 
tion of capital. 

We are forced, therefore, to find a sound and practical solution to the creation 
of a new form of bank, as a division of our fine national banking system, that 
will properly meet the needs of small business without upsetting all the good 
we now enjoy and that can operate under the restrictions of the present tax 
system. 

Our long years of study of the problem, as well as being in the business of 
new commercial ventures, clearly shows the sound and practical solution to 
this whole problem lies in the creation of a system of venture capital banks as 
part of our present strong Federal national banking system. Only in this way 
can the impartial attitude be made available to all of our people to assure the 
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continued advancement of the arts and sciencies and to provide the means for 
the individual to proceed to make commercially available to all the benefits of 
their patents on equipment and all new processes. 

From this study, we believe, from the sound and practical commercial view- 
point, that the venture capital banks shoud be established and staffed to provide 
in full the following elements to assure a commedcial start : 

1. The venture capital bank to operate in the same manner as present com- 
mercial banks, but established to be noncompetitive with them. 

2. The bank would make available funds only for long duration applications 
beyond that of present commercial banking practice and along the lines of the 
highly successful home mortgage program. 

3. The bank would make available funds for periods of 10 to 30 years in return 
for stock or bonds in the enterprise of the owner. These funds to be advanced 
under several plans for the most effective program for the individual owner's 
business. They should be adequate for several years operating needs of capital 
as outlined in the applications’ definite projected schedules. They should 
have an initial fee at the time of advancing the capital, and deducted from the 
amount, to cover the initial costs plus a moderate bank interest for the first 
3 to 5 years, as seems advisable. From that period to be a uniform, steady 
monthly fee to reduce the entire obligation within the period of years in the 
same manner as modern home mortgages are written. The owners should have 
the right to acquire outside private capital at any time to pay off the venture 
capital bank before maturity dates. 

4. The bank would retain a staff of senior, experienced, professional manage- 
ment engineers in the field of business ventures for small business and assign 
one to be the bank’s adviser consultant to follow the account once a month 
throughout its entire period of advance capital to the firm. This bank staff 
would also thoroughly investigate and screen all applications for the basic 
essentials over a period of years to make for a reasonably successful enterprise. 

5. The owner applicants to the venture capital bank would be required to 
qualify in the proper years of personal experience in the chosen field as skilled 
in the art, would have to have a commercially feasible program and potential 
markets and a definite schedule of a projected program for the venture to 
establish their insight and direction of their management. To this, the bank 
assigned management consultant would, by conferences, have established in the 
owner’s program and schedule the essential details to be included to satisfy 
the bank so that the application could be properly presented to the bank board 
for full consideration. 

6. The bank-assigned management consultant would be required to continu- 
ously follow once a month each firm granted a capital fund to record the proper 
handling, progress, approved changes and such other problems as would come 
before the individual business. 

7. As the venture capital bank would be established to build businessmen and 
for the strongest economic growth of the country having many sound small 
businesses, it would not be permitted to take over or sell the owners’ business 
but could, by proper procedure, establish with the owners the need for other 
temporary skilled management to protect the investment or to add new skills 
where unusual problems might tend to otherwise wreck the enterprise. 

8. The funds for the proposed venture capital banks which will eventually 
require large sums to adequately cover small business needs, and indirectly 
assure even employment, might tap an enormous source of capital not generaliy 
used at the present time. The venture capital bank could establish individual 
depositor accounts, in the same manner as savings accounts are opened, for 
deposit of all stocks and bonds of private individuals, instead of cash as with 
savings and commercial banks, in which all deposits would be guaranteed by 
the Government, the same as on other present bank accounts. These depositors 
would have the right to withdraw at any time, the same manner as with present 
banks (on 1 or 2 days’ notice to allow bank time to properly handle details) 
and would suggest that all depositors be paid a rate of interest on the agreed 
upon market value of the securities. This should open the doors, through 
proper incentive, to the vast holdings of securities now held in homes, vaults, 
ete.. by the great American investing public, to secure another profit on their 
dividend-bearing stocks and bonds, ete. The venture capital bank could use 
such acceptable securities as a basis for collateral for its bank operations, that 
in time as the seund and practical idea became generally understood, could 
supply enormous funds to relieve Government support from other sources drawn 
upon to initially establish the venture capital banks, 
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9. This use of now idle stocks and bonds, that exist from the successful 
economy of the country in successful business ventures, would now make possible 
the putting to work of idle capital to further the sound and practical growth of 
our country. The nominal rate of bank interest on such deposits would assure 
the owners a real incentive, where deposits would be insured against loss, of 
further earnings and, of utmost importance, that such owners would have a 
constructive mind toward promotion of new ventures. Here is one practical 
solution, the result of years of research in this field, to find a sound basis on 
which idle money could be effectively made available to business; from which it 
was initially created. 

10. The venture capital bank, by providing the proper capital would stabilize 
small business enormously, preventing many present failures. It would also 
stabilize employment, assuring better purchasing power in all communities. It 
would stop a large number of mergers where firms now try to save themselves 
from bankruptcy. Finally, it would create the vital mental attitude again in 
our people of constructive minds, who earnestly want to build a better country 
in their lifetime. That opportunity would again be made available for the 
commodity—capital—to work with the commodity—labor—and commodity ma- 
terial, to create profitable businesses. 

We trust these thoughts from the actual field firing line of new small business 
ventures will be of some assistance in background detail of the needs of small 
business, and a sound and practical means to assure a reasonable degree of 
success for a start of such an enormous program. 





VENTURE CAPITAL BANKS FOR ASSISTING ALL NEW ENTERPRISE 


“Sixty million jobs” or a “full employment program” has captured the live 
interest of almost every American in the hope that we will never again be 
forced to endure the terrible depression period experienced during 1931 to 1935. 

The full employment thought, with full opportunity for incentive for construc- 
tive ventures could become a reality, provided we do something about it before 
another depression. 

Unless we do something to correct existing conditions we will again drop back 
into the same serious general unemployment situation that existed 12 years ago. 
This is liable to occur just as soon as the present great backlog of needed goods, 
not produced during the war, has been supplied. 

Why? For reasons that have become clear and apparent in the span of time 
of the last 25 years. The present destructive tax system, with the effects of 
business cycles, have clearly shown the destructive effect upon our economy and 
lack of continued growth. The expansion of the past 8 years was created 
entirely by the great war and was not a natural expansion. 

To the best of our knowledge no article has appeared in nontechnical form 
in any of our magazines providing a general picture of the changes that have 
occurred. These changes, to all practical purposes, stopped all new businesses 
and new enterprises from starting and created conditions leading to the com- 
plete discouragement and lack of any real incentive among investors, small- 
business men and creators of new projects—the backbone builders of every 
community in the country. 

It is generally recognized that the greatest new job producers are new enter- 
prises of all kinds. Nothing we can do creates jobs at so little cost to the 
Government and the country as real constructive support of private enterprise. 
Nothing we have or can do creates a better stabilized economy than many 
small businesses. They lead to the best individual incentive effort and economic 
responsibility in all of us. They create the wage and promotion incentives 
for all concerned far above the opportunities of a large enterprise. For 
example: 10 new enterprises might require the services of 10 new foremen, 
10 skilled operators, 10 engineers, 10 buyers, 10 clerks, 10 stenographers, 10 
treasurers, 10 salesmen, 10 presidents, with individual incentives for promo- 
tion and betterment and a place in the world—where a large concern may re- 
quire only 1 of each position. When 1 large plant is forced to shut down the 
town economy is far more seriously affected than from 10 small businesses, 
which would not all be liable to shut down at the same time. 

Many of our public officials have been disturbed over the lack of a willing 
ness among our business people of ample means to enter new business or con- 
duct a new enterprise in any field or endeavor. 
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Our business and manufacturing associations have been concerned over the 
marked decrease in the number of new patents issued by the Patent Office and 
by the number of these patents that have remained as “paper patents’; that 
is, these that, although sound and practical, have never been able to secure 
financing to permit their contributions to the arts and sciences of this country 
and to become generally available through production and merchandising 
operations. 

Many of our business reporting firms and financial institutions have repeatedly 
shown that small businesses and other small enterprises are short lived, with 
by far the largest percentage failing because of lack of sufficient capital to 
earry along their operations, even when efficiently managed, and of lack of any 
source for further capital when needed to stabilize those operations. 

During the depression years we all saw thousands of idle men on our street 
corners, in stores, libraries, and other gathering places, while enormous sums 
of idle capital existed in the small communities. Some of us were on those 
corners and others wondered if they would be next. Many of these men were 
industrious, sound thinking, and willing to work at almost any venture. Some 
of these men were of ingenious nature with sound business ability, resource- 
ful and with successful records of many years until depression and these eco- 
nomic faults made them idle. 

All during the long depression years there was no known means available 
or in existence for putting the commodity of labor, the commodity of ma- 
terial and the commodity of capital together to produce goods or conduct any 
other constructive enterprise to enable again creating a balance and working 
out of a depression. And there will not be any means either for the next de- 
pression unless we do something about it. 

Those of our earnest, sound, and creative citizens who urgently wished to 
start new enterprises with accepted worthwhile ventures found it impossible 
to secure any capital or support during the depression years. Yet during this 
same period many young men of means, with ample capital, could not be in- 
duced on any terms, including control of their own money and operations of 
the proposed enterprise, to invest in new and productively creative job-produc- 
ing businesses. They preferred for several years to play the stock market; an 
idle form of the commodity, capital, not engaged in any new wealth-creating 
enterprise or effort. 

In this greatest of all countries, which has been built upon individual oppor- 
tunity, incentive, and effort in the creation of enormous natural wealth, we 
are headed toward a strangled economy. 

With enormous supplies of the commodity, material, the commodity, labor, 
and the commodity, capital, with sound and practical worthwhile programs of 
conservative new ventures for creating new material wealth, it is found more 
and more impossible to secure the commodity, capital. This even though enor- 
mous supplies of idle capital are available that could be put to work. The 
eommodity, capital, is practically rationed out of existence for new job-produc- 
ing enterprises. 

We can well ask, why? Why has the promotion of all worthwhile construc- 
tive growth, individual incentive and opportunity for advancement practically 
stopped? Time, over the past 25 years, and changing conditions are clearly show- 
ing the present most serious faults which are leading to growing mass unem- 
ployment and lack of individual opportunity. The destructive income-tax pro- 
gram has wiped out all venture capital, as it has been taxed out of existence 
and nothing has been set up in its place to provide venture capital requirements 
for a strong growing country. 

For generations, up to the time of the coming of the income tax around 1910, 
it was common practice for men of means, with incomes of more than $5,000 
per year, to invest spare funds in varions worthwhile enterprises. Many of our 
leading older members of patent law firms recall that in the days before the 
income tax it was a regular practice for me to drop into their offices with funds 
to invest in new patents. Since that time, and with the mounting income taxes, 
that major source of venture capital for new enterprises has stopped entirely. 
There exists almost no source of long-range venture capital in this country today 
that will join in partnership, either actively or nonactively, to provide the 
proper capital of adequate volume for the particular enterprise requirements. 

We are faced with this sickening situation. The greatest source for creat- 
ing new jobs and building incentive toward creative wealth-producing ventures 
has been ruled out of existence by a bad tax program. Is it any wonder that 
unemployment increases in normal times? 
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A brief yet clear outline of the present destructive tax system upon construc- 
tive growth and upon venture capital’s chance of earnings were given in the 
October 15, 1945, issue of The Business Bulletin of the Cleveland Trust Co. 
and in a short editorial in the Saturday Evening Post. The data were based 
upon facts supplied by Mr. L. Robert Driver, tax expert, formerly associated 
with the United States Treasury Department and with the Securities and Ex- 
change Commission. To illustrate one example, the figures clearly indicate 
that in the range of investment of one to two hundred thousand dollars the 
owner may have a net return of less than 1 percent, on an enterprise earning 
50 percent, after taxes. 

That is one answer to why no person of means is attracted or willing to in- 
vest in a good constructive worthwhile new job-creating enterprise and assume 
all the risks of loss for the chance of making less than a 1-percent profit. Why 
assume the hard work and worry when no profit is possible? Why try to do any- 
thing constructive to help toward creating new jobs, to help worthwhile business 
and help the country? Thousands have therefore turned to useless endeavors— 
betting on the horses, purchase of useless things not contributing to economic 
or material wealth and leaving their present wealth in idle and tax-free secu- 
rities. The net result is to lock out for further use the enormous sums of 
wealth produced by the original use of the commodity, material, the commodity, 
labor, and the commodity, capital, so that they are literally forced into idleness, 
creating nothing nor assisting in helping to sustain job-creating means for the 
economic stability of the country. 

It is a sad commentary, isn’t it, when people are every ready to invest and 
do not have an opportunity to help create jobs? 

Our present tax system has heavily taxed profits, which are the incentive 
reward of job-creating enterprises producing goods, adding to our wealth, and 
better economy of life, rather than to tax idle money and securities which pro- 
duce nothing unless put to work supporting worthwhile projects. 

In our attempts over the years to assure adequate security for our created 
material wealth against the fluctuations of business and the times, we have 
produced banking laws and security regulations which curtail banking opera- 
tions in all of its many phases to a most conservative and restricted field of 
operations within the range of established enterprises. This is as it should be 
but in so doing we have forgotten that the needs of new ventures must have 
some effective access to the commodity, capital, if we are to continue to have 
a strong, growing country. 

No sound person questions the value and benefits of these basic and well- 
established regulations. Time has shown, however, that the commercial banks 
are not suited, in maintaining this desired security, to handle venture capital, 
nor were these banks ever designed to provide long-range loans or working 
capital advances in any form. Neither has the broadened facilities of the 
Federal Reserve or the Reconstruction Finance Corporation, the proper setup 
or personnel suitable for serving small enterprises in the field of sound, low- 
cost venture capital at all times regardless of the business cycles. Finance 
companies, brokers, and other financial sales houses offer capital at prohibitive 
rates—entirely unsuited to venture capital requirements. 

Leading businessmen, bankers, and congressional leaders, who have made 
thorough studies of small businesses, which make up the backbone of the 
American business economy of the communities of the country, have acknowl- 
edged that we do not have, and never have had, a financial service organiza- 
tion suited to the needs of small enterprises. The definite need requires a series 
of venture-capital banks as a separate part of the entire banking business. 

Experts on small enterprises have clearly pointed out the differences and 
needs of small business from that of medium-size, well-established concerns with 
ample operating reserves for their stability. The small enterprise, whether it 
be mining, farming, wholesaling, fishing, manufacturing, lumbering, retailing, 
or in the services, is first vitally affected by the time element. That is, the time 
required to turn over its limited operating capital. For example, in farming, 
from the plowing and planting to marketing the crop; or in heavy machinery 
building, from the order and design to shipping of a giant machine, are both 
entirely different from the turnover of a retail store. Time again enters the 
picture as the crops might be poor and yield very small that year, or the giant 
machine might have trial troubles delaying its shipment many months. All 
during these varying time cycles the operating expenses of the businesses con 
tinne, requiring adequate operating capital for normal sound business trans- 
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actions. Further, working capital sufficient for the initial and erratic opera- 
tions of a new enterprise prove entirely inadequate for expansion of a growing 
business or to tide over unsual losses. The percentages of change of these 
small businesses for an expansion or a loss assume enormous major percentages 
while similar operations of a large, well-established enterprise would show 
only slight percentages of change. 

The need for sources of adequate venture capital to stabilize the operations 
of small enterprises as sound members of a community are clear, in view of our 
having no other service. 

The experts cf small business also know that most of the small enterprises 
have practically every resource of their owners tied up in the business in at- 
tempts to start operations on their very limited means when they should have 
had ample supporting venture capital available as reserves if ever needed. In 
the case of skilled inventors their start in business may mean the result of 
years of study, work, costly patents, and costly experiments that have used 
most of their resources in making the sound and worthwhile contribution to 
the arts and sciences of the country available to the public. Most of these 
earnest, hard-working men are the best stabilizing influences of their commu- 
nities, being constructive and cooperative in all endeavors. 

When these businessmen have endeavored to secure capital for their needs 
from local commercial banks the time interval provided has usually been too 
short to be fully satisfactory for their requirements as they really need working 
capital for a long-range pull, not short-term loans. In times of approaching 
business recession the commercial bank is of no use whatever for such assistance 
as these small enterprises require. When these men have tried to secure 
capital from private firms or persons the terms have been entirely too high 
and inadequate and often required turning over control of their business while 
loans were in force. 

Often, far too often in fact, these private lenders knew the result would be 
a need for more capital later on, as the amounts granted were clearly inade- 
quate, and they finally took over the enterprise from these who had worked 
so hard to create a worthwhile business. 

Three facts clearly stand out in the early operations of new job-creating 
enterprises: First, that most of the risk of small businesses is due solely 
to serious lack of a proper and adequate working capital, backed up by assured 
means of securing additional capital as and if needed for sound expansion into 
a stabilized well-established business. Second, that no source of capital supply 
is readily available at reasonable rates to support the long-range needs of 
small business as a regular banking service. Third, that a new and definite 
service for the commodity, capital, must be created, possibly through creation 
of a system of venture-capital banks. 

With adequate operating capital and reserves for expansion available and 
fully accessible to small enterprises, the greatest risk of the small business 
would be fully eliminated. The greatest means known to man for creating new 
jobs efficiently and increasing community stability would be firmly assured. 
The effects of rapid business cycle changes with rigid credit regulations would 
be far less destructive, tending to stabilize credit conditions everywhere. 

If we look with favor on the endeavor to have a full employment constructive 
program and endeavor to approach the 60-million-jobs goal, toward a more 
full economy, we must apparently do something to change the present destruc 
tive income-tax system that is leading to a severely strangled economy. 

With the commodity, material, the commodity, labor, and the commodity, 
capital, all willing to work it is essentially a program of finding a successful 
means of permitting them to work together. This successful means for more 
fully assuring that result without upsetting the fine degree of security or 
benefits we have gained in the remarkable progress and growth of this great 
country. 

Time has shown, and both banking and business students of the problem 
agree, that a new type of banking institution service is needed to properly 
serve small businesses and new ventures of all types that are sound, practical, 


well thought out, and which would be well managed and add to the job 
creating and well-being of the country. Present security regulations in the 
conduct of our present fine banking institutions would not make it possible or 


advisable to attempt such a service through present organization 
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Students of the problems of small business believe that creation of venture- 
capital banks should be set up in every principal community, They would 
provide adequate venture capital for all small enterprises as needed on long- 
range requirements of the businesses. 

A venture-capital bank should be tied in for soundness and security reasons 
with our existing Reserve institutions but apparently operated by experts 
skilled, experienced, and friendly to the needs of small enterprises and of their 
full protection and advancement toward becoming sound, economic members of 
the community. 

If we are to endeavor to have a full-employment program, in which indi- 
vidual effort and incentive can operate, it is going to be essential that the new 
venture-capital banks should be made attractive to idle capital that would be 
willing to go to work. ‘This might be made attractive without upset or incon- 
venience to present Ownership or its security. Securities of all kinds, not put 
to work as collateral, could be deposited on the owner's account with the venture- 
eapital bank where it could be treated exactly as any other bank deposit and 
withdrawn or deposited at will exactly as in the manner of other commercial 
banking transactions. This would assist in providing enormous working capital 
for the new venture-capital banks. As an incentive for idle securities to be 
deposited they could be made tax free to their owners, and as well possibly paid 
a nominal bank interest on their deposit. 

A venture-capital bank should be so set up that it will fully serve all the 
needs of small enterprises which would, to serve that purpose, have to provide 
at nominal interest rates ample working capital and adequate working capital, 
within the small limits of the business, whenever needed regardless of business 
cycles for the term of its growing years to be established business. This might 
range from a period of 3 to not more than 10 years to fully cover the purposes 
of such a banking service. 

The loans made as working capital Support to Small businesses would not be 
secured by worthwhile collateral and in many cases would probably be partly 
or fully unsecured except for the business integrity and character of the owners 
and their sound business practices and fully cooperative attitude with the ven- 
ture-capital bank experts at all times. 

The venture-capital banks should therefore have a staff of experts of long 
training and experience in various fields of small business, and a list of con- 
sultants to call upon covering every kind of enterprise so that all loans to small 
businesses would be skillfully directed and proper guiding advice secured at all 
times to maintain sound and efficient operation of the small enterprise during 
its growing years into an established business. Such banking service would take 
the major risk out of small business. The bank would serve every American 
citizen who supplies a sound program, carefully worked out, showing full busi- 
ness understanding of his proposed enterprise, skill in its operation, knowledge 
of proper sales and balance with others in the field or industry for economic 
security and advancement. 

The venture-capital bank will serve the purpose of assuring many new jobs 
and the security to maintain them. Its cost to the Government will be very 
small in terms of total capital funds required in relation to the vast sums being 
loaned to foreign governments. Surely we can afford to provide for the security 
and assurance of a strong sound growth for our own people, and the means to 
continue individual rights and incentives to continue to build this great country. 

It is one means of assuring the continued full use of the commodity, material, 
the commodity, labor, and the commodity, capital, toward improving our way 
of life without in any way upsetting present security. And we have the added 
assurance of lessening poverty, misery, and much unemployment. 

Our people have always shown a willingness to work, have initiative and 
creativeness to provide the better things of life. If they have the sound means 
to work made available one of our toughest problems of meeting discouragement, 
idle hands, charity, and dole needs should be materially lessened. 

For purposes of clearness and simplicity all satistical figures have been 
eliminated from this article. To those readers who are seriously interested, or 
are students of this important problem facing our country, will find an excellent 
treatise on the subject in the new book Small Business and Venture Capital by 
Rudolph I. Weissman, published 1945 by Harper Bros. It is beautifully written 
in a sound and practical manner, without an ax to grind, carrying favorable 
comment by leading big businesses, bankers, Federal Reserve officials, and lead- 
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ing Members of Congress. It also carries a bibliography of many economic 
books and reports on this most important economic problem. 

Time has clearly shown us what is wrong. Do we want a full employment, 
individual incentive, and a constructive opportunity for all or is our strangled 
economy to continue adding to unemployment? 

It is time that our Congress changes the destructive tax system so that it will 
encourage investors to again risk their capital in new job-creating enterprises 
and that an attractive means be found to assure that idle capital will go to work 
to support full employment. 

The time will shortly come when each American will be faced with the deci- 
sion on this important economic problem. We should all write our Congressmen 
of our wishes in this matter of jobs or idleness while time still remains to 
permit correction of these troubles. 


STATEMENT OF GEORGE H. FRATES, WASHINGTON REPRESENTATIVE OF THE NATIONAL 
ASSOCIATION OF RETAIL DRUGGISTS 


My name is George H. Frates. I am the Washington representative of the 
National Association of Retail Druggists, an organization composed of 36,000 
small, independent retail pharmacists practicing their profession in every State 
of the Union and the District of Columbia. Our local office is at 1163 National 
Press Building. Dr. John W. Dargavel is general manager and executive secre- 
tary of the NARD with headquarters at 205 West Wacker Drive, Chicago, Il. 
Each State pharmaceutical association and the District of Columbia Pharma- 
ceutical Association is a member of the NARD. 

We ask that this statement be inserted in the record as representing the 
NARD’s views on Representative Wright Patman’s H. R. 10345. 

Senator Lyndon B. Johnson, majority leader of the United States Senate, 
delivered the following affirmative remarks on the Senate floor with regard to 
the creation of a Small Business Capital Bank System. The Senator then pro- 
ceeded to introduce for appropriate reference a bill identical with H. R. 10345. 

“There is not a Senator in this body, Mr. President, who is not conscious of 
the need for capital in our small businesses. There is not a Senator who has not 
devoted time to the study of the problem of small business; and there is not a 
Senator who is unaware that despite the efforts of private enterprise, and of the 
Small Business Administration, small business remains in great need of capital 
with which to grow, to compete, and even to survive 

“Distinguished Members of this body have proposed legislation to make this 
capital available through various agencies and institutions. 

“On January 29, 1958, the Senate agreed to a resolution which provides funds 
for the Select Committee on Small Business, which is headed by its able and 
alert chairman, the Senator from Alabama, Mr. John Sparkman. 

“IT have been very much impressed by the method selected by Representative 
Patman and his colleagues, after months of investigation into the problems of 
small business. It appears to me to meet the substantial objections raised by 
the administration and the Federal Reserve Board to several of the other pro- 
posed methods. 

“In effect, it is patterned after the Federal land bank system. The Federal 
land banks have been paid out: they have paid back the capital the Government 
put into them. Associations of farmers now own them 

“In the same way borrowers under the small-business system will contribute 
by taking stock in the banks; and it is contemplated that eventually the bor 
rowers will pay back to the Treasury every cent of the Government money. So 
the banks will eventually be owned privately, and will become a definite part of 
our private enterprise system. 

“T urge the Senate to examine this proposed legislation. I believe it repre- 
sents an intelligent and logical step which we may take toward making available 
to small business the lifeblood it needs in today’s competitive world. And, 
finally, Mr. President, it will make that step in a framework of private enterprise. 

“The Small Business Capital Bank System bill would do the following 

“First. It would establish a Small Business Capital Bank Board as an inde- 
pendent agency of the Government of the United States. With a central office 





LEGISLATION TO RELIEVE UNEMPLOYMENT 1277 


in Washington, the Board would supervise a system of 12 small-business capital 
banks—1 in each Federal Reserve district. 

“The Board would consist of 13 members, 1 from each Federal Reserve dis- 
trict, and 1 at large. 

“Second. The Board would subscribe to $10 million of capital stock in each 
small-business capital bank. This stock would be retired when all of the 
authorized capital stock of each bank is subscribed by small business investment 
associations. 

“Third. These investments associations, created in each State by small-business 
concerns, Would subscribe to shares in the small-business bank in their areas. 

“Thus, the bill provides for eventual private Ownership of the small-business 
banks by small-business investment associations. 

“The associations would be patterned along the lines of the national farm 
loan associations, which operate within the framework of the Federal land bank 
system. 

“Fourth. The funds to be used by the 12 small-business banks in providing 
capital for the investment associations for their investment in small business 
would be secured from the Small Business Capital Bank Board, The Board 
would supply those funds by purchasing debenture bonds from the banks, and 
the Board would secure its own funds from private investors, through the sale 
of its own debenture bonds. 

“This is much the same procedure as is used by the Federal National Mort- 
gage Association. 

“The bill makes it clear that the Board’s obligations do not impose any liability 
on the United States. 

“This is the method of operation proposed for the Small Business Capital 
Bank System. 

“It does not require an appropriation by Congress. The money to be used by 
the Board comes from an earned surplus of idle money in the Federal Reserve 
accounts, and from $28 million now held almost untouched by the Federal Re- 
serve in its small business account. The Reserve Board does not believe it 
ought to be in that kind of loan business; this bill will take it out, and put the 
money to good use. 

“This system represents no competitive challenge to private enterprise. Pri- 
vate lending institutions would be urged to participate in it. Its benefits will 
be widespread; but they will not be available to those who can secure equity 
and long-term capital from private sources.” 

In testimony before the House Committee on Banking and Currency, Governor 
Furcolo of Massachusetts seemed to be an exceptionally well-informed student 
of small business problems. The Governor heartily endorsed and recommended 
passage of H. R. 10845. Typical of the plight of small business is contained 
in Governor Furcolo’s recommendation to the Congress that H. R. 10345 is re- 
stricted from competing with private banking institutions and would provide the 
capitalization of the Small Business Capital Bank Board from existing surplus 
accounts of “idle funds” of the 12 Federal Reserve banks. 

Stabilized financial assistance for small business does not lie in short-term 
loans. They need permanent capital which they may keep in operation without 
meeting the recurring call for interest payments. Large financial institutions 
tend to favor the large business firms which also have access to the capital 
market and vast internal resources. 

Under Mr. Patman’s bill there is adequate provision for bank participation 
in long-term loans to small business. 

The trend to adversity in economic conditions has put a credit and financial 
squeeze on small businesses to reduce their already limited access to capital. 

Mr. Alfred Neal, president of the Committee on Economic Development (CED) 
and formerly executive vice president of the Federal Reserve Bank of Boston 
for a period of more than 10 years, points out that not only he but also CED 
favors “the establishment of capital banks as an important contribution to 
meeting small business financial requirements.” 
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GREATER HUNTINGDON COUNTY, 
INDUSTRIAL DEVELOPMENT COUNCIL, INC., 
Mount Union, Pa., May 6, 1958. 
Hon. BRENT SPENCE, 
Chairman, House Banking and Currency Committee, 
Washington, D. C. 

DEAR CONGRESSMAN: Relative to your committee’s present hearings on the 
possibility of Federal aid to distressed areas of the Nation, I wish to submit the 
following grassroots testimony that I feel certain will impress on the cominittee 
members and on Congress the vital need for aid of this type, and at this time. 

Huntingdon County is located in the south-central portion of Pennsylvania, 
east of Blair County that contains the hard-pressed city of Altoona, and whose 
workers are drawn from at least a 75-mile radius. Huntingdon County has a 
population of about 42,000, according to the 1950 Federal census. True, the 
area is made up of a large agricultural portion, has much wooded area, but 
the industry in the area, principally the manufacturing of high-heat-resisting 
Silica brick for the furnaces and ovens of the world’s steel mills, has been 
chronically ill—that is to say, for at least 6 years. 

When I state chronically ill, I refer to the slowly declining manufacturing 
of these silica brick for the above-mentioned years. We have here the world’s 
largest silica brick manufacturing plant, owned by the world’s largest producer 
of silica products, the Harbison-Walker Refractories Co., with offices in Pitts- 
burgh, Pa. About 5 years ago this large plant employed at least 850 men. 
Shortly thereafter, natural gas was piped through this area, and the refractories 
industry adopted the use of natural gas, replacing soft coal—hundreds of tons 
daily—in the burning processes of the brick. The kilns in which the brick was 
“burned” were rebuilt and natural gas piped in as fuel. This repluced hundreds 
of men, whose jobs were obsolete, and therefore abolished, along with all the 
seniority they had piled up for retirement. Other new machines to make the 
brick were introduced with great rapidity, and again men were permanently 
replaced. Stone used in the brick manufacture, and hauled from the mountains 
of ganister (silica bearing) rock in the area, by freight cars, was sent down the 
mountainside by belt, thus eliminating men again. Today this huge plant instead 
of employing 850 men, is operating with about 250 men, and producing more 
brick for the steel mills. 

Another refractories plant, the North American Refractories, once employed 
550 men, and today, with natural gas and oil, more mechanization and moderni- 
zation, it employs about 100 men. The third refractories company, the General 
Refractories Co., close on the heels in size nationally, with the Harbison-Walker 
Co., is presently dismantling their local plant, that once—5 years ago—employed 
350 to 400 men. Thus where the 8 principal plants of 1 large portion of the 
economy once employed at least 1,800 men regularly, today the 3 employ 350 men. 

In addition to the above reasons for a poor economy in the Huntingdon County 
area, the refractories industry is building new and more modern plants closer 
to the steel mills, where freight economies in shipping are achieved, and there 
too, much product is produced with very few men. 

In addition to the above manufacturing units, we have in our area a plant 
of the Owens-Corning Fibreglas Co. They, too, after World War II employed 
about 1,000 to 1,100 people, men and women. Today, with cutbacks, more ma- 
chinery, stepped-up production methods, about 500 to 550 people are employed, 
and this number is diminishing. 

Here we also have the Pennsylvania Railroad. Many workers have been 
furloughed in the past several years, due to a drop in freight and passenger 
revenues. Our people worked all along the railroad lines and in the car repair 
shops of the Altoona area. 

So much for the employment situation for present. 

We are working hand in hand with the Pennsylvania Department of Com- 
merce under the secretaryship of William R. Davlin. Mr. Davlin conceived the 
Pennsylvania 100 percent financing plan for the building of new buildings for 
industry relocating or starting anew. According to this plan local banks take 
a first mortgage on the building of 50 percent of the cost, the Pennsylvania 
Industrial Development Authority—PIDA—takes a 30-percent mortgage as a 
second mortgage, and local citizens purchase bonds to the amount of 20 percent 
of the cost of the building. Thus totally the 3 groups take 100 percent of the 
building cost. The responsible tenant of the building, the manufacturer, pur- 
chases the building on a monthly basis as rental. Thus every cent is repaid. 
This program is excellent; however, local moneys become short after several 
of these projects are accomplished. We urge the Federal Government to enter 
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into the financing field as a guarantor for the mortgages, in conjunction with 
panks and local investors authorities. We urge the Federal Government to 
work with the State department of commerce, who already is working with 
local and county industrial development corporations, and the department is 
working well with distressed areas at present. They know well the urgency 
and the particular areas distressed for long periods of time. 

Many times it has been stated that residents of distressed areas should pick 
themselves up, family and all, and move to areas where there is some work. 
This is not the answer. Uprooting populations of one large area creates new 
problems, and certainly does not solve the old remaining ones. Industry is 
obtainable, especially new expanding plants, as well as plants located in con- 
gested areas that are in danger in case of air-raid attack. Our industrial po- 
tential so necessary in peacetime, not to mention wartime, is today exceedingly 
vulnerable, and our safety in case of enemy attack is in the most precarious po- 
sition ever in the history of this great Nation. Our future survival might well 
depend upon the ability to begin manufacture quickly in case of attack, and to 
keep up manufacturing in areas that are not as susceptible to total destruction 
as today many areas are susceptible because they are located in areas virtually 
“on top of each other.” Thus moving of congested industry, cannot be construed 
as piracy. These industries could be given special aid by the Federal Govern- 
ment to induce them to move into distressed areas that might not otherwise be 
considered by those particular manufacturers. 

As a supplement I enclose a special report prepared for the Huntingdon 
County Industrial Development Council by the county office of the Pennsylvania 
State Employment Service in Huntingdon, county seat. This report was made 
up recently in conjunction with the county department of public assistance. 
We firmly believe that you will see the need of Federal aid to distressed areas 
such as ours, when you check the enclosed report. Costwise, and what public 
assistance does to human dignity and ambition, when people are forced to remain 
on it for prolonged periods of time, are vital subjects for your consideration. 
We ask for, not outright gifts, we just ask that you work very closely with 
State departments now working with distressed areas helping us to help our- 
selves. Thank you Mr. Spence, and members of the committee. 

Very sincerely yours, 
ANDREW F’. PUCHALLA, President. 


HUNTINGDON County, February 1958. 
The following report has been prepared from records of the Pennsylvania 
State Employment Service and the Huntingdon County Department of Public 
Assistance, and is intended to show, not only the current unemployment prob- 
lem in the area, but also to show that the downward trend in employment has 
been continuous over several years. 
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EMPLOYMENT TREND, JANUARY 1953-JANUARY 1958 


The following represents the downward trend in employment in major market 
firms (employing 30 or over) during the above period. Similar curtailments 
have likewise occurred in establishments employing a lesser number of workers. 


Total employment (January of each year) 
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During July 1957, employment in these major market firms climbed to 4,888 
for a short period, however, by January 1958 there was a decline of 553. 

Unemployment insurance activities have been steadily increasing, particularly 
since July 1957 as can be observed in the following table. Except for two previ- 
ous instances when unemployment was high temporarily due to steel industry 
work stoppages, claims activities for January 1958 was the highest single month 
since prior to 1950. 





19 July 1957, July 1958, January 

| hye u : 
New claims 1, 641 1, 249 2, 158 786 
Continued claims (weeks 9, 493 11, 798 14, 168 5, 058 
Average number of weeks 5.8 1 7.0 


Reports from the department of public assistance indicate a current caseload 
of 1,213 cases involving 3,156 persons in Huntington County. This represented 
a cost of $96,290 for the month of January 1958. 

During July 1957, statistics show that 6.2 percent of the county population 
was receiving some form of aid through the department, as compared with a 
State average of 2.2 percent, while in January 1958 this had increased to 7.4 
percent as compared to 2.5 percent. 


STATEMENT OF INVESTORS LEAGUE, INC., ON PROPOSED AREA REDEVELOPMENT ACT 
Bitts H. R. 6215, H. R. 5459, ann H. R. 5468 


My name is William Jackman. I am president of Investors League, Inc., a 
nonpartisan, nonprofit, voluntary-membership organization of individual inves- 
tors, large and small, residing in every State, with national headquarters at 
234 Fifth Avenue, New York, N. Y. 

I wish to thank the chairman and other members of this committee for the 
privilege of presenting the views of the American investor on the bills now be- 
fore you, which propose methods of extending Federal aid and assistance to 
areas suffering from chronic unemployment. The investor has a great interest 
in seeing the manpower of the Nation fully and profitably employed in the 
production of goods and services that are needed and wanted by our steadily 
increasing population. It is the utilization of such productive capacity that 
brings general prosperity to all of our people and creates that favorable climate 
under which the investor will gladly risk his capital in providing more and 
more job opportunities not only for our present working force but for those 
millions of our citizens who are being added to it every year. 

It is unfortunate, indeed, that the problems of how best to help the chron- 
ically depressed areas have now become so seriously compounded by the present 
general business recession which seems to be feeding on itself each day. 

Gentlemen, the owners and managers of business, whether large or small, need 
today, as never before, constructive assurance from government at all levels 
that hard and intelligent effort, inventive genius, risk taking, and bold ventures 
into new enterprises will bring them real rewards that will not be siphoned 
off by incentive-destroying methods of taxation, extravagant waste in Govern- 
ment spending, further encroachment of Government into private business, out- 
moded and unnecessary Government controls and regulations, and a timid na- 
tional labor policy which permits and coddles coercive practices and disregard 
of law enforcement in labor and management relations. 

There is ample legislation pending in this Congress which would largely 
remove these shackles of business and industrial progress and open the flood- 
gates of a new era of job abundance and prosperity. 

The most effective force for checking the recession and putting the worker 
back on the job would be provided by immediate enactment of a sound tax- 
reduction bill—one that would be considered permanent, not just a temporary 
shot in the arm. Tax reduction bills proposing increases in personal exemptions 
to be made up by further soaking investors and corporations would further ruin 
business and investment incentive and help feed the fire of unemployment. 

The tax bill before Congress that would cost the Treasury the least, and would 
instill the greatest business confidence, is the bipartisan Sadlak-Herlong bill, 
which would provide for a gradual reduction in both individual and corporate 
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income taxes over a 5-year period, whereby at the end of the period individual 
rates would start at 15 percent as against 20 percent as at present, and indi- 
vidual maximum rates would not exceed 42 percent as against 91 percent at 
present, and maximum corporate rates would be reduced to 42 percent as against 
52 percent at present. To this bill there could be added provisions to com- 
pletely eliminate, or cut drastically, the excise taxes on automobiles, communi- 
cation, and railroad freight and passenger transportation, and last, but not 
least, a provision that would cut the maximum tax on long-term capital gains 
from 25 to 121% percent. 

This cut in the capital-gains tax would do more than anything else to free 
billions of locked-in capital for investment, large portions of which would find 
their way into hew and small businesses. And this is one tax cut that would 
bring increased revenues to the Treasury and help substantially to make up any 
loss in revenues to the Government resulting, temporarily, from the other tax 
cuts. 

Several weeks ago, the Investors League conducted a limited survey of its 
average membership, to determine what action investors would take if the long- 
term capital-gains tax were cut in half. To date, we have received 300 replies 
to our questionnaire indicating that, if this tax cut were made, 300 individual 
investors, scattered across the country, would sell stocks having a market value 
of $25 million, which were acquired at a cost of $10 million, and pay a tax of 
over $1,850,000 on the profits. We are confident that such a survey, conducted 
on a far broader scale, would indicate that the wealthy investor could be tapped 
immediately for several billions of taxes which he otherwise wouldn't pay, 
because, after all, he doesn’t have to take his profits. 

It is our considered opinion that the proposed Area Redevelopment Act bills 
(H. R. 6215 and H. R. 5459-5468) should not be acted upon until other legisla- 
tion designed to relieve overall national unemployment has been disposed of. 
Otherwise, there is grave danger of opening floodgates of billions of such Federal 
aid that might be claimed by thousands of additional communities suffering 
drastically from temporary unemployment which the proposed acts were not 
designed to cover. 

Furthermore, there still remain the gravest doubts as to whether the proposed 
Federal aid to chronically depressed areas will do more harm than good. There 
are basic economic and social reasons for the existence of these areas. The in- 
dustrial frontiers of the Nation are constantly shifting, and will continue to 
do so as new sources of old and hew raw materials are discovered, new tech- 
niques are employed, and new industries are born. New energy resources, shift- 
ing methods of freight transportation, overcrowding of big cities, an increasing 
population, area dispersion of basic defense industries—all these factors and 
a myriad more must determine plant locations. Proximity to raw-material 
sources, proximity to markets, transportation facilities, adequacy of water sup- 
plies, attitudes of local labor unions, courts, and law-enforcement agencies, and 
of zooming importance, local business-tax attitudes—these are the more import- 
ant considerations that must be evaluated before determining where to build 
that new factory or research center. Federal aid cannot change the natural laws 
of nature and economics. If an area has become chronically depressed, there is 
invariably a basic economic cause which cannot be cured by well-meaning 
Government largesse. 

Vocational training of unskilled workers and financial assistance in moving 
such workers from the depressed areas to areas where their services could be 
profitably employed would seem to make better economic sense than moving 
factories to, or building new ones in, these areas which have become economi- 
cally unsuitable for their existence. It would seem that such programs, however, 
could be financed much better by the States and municipalities involved, and by 
the businessmen of the areas to be benefited, than by Federal grants and loans. 

There are many case histories of depressed communities in which the economic 
climate has shifted and where new industries can be operated at a profit. These 
communities. through local “bootstrap” operations, have largely recovered. Many 
more would be able to recover if Federal tax policies were changed in such 
manner that some of the risk capital of local investors, now sterilized by the 
high capital-gains tax rate, were to be made available for local investment. 

Various agencies of the Federal Government already have, in effect, various 
programs to assist labor-surplus areas. The Office of Area Development of the 
Department of Commerce has a technical assistance program. Various pro- 
grams of the Defense Department, the Department of Agriculture, the Housing 
and Home Finance Agency, and the Small Business Administration are, in part, 
devoted to special assistance to depressed areas. 
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We seriously doubt whether additional Federal assistance, such as provided 
in H. R. 6215, H. R. 5459, and H. R. 5468, would be of any real help. 

H. R. 6215 calls for Federal loans and grants, and provides for another new, 
independent, executive agency to administer the program. 

H. R. 5459 and H. R. 5468 call for loans only, and would give the responsibility 
of administering the program to the Department of Commerce. 

For obvious reasons, we would highly favor H. R. 5459 and H. R. 5468 over 
H. R. 6215, although we are far from convinced that any of these bills would go 
far toward curing the patient. 

Gentlemen, I wish to repeat, most emphatically, my earnest conviction that the 
distress of the unemployed in all areas can be alleviated most effectively and 
most promptly by quick passage of a sound tax-reduction bill such as outlined 
above. When general unemployment is checked and when America is back on 
the road to prosperity, the problems of the depressed areas can best be studied 
calmly and deliberately, and preferably in an atmosphere removed as far as 
possible from partisan political considerations. Believe me, gentlemen, I per- 
sonally am and I am sure each of the members of your committee and each 
of our members is, deeply sympathetic to the plight of the unemployed. All of 
us, being human, we are all selfish to some degree. But, being human, we are 
all more or less humane. I know of no one who is not anxious to help, in one 
way or another, to obtain employment for any jobless fellow man who is able, 
ready, and willing to work. 


STATEMENT OF CHARLES M. ROYLE, EXECUTIVE, DIRECTOR THE HOSPITAL ASSOCIA- 
TION OF NEW YORK STATE RE H. R. 11474 AND SS. 3497, THE COMMUNITY 
FACILITIES BILL 


Mr. Chairman and ladies and gentlemen of the committee, the Hospital As- 
sociation of New York State is a nonprofit corporation incorporated under the 
membership corporation law of the State of New York. It represents 308 volun- 
tary and public nonprofit hospitals located in the State which provide in excess 
of 95 percent of all general and allied special hospital beds and facilities. These 
hospitals admit and care for almost 1%, million patients in any 1 year. This 
represents in excess of 96 percent of all patients admitted to this class of hospital. 

Although inroads have been made in the elimination of obsolesence of hospital 
facilities; beds and facilities in non-fire-resistive buildings; the expansion of 
existing acceptable hospitals to measured need; and in the construction of 
needed hospital facilities where none existed, much more remains to be done 
if factually, measured need is to be even partially met. What has been done 
has resulted from local initiative and effort together with, in many instances, 
assistance from the Federal Government through the medium of the Hill-Burton 
hospital program. 

The New York State Joint Hospital Survey and Planning Commission, the 
State agency established by enabling legislation to supervise and carry out 
the Hill-Burton program, reports that its annual survey of need for 1958 indi- 
eates a total number of 118 potential hospital construction projects, the ma- 
jority of which involve voluntary nonprofit institutions, many of which could 
go to contract by June 1959. The estimated value of this construction at the 
current level of cost is $177,050,000. Excluded from these figures are those 
projects which have been approved to receive Federal funds under the Hill-Burton 
program plus those which are eligible should the President’s Hill-Burton budget 
of $121 million be approved for the fiscal year July 1, 1958 

It is reasonable to believe that some of the 118 projects are not amenable 
to the provision of hospital facilities with the use of borrowed money and with 
the lack of sufficient local money and current ineligibility for Federal money 
under the Hill-Burton program, will not contemplate construction for many 
years in the future. However, to provide the incentive today through the 
availability of low interest bearing Federal loans will, in all probability, initiate 
immediate action on many delayed projects and will result in the obvious pro- 
vision of an increase in available jobs. 

The hospital association, therefore, respectfully urges that the House Banking 
and Currency Committee, in its deliberations of the above-captioned H. R. 11474 
and 8S. 3497, give full cognizance to the necessity for the inclusion of voluntary 
nonprofit hospitals in the provisions of the community facilities bill. To do so 
will go far in the meeting of two needs: 

1. Provide many additional job opportunities. 

2. Help overcome continuing hospital facilities shortage and obsolescence 
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AMERICAN HOSPITAL ASSOCIATION, 
WASHINGTON SERVICE BUREAU, 
Washington, D. C., May 9, 1958. 
Hon. BRENT SPENCE, 
Chairman, Banking and Currency Committee, 
House of Representatives, Washington, D.C. 

DEAR CHAIRMAN SPENCE: The American Hospital Association appreciates 
the opportunity of submitting its views to this committee on several bills under 
consideration which would expand the public loan program of the Community 
Facilities Administration. 

This association strongly favors and endorses the development by the Federal 
Government of a low-interest, long-term loan program for the construction and 
renovation of the Nation’s hospitals. Such a program will make possible the 
eonstruction of many needed new hospitals as well as necessary and far-reaching 
improvements in many existing ones. The construction and renovation of hos- 
pitals can contribute in a most significant way to stimulate business activity 
and provide employment to substantial numbers of persons. 

In the study of various proposals to combat recession and to encourage the 
stability and growth of the American economy, we particularly commend a 
loan program for construction and renovation of hospitals to the committee’s 
attention. Such a program would have a more immediate impact on the national 
economy than might many other construction and renovation programs. The 
demands for services and the tremendous variety of goods which would be 
required would be more quickly reflected. These results are made possible—and 
more rapidly than would be the case in most other kinds of construction—be- 
cause of the years of advanced planning in hospital construction and renovation 
that has taken place in the communities and States throughout the Nation. 

Some extent of the needs of the Nation’s hospitals may be seen from the 
following : 

A recent survey report by the Public Health Service indicates that the need 
for general hospital beds alone, at present construction costs, averaging in excess 
of $17,000 per bed, would require the expenditure of over $3 billion. 

A tremendous need exists for facilities to care for patients suffering from long- 
term illnesses, especially mental diseases where there is a shortage of 400,000 
mental hospital beds. 

There are also, according to Public Health Service reports, demands for over 
300,000 hospital beds of other kinds. 

Merely to keep pace with our rapidly growing population, about 30,000 addi- 
tional hospital beds are needed each year. 

A 1956 study made by this association, with the collaboration of the Public 
Health Service, found an accumulated backlog of need of $1 billion for re- 
novation and modernization of our older hospitals. This study found, for ex- 
ample, that of 2,634 hospitals reporting 435, or 1 in six, were more than 50 
years of age. 

This same survey developed that of 1,308 hospitals reporting no need for 
renovation, 401 of them said that their buildings were too old to warrant the 
expenditure and that what they needed was to have the facility entirely replaced. 

A recent intensive study made of New York City hospitals established that 
they had an acute need within that city alone for renovation work amounting 
to about $250 million. 

Many of our over 50-year-old hospitals, particularly those in urban centers, 
suffer major loss of efficiency from their physical inadequacies. Based on an 
obsolecence factor of 2 percent of existing beds per year, approximately 9,500 
general hospital beds ought to be replaced annually. 

Every section of the country was found to have obsolete facilities, though 
the proportion differed greatly. Obsolescence, we may observe, is not merely a 
matter of age, nor is it just confined to the biuldings. Rather it applies also to 
design and equipment. Rapid advances in medical techniques make many 
institutions inefficient despite the fact that they may have been constructed with- 
in the last decade. 

The construction and renovation of hospitals would have far-reaching effects, 
greater in fact than most construction work. The demands for construction 
materials, particularly steel, heavy equipment and specialized hospital equip- 
ment would stimulate employment in production plants while local labor and 
suppliers would largely be called upon to do the actual construction and ren- 
ovation work. 
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The association’s survey, mentioned above, also disclosed that major repairs 
to utilities and mechanical equipment and the modernization and improvement 
of equipment and systems represented nearly half of the cost of the renovation 
work needed. Our survey did not include moveable equipment. But an ex- 
haustive study of these needs has been recently made by the Public Health 
Service, shedding further light on hospital requirements for equipment to make 
many of the latest advances in medical science available to the American people. 
The production of this equipment will assist materially in providing stability of 
employment to large numbers of workers. Additionaly, the installation of all 
kinds of hospital equipment in the renovation and modernization of hospitals 
will require the services of many types of highly skilled workers. 

In terms of the security of the country it is singularly important to keep our 
highly skilled workers at their specialties. America can ill afford to lose their 
skills. More importantly we may not in the event of crisis have time to retrain 
them or train new workers in such skills. 

Hospital construction and renovation can then be seen to serve the purposes of 
stimulating and providing employment quickly in local communities. making 
business for local contractors and suppliers, sustaining production plants and 
keeping highly skilled workers in their specialities. 

Several bills before this committee expanding the public loan program of the 
Community Facilities Administration, particularly H. R. 11474 introduced by you 
and H. R. 11272 introduced by Congressman Albert Rains, makes possible the 
construction and renovation of public hospitals. We respectfully urge this 
committee in its action on these bills to make nonprofit private hospitals equally 
eligible for loans with public hospitals. The reasons for the inclusion of public 
hospitals in this program apply with like force to nonprofit hospitals. They 
include the following, among others: 

(1) Nonprofit hospitals render service to the American people as do the 
public hospitals. 

(2) Nonprofit hospitals care for large numbers of patients as do the public 
hospitals. 

(3) Both are community institutions financed and supported by their 
communities. 

(4) Both nonprofit and public hospitals are the center of our whole sys- 
tem of institutional care for the seriously ill. 

(5) Both carry large burdens in the provision of care for those persons 
who find themselves unable to pay. 

There is no doubt that if private nonprofit hospitals did not exist State and 
local governments would have had to build public hospitals to perform the very 
services now provided by these nonprofit hospitals 

Another consideration which strongly supports the inclusion of nonprofit hos- 
pitals in a construction loan program to combat recession is the fact that they 
normally have greater difficulty than public agencies in borrowing funds from 
private sources and are compelled to pay higher rates of interest. This does 
not mean in any way that hospitals are poor risks. In fact, the situation is 
quite the contrary. Many hospitals have proven to be good risks. Their financial 
integrity is a matter of broad community concern. But lending instifutions tend 
to look with disfavor upon nonprofit hospitals principally because they are non 
profit institutions, and because of the one-purpose nature of their facilities 

Regular business rates are prohibitive to many hospitals because of the in 


crease in the cost of patient care which they impose. Each percentage point of 


interest charged adds at least 50 to 75 cents and often more, to the cost for 
each patient each day. The time factor in the amortization of principal also 
affects per diem costs. The present 514 percent to 6 percent interest rates avail 
able in the commercial market means an increased cost for each patient each day 
of some $2.75 to $4.50, without adding cost for amortization of principal 
Funds from the hospital survey and construction program have been inade 
quate to meet a growing backlog of hospital needs. In fact, this program hus left 
largely untouched the serious and rapidly growing need for renovation and 


modernization of our older hospitals. Since most of these older hospitals are in 
metropolitan areas, the growing deficiency of their physical plans is important 
to the total health picture not only because of the large population they serve, 
but also because they are the centers of medical research and professional train 


ing and exert influences which are felt throughout the Nation. 

The American Hospital Association believes that in expanding the loan pro- 
gram of the Community Facilities Administration the construction of new beds 
should not be made possible unless they are in accord with the State pian ucder 
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the Hill-Burton program. We urge, therefore, that loans to nonprofit or public 
hospitals calling for the addition of new beds be conditioned upon certification of 
need from the State Hill-Burton agency. But where in renovation or moderniza- 
tion work no additional beds are called for, we do not feel that certification of 
need is necessary. 

Under the Hill-Burton program the States have since 1946 determined what 
health facilities they need to provide adequate care to their population and 
where such facilities should be located. We believe this has been a most im- 
portant factor in guarding against the building of unnecessary facilities by 
either public or nonprofit. The States have kept these plans up to date, and as 
a consequence, there is in existence an available body of knowledge reflecting 
where, what size, and what kind of health facilities are needed. We are con- 
fident that your committee desires to limit loans under the bill to needed proj- 
ects. The existing State Hill-Burton plans furnish a ready made test of utility. 

To accomplish this objective we commend to the consideration of this commit- 
tee the language adopted by the Senate in its action on 8. 3497, “The Community 
Facilities Administration Act of 1958.” That language reads as follows: 

“No financial assistance shall be extended under this section for the con- 
struction, repair. or improvement of any public or nonprofit hospital involving 
an increase in the number of beds, or for the construction of any public health 
center, unless the Surgeon General of the Public Health Service finds, and certi- 
fies to the Administrator, that the project is in conformity with the applicable 
State plan approved under section 623 of the Public Health Service Act (42 
0. 8. C. 20if).” 

The American Hospital Association also urges that the interest rate in the 
program be reduced to the lowest practicable figure. As we understand it, the 
basic philosophy behind this bill is that it is an antirecession measure. The 
rate of interest charged, therefore, will very largely determine the use which 
ean be made of the program and will affect the objectives which this committee 
has in mind. With the success of the program the Federal Government stands 
to benefit materially, through taxes and otherwise, from bolstering the econ 
omy of local communities and States and from stabilizing and increasing em 
ployment. It is difficult to envision any appreciable financial contribution on 
the part of the Federal Government if there should be insistence on a high rate 
of interest for this program. We note that Mr. Rain’s bill, H. R. 11272, pro- 
poses the rate of 2 percent. That figure would clearly make this program more 
attractive. 

In summary the American Hospital Association believes that a loan program 
for public and nonprofit hospitals, as is provided for in S. 3497, is desirable; 
and that the interest in such a program should be at the lowest practicable rate. 

It would be deeply appreciated if you would incorporate this letter in the 
hearings of your committee 

Sincerely yours, 
KENNETH WILLIAMSON, Associate Director. 


CorAL GABLES MepIcAL CENTER, 
Coral Gables, Fla., May 12, 1958. 
Representative DANTE FASCELL, 
Vew House Office Building, 
Washington, D. C. 


DreaAN DANTE: As you know, there is a crying need for hospital beds through- 
out South Florida, especially in the south end of Dade County and more specif- 
ically in the Coral Gables and South Miami areas. At the present time for the 
most part only dire emergencies are being admitted. This situation has existed 
for some time as you no doubt realize. Many elective or semiemergency cases 
have to wait for days or even weeks before being admitted to the hospital for 
surgery. 

Furthermore, vou are familiar with the fact that the construction industry 
is way off and many men working in various phases of construction are at the 
present time out of work. You also no doubt know that in the House of Repre- 
sentatives, the House version of the Fulbright bill, H. R. 11474, has been intro- 
duced by Representative Brent Spence, chairman of the House Committee on 
sanking and Currency. 

At the present time, Doctors’ Hospital and the John T. MacDonald Founda- 
tion, both private nonprofit organizations, have plans and specifications drawn 
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for the construction of 60 new beds which would bring the total bed capacity 
for Doctors’ Hospital to approximately 210 beds. Not only are these additional 
beds urgently needed to take care of the present civilian population needs, but 
in the event of a catastrophe or national crisis, any additional beds added in 
the particular area would no doubt be of paramount importance. We are, as 
you may realize, suffering from lack of available capital and have thus far been 
unsuccessful in raising capital from private institutions to proceed with this 
new construction. 

I would appreciate it and consider it a personal favor to me as well as to 
everyone in this community if you would personally go on record as asking that 
H. R. 11474 (Community Facilities Act of 1958) be amended to include private 
nonprofit hospitals. As you know, this bill is an anti-recession measure and 
not only would we be putting men back to work who have been thrown out of 
jobs because of the current recession but by making this addition to Doctor’s 
Hospital we would benefit the community by making more beds available. 

Trusting that you will give this matter your immediate consideration, I am, 

Sincerely yours, 
JAMES F. Lyons, M. D. 


NATIONAL ASSOCIATION OF ReTAIL GROCERS, 
Chicago, IU., May 18, 1958. 
Hon. BRENT SPENCE, 
Chairman, Committee on Banking and Currency, 
House of Representatives, Washington, D. C. 

DEAR CONGRESSMAN SPENCE: We were keenly disappointed to receive your 
letter a few days ago stating that it would not be possible to schedule our ap- 
pearance before your committee in support of H. R. 10345. 

This association is vigorous supporting this measure since community food 
retailers find it exceeding difficult to obtain necessary long-term debt and equity 
financing enabling them to expand and modernize their facilities. 

Growth is absolutely essential to such retailers maintaining their relative 
position in the market, and legislation improving the facilities for long-term 
credit and equity capital is vitally necessary to provide better means for private 
investment funds reaching small and medium size food retailers. 

We would appreciate your incorporating this statement of our position in the 
record of the hearings. 

Sincerely yours, 
Henry J. Bison, Jr. 


PRESCOTT, ARK., May 13, 1958. 
Hon. BRENT SPENCE, 
Chairman, Committee on Banking and Currency of the House of Repre- 
sentatives, Washington, D.C. 

Dear Sir: The great issue before you—the financing of small business—has 
many far-reaching effects on the economy and well-being of our Nation. 

As a small-business man, I would like to encourage you in your efforts to 
aid small business and, also, to urge to set up the capital bank or investment 
companies to make long-term loans to small business. A sound method of 
lending to small business would prevent a deepening of the recession. A buildup 
of working capital in small business will result in increased employment. 

Almost every phase of the business life of our Nation has various agencies 
which help to keep a balanced economy in their field. Small businesses need a 
sound system of financing also. This could be accomplished by an agency of 
the Small Business Administration. However, it must be pointed out this is 
such an important measure that it would be best that a sound banking system 
be established independent of the Small Business Administration. My experience 
with the present-day banking systems has convinced me that most banks do not 
time time nor desire to deal with the problems of small businesses as needed. 

In order to maintain our free enterprise system of government, it is an 
absolute necessity to maintain strong competitive small business enterprises. 
This will in turn accomplish our greatest challenge today. To show the world 
our free enterprise system of government is, without a doubt, the hope and 
security of the free world. 

Yours truly, 


DALE LEDBETTER. 
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STATEMENT BY THE INVESTMENT BANKERS ASSOCIATION OF AMERICA RE PROPOSED 
CoMMUNITY FAcILITIES AND PuBLIC WorKs Act 


INTRODUCTORY COMMENTS 


The Investment Bankers Association of America is a voluntary unincorporated 
trade association of investment banking firms and security dealers who under 
write and deal in all types of securities. Our association has over 800 member 
firms engaged in one phase or another of the securities business in the United 
States and Canada, including about 100 commercial banks. Our members have, 
in addition to their main offices, over 1,300 registered branch offices. Many of 
these firms underwrite and deal in State and municipal bonds and in the 
aggregate do a large percentage of the underwriting, distribution, and trading 
of State and municipal bonds. 


SUMMARY OF PROPOSED COMMUNITY FACILITIES AND PUBLIC WORKS ACTS 


H. R. 11474 would expand the public facility loan program (administered by 
the Community Facilities Administration of the Housing and Home Finance 
Agency) under a proposed Community Facilities Act of 1958. This bill would 
authorize the Administrator, if a State or municipality is not able to obtain the 
funds from other sources on equally favorable terms and conditions, to purchase 
the bonds of, or make loans to, States and municipalities, up to an aggregate 
amount of $2 billion at any one time, to finance the construction, repair, and 
improvement of public works and public facilities at an interest rate not to 
exceed the rate determined under a formula in the bill. Loans by (or bonds 
purchased by) the Administrator could have maturities up to 50 years, and 
the Administrator would be authorized to agree that no payment of principal 
or interest be made by the municipality during the first 5 years after the loan 
is made (but the postponed interest must be paid over the balance of the life 
of the loan, in addition to the interest regularly accruing during such subsequent 
period). The interest rate at which the Administrator would make loans could 
not exceed one-quarter of 1 percent plus the average annual interest rate on all 
interest-bearing obligations of the United States then forming part of the public 
debt as computed at the end of the month next preceding the date on which 
the funds are obtained from the Treasury Department (adjusted to the nearest 
one-eighth of 1 percent). At the present the Administrator would be authorized to 
make loans to States and municipalities for the construction of public works and 
public facilities at not exceeding 27% percent interest if the State or municipality 
cannot obtain the funds from other sources on equally favorable terms 

H. R. 11272 (and identical bills H. R. 11273 to H. R. 11285, inclusive) would 
establish an emergency community facilities and public works program under 
a proposed Community Facilities and Public Works Act of 1958. These bills 
would authorize the Administrator to purchase the bonds of, or make loans to 
municipalities, which constitute or are located in areas of substantial labor sur- 
plus, to assist in financing the construction or provision of community facilities 
and public works in an aggregate amount not to exceed $2,500 million at an 
interest rate not in excess of 2 percent with maturities up to 50 vears. The 
Administrator would be authorized to establish amortization schedules providing 
for the payment of no principal or interest during the first 5 vears after the 
loan is made 


(1) The volume of financing by States and Municipalities for construction of 
public facilities reached a record high in the last 4 months 

The sales of bonds by States and municipalities to provide long-term financing 
for the construction of public facilities was higher in the first 4 months of 
1958 (January-April) than in the same 4 months in any prior year. The sales 
of such bonds in the first 4 months of 1958 aggregated $2,960,101,000 in 2,291 
issues (not including the sales of such bonds to, or loans by the Federal 
Government, and the total is incomplete because we do not yet have complete 
reports on sales of such bonds during this period). This financing is compared 
with financing in the same 2 months in each of the preceding 9 years in the 
table below : 


Sales of long-term bonds by States and municipalities, January—April (inclusive) 


1949 $773, 202, 000 | 1954 $2, 118, 659, 000 
1950 1, 362, 932, 000 | 1955 1, 8387, 773, 000 
1951 793, 095, 000 | 1956 1, 907, 485, 000 
1952 1, 493, 930, 000 | 1957 2,521, 048, 000 
1953 1. 536. 502. 000 | 1958 2, 960, 101, O00 
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This record volume of State and municipal financing of the construction of 
public facilities in the first 4 months of 1958 follows a steady large volume of 
such financing over the past several years. For example, the volume of such 
financing in each of the last 3 years has been as follows: 


EA i ne a $5, 976, 508, 000 
UN a a 5, 446, 419, 000 
1957 (in 6,864 issues)_____- ae ae 6, 824, 557, 000 


These facts demonstrate that States and municipalities are obtaining the 
financing for growing programs of construction of public facilities without the 
Federal assistance proposed in H. R. 11474, H. R. 11272, and similar bills. 
The bond sales referred to above have financed the construction of educational 
facilities, roads and bridges, water and sewer facilities, health, welfare, and 
recreational facilities, ports, airports, and other facilities. Even during the 
period of relatively high money rates in the latter part of 1956 and throughout 
most of 1957, the volume of State and municipal financing continued at a high 
level. 

In appraising the employment and purchase of materials created by the 
financing in 1957 and in the first 4 months of 1958, it must be noted that (1) 
the financing of State and municipal facilities almost always precedes the 
construction, and (2) construction on many projects cannot be carried on 
during the winter months, so that the impact in employment and purchase of 
materials for the projects financed in recent months will not be fully evidenced 
until at least the spring and summer season. 

H. R. 11474 proposes to include in the declaration of policy a statement that: 
“The Congress finds that in many instances municipalities or other political 
subdivisions of States, which seek to provide essential public works or public 
facilities, are unable to raise the necessary funds.” It appears that there is 
no factual basis for such a statement with regard to those States and munici- 
palities which have attempted to obtain financial assistance of the type pro- 
posed in H. R. 11474, H. R. 11272, and similar bills through the sale of their 
bonds. Puring the period from July 1956 through February 1958 (when $11, 
298.495 of bonds were sold by States and municipalities) the amount of State 
and municipal bonds offered but not sold constituted only 1 percent of the total 
of the bonds sold. Furthermore, it should be noted that some of the bonds which 
were not sold when originally offered (a) have subsequently been sold in private 
sales of which we have no record, and (b) were not sold simply because the issuer 
rejected the bids. when it appeared that interest rates might be going down, 
with the hope of subsequently obtaining a lower interest rate 

Appendix A lists the number of issues and total amount of State and munic 
ipal bonds sold in each State in 1957. Appendix B lists the number of issues 
and total amount of State and municipal bonds sold in each State in the first 
4 months of 1958. Appendix C lists (by State) each issue, with the amount 
and the net interest cost, of State and municipal bonds sold during the first 
4 months of 1958. 


(2) H. R. 11474 and H. R. 11272 would not provide any appreciable amount of 
additional construction of public facilities but would merely substitute 
Federal financing for private financing 

(a) H. R. 11474.—If H. R. 11474 had been in effect during 1957 and the first 

4 months of 1958, the Administrator would have been authorized to make 

Federal loans to States and municipalities, if the loans could not be obtained 

from other sources on equally favorable terms, at the following interest rates: 


Percent 


In January and February 1957 2% 
In March through August 1957 3 
In September through December 1957 3% 
In January and February 1958 3% 
In March and April 1958 3 


If H. R. 11474 had been in effect in 1957, over 84 percent (over $5,746 
million) of the $6,824,557,000 of State and municipal bonds that were sold in 
1957 without Federal assistance would have been eligible for purchase by the 
Federal Government, because they were sold at interest costs above the rate 
which would have been applicable in the particular month under the proposed 
Federal program. 
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Similarly, if H. R. 11474 had been in effect in the first 4 months of 1958, 
over 44 percent (about $1,314 million) of the $2,960,101,000 of State and 
municipal bonds that were sold in those months without Federal assistance 
would have been eligible for purchase by the Federal Government, because they 
were sold at interest costs above the rate which would have been applicable 
under the proposed Federal program. 

(b) H.R. 11272.—If H. R. 11272, authorizing Federal loans at an interest rate 
not in excess of 2 percent to municipalities in areas of substantial labor surplus, 
had been in effect during 1957 all of the municipal bonds that were sold in these 
areas in 1957 would have been eligible for purchase by the Federal Government, 
because all of the $6,824,557,000 of State and municipal bonds sold in 1957 were 
sold at interest costs above 2 percent. Likewise, if H. R. 11272 had been in 
effect during the first 4 months of 1958, over 99 percent of the municipal bouds 
that were sold in such areas would have been eligible for purchase by the Fed 
eral Government because about 9.7 percent of the $2,960,101,000 of State and 
municipal bonds sold in that period were sold at interest costs about 2 percent. 

H. R. 11272 would provide Federal loans to municipalities on an arbitrary 
basis at a maximum interest rate (2 percent) which would be lower than the 
interest rate paid by all other municipalities in the private market, lower then 
the interest rate paid by the United States in its bonds of comparable maturity 
and lower than the average interest rate paid by the United States in all of its 
obligations. Consequently, the Federal Government would be loaning money 
at an interest rate lower than the average rate it pays to borrow the money 
it loans. 

The financing for construction of public facilities by States and municipalities 
in 1957 and in the first 4 months of 1958 that would have been furnished by the 
Federal Government under the program proposed in H. R. 11474 or H. R. 11272, 
if it had been in effect, was supplied from other sources without the proposed 
Federal assistance 

These facts demonstrate that if H. R. 11474 er H. R. 11272 were in effect, the 
proposed program of Federal assistance would not provide any appreciable 
amount of additional construction of public facilities but would simply substi- 
tute Federal financing (of construction of public facilities by municipalities) for 
financing that would otherwise be provided without the Federal assistance. 


(3) H. R. 11474 and H. R. 11272 would probably delay financing and construc 
tion of public works by States and municipalities 

If H. R. 11474 or H. R. 11272 were adopted, authorizing Federal loans to mu- 
nicipalities at an interest rate lower than the rate at which many of them could 
obtain funds in the private market, it is probable that many municipalities would 
postpone financing for the construction of needed public works until they could 
obtain a loan from the Federal Government at the low rate under the program 

The very fact that serious consideration is being given to adoption of such a 
Federal program has caused some municipalities temporarily to postpone financ 
ing the construction of needed public facilities to see whether the cheaper Fed- 
eral financing will be made available. Since over $7,060 million of the financing 
by States and municipalities in the 16-month period from January 1957 through 
April 1958 for the construction of public facilities would have been eligible for 
loans from the Federal Government if the program had been in effect, it is 
apparent that there would not have been sufficient Federal funds under the pro- 
gram proposed in H. R. 11474 to supply all of the eligible financing, and much 
of the financing that was done in the private market might have been postponed 
with the hope of obtaining financing under the proposed program at a cheaper 
interest rate. Consequently, we believe that the proposed program would be a 
deterrent rather than a stimulant to the financing and construction of public 
facilities by States and municipalities. 


(4) Projects undertaken as a result of H. R. 11474 or H. R. 11272 would generally 
not create employment or purchase of construction materials for over a year 

If H. R. 11474 or H. 11272 were adopted and some municipalities concluded 
to undertake projects for the construction of marginal or promotional type 
projects to obtain advantage of the low interest rate provided under the Federal 
program in most cases it would probably take 1 or 2 years before the projects 
reached the stage of providing employment and the purchase of construction 
inaterials. It would ordinarily take that long before (@) the necessary pro 
posals for creating the indebtedness could be submitted at bond elections, (bh) 
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the loan was approved under the Federal program, (c) the engineering plans 
were approved, (d) the necessary sites were acquired and (e) actual construc- 
tion was begun. In short, it is unlikely that any substantial new employment 
or purchases of construction materials would result from projects initiated 
by the adoption of H. R. 11474 or H. R. 11272 for over a year. 

However, it appears that few, if any, projects would be undertaken simply 
as a result of the proposed program because (1) as has been pointed out above, 
practically all projects that would be financed under the proposed program are 
being financed satisfactorily without the program and (2) the present public 
facility loan program provides adequate assistance in the few cases where a 
municipality, because of circumstances peculiar to it, would have to pay an 
unusually high interest rate in the private market. 


(5) A cut in individual ncome-tag rates would provide the immediate and effec- 
tive stimulus to employment that a new program of public works would 
not provide 

Policies directed toward easing the recession logically should be directed 
toward those areas which have been hit hardest. In the present recession, the 
durable goods manufacturing industries have borne the brunt of the impact. The 
construction industry, on the other hand, is one of the stronger segments of the 
economy. This is indicated in the employment figures. The Bureau of Labor 
Statistics’ seasonally adjusted figures on employment by sectors of the economy 
show that employment in the durable goods manufacturing industries declined 
by 333,000 workers between January and April of this year, while employment 
in contract construction declined by only 3,000 workers during the same period. 

A similar picture is indicated in the production statistics. Between September 
1957 and April 1958, the Federal Reserve Board has indicated that the seasonally 
adjusted output of the durable goods manufacturing industries declined by 
16.9 percent. During the same period, total nonresidential construction work 
put in place declined by only 0.9 percent and public works construction actually 
increased by 1.5 percent. (These are seasonally adjusted figures published by 
the Department of Commerce.) These figures should make it very clear that 
the recession is not in the construction industry. 

Therefore, it seems clear that a program of public works, even if it would 
produce an appreciable volume of additional construction and if it did so with- 
out a significant timelag, would not hit at the heart of the unemployment prob 
lem. A vigorous revival in the economy will not occur without a revival in 
the durable goods manufacturing industries 

In the light of this, we suggest that a reduction in individual income-tax 
rates would be a much more effective remedy for the recession. 


CONCLUSIONS 


(1) The volume of financing by States and municipalities for construction 
of public facilities reached a record high in the first 4 months of 1958, demon- 
strating that States and municipalities are obtaining the financing for growing 
programs of construction of public facilities without the proposed Federal 
assistance. 

(2) H. R. 11474 or H. R. 11272 would not provide any appreciable amount of 
additional construction of public facilities but would merely substitute Federal 
financing for private financing. 

(3) H. R. 11474 or H. R. 11272 would probably delay financing and construc 
tion of public works by States and municipalities. 

(4) Projects undertaken as a result of H. R. 11474 or H. R. 11272 would 
generally not create employment or purchase of construction materials for over 
a year. 

(5) A cut in individual income-tax rates would provide the immediate and 
effective stimulus to employment that a new program of public works would 
not provide. 

Consequently, we submit that there is no need for adoption of H. R. 11474 
or H. R. 11272; that those bills would not provide substantial increase in em- 
ployment or business activity; and it would be unwise policy to commit $2 bil- 
lion or $2,500 million of Federal funds to a program which would simply 
substitute Federal financing for private financing. 

We appreciate the opportunity to submit this information to the committee. 
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Appendix A 


State and Municipal Bonds Sold During 1957 


State 





Alabama 
Arizona 
Arkansas 
California 
Colorado 
Connecticut 
Delaware 
Florida 
Georgia 

Idaho 
Illinoie¢ 
Indiana 

Iowa 

Kansas 
Kentucky 
Louisiana 
Maine 

Mary land 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 
Montana 
Nebraska 
Nevada 

New Hampshire 
New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 
Ohio 

Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 
Tennessee 
Texas 

Utah 

Vermont 
Virginia 
Washington 
West Virginia 
Wisconsin 
Wyoming 
Alaska 
District of Columbia 
Hawaii 

Puerto Rico 


Amount 


$ 77,443,000 
50,698,000 
14,775,000 

866,228,000 
66,925,000 
263,486,000 
41,479,000 
267,013,000 
119,635,000 
3,745,000 
334,574,000 
71,265,000 
37,870,000 
139, 138,000 
71,510,000 
151,022,000 
5,009 , 000 
119,589,000 
250,530,000 
267, 318,000 
154,719,000 
48,809 , 000 
139, 242,000 
16,066,000 
27,018,000 
5,153,000 
7,316,000 
148,453,000 
16, 705,000 
709,619,000 
58, 282,000 
15,556,000 
472,449,000 
47,553,000 
90,897,000 
286,889, 000 
43,199,000 
43,548,000 
9,621,000 
58,945,000 
386,902,000 
8, 389,000 
16,203,000 
71,229,000 
481,197,000 
3, 369,000 
128,058,000 
7,072,000 
2,470,000 
1,486,000 
48,331,000 
36,848,000 


Number of Issues 


91 
67 
6 
605 
34 
115 
40 
73 
53 
14 
302 
168 
159 
136 
74 
154 
15 
49 
310 
414 
316 
135 
136 
73 
52 


28 
259 
18 
474 
94 
39 
516 
158 
129 
223 
39 
46 
56 
78 
572 
ll 
42 
52 
175 


142 
28 


31 


10 


129] 
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Appendix B 


State and Municipal Bonds Sold in the 4-Month Period January - April, 1958 
(State Totals) 














State Amount No. of Issues 
Alabama $ 37,566,000 32 
Arizona 5,161,000 21 
Arkansas 2,010,000 6 
California 452,159,000 199 
Colorado 36,011,000 19 
Connecticut 108,199,000 38 
De laware 27,777,000 15 
Florida 84, 230,000 4 
Georgia 44,797,000 33 
Idaho 1,615,000 5 
Illinois 109 , 375,000 76 
Indiana 25,456,000 54 
Iowa 3, 245,000 51 
Kansas 10,468,000 16 
Kentucky 41,805,000 21 
Louisiana 80 , 562,000 75 
Maine 3,580,000 4 
Maryland 80 , 857,000 30 
Massachusetts 22,723,000 66 
Michigan 83,085,000 124 
Minnesota 50,062,000 89 
Mississippi 42,051,000 49 
Missouri 101,871,000 51 
Montana 3,756,000 15 
Nebraska 6,060,000 26 
Nevada 10 ,050 ,000 4 
New Hampshire 29 ,429 ,000 16 
New Jersey 79 , 304,000 100 
New Mexico 3,310,000 5 
New York 434,449,000 178 
North Carolina 37,881,000 37 
North Dakota 3, 246,000 10 
Ohio 126,896,000 170 
Oklahoma 10,730,000 52 
Oregon 10,826,000 47 
Pennsylvania 171, 254,000 71 
Rhode Island 33,175,000 23 
South Carolina 14, 200 ,000 6 
South Dakota 974,000 ll 
Tennessee 50, 259,000 33 
Texas 184,908,006 208 
Utah 5, 208,600 5 
Vermont 4,706,000 5 
Virginia 20 , 522,000 10 
Washington 40 ,043,000 54 
West Virginia 10,755,000 3 
Wisconsin 30 , 541,000 32 
Wyoming 3, 387,000 7 
Alaska 5,433,000 6 
District of Columbia 12,044 ,00C 31 
Hawaii 8,495,000 4 
Puerto Rico 43,575,000 __4 
Total $2,960, 101,000 2,291 
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Appendix © 


State and Municipal Bonds Sold in the -Month Period January-April, 1958 


Date of Interest 
Issuer vale Amount Cos 


« 











ALABAMA 
Calhoun County School 1/9/58 $ 500,000 3.191 
Butler Water & Gas 1/ /58 215 ,000 N.A. 
Limestone County School 1/21/58 700,000 3.934 
York Refunding 2/ /58 90,000 N.A. 
York Water Revenue 2/ /58 210,000 N.Ae 
Thorsby Water Revenue 2/ /58 69,000 N.A. 
Eufaula Improvement 2/11/58 183,000 3.216 
Bessemer Refunding Revenue 2/4/58 1,150,000 3.2hh 
Birmingham Building Revenue 2/26/58 1,500,000 4.00 
Huntsville Sewer 2/6/58 4,000,000 


Decatur Sewer Revenue 2/13/58 1,850,000 3.99 


Alabama Deaf & Blind 2/19/58 3,000,000 3.09 


Ww 
© 

‘Oo 
~J 
Cc 


*) 


Alabama Hospital 2/19/58 2,000,000 


nm 
ry. 
J 
oD 


Alebama Hospital 2/19/58 4,000,000 3.10 

Alabama Polytechnic Institute 2/19/58 4,500,000 3.107 

Alabama Waterways Improvement 2/19/58 3,000 ,000 3.307 
3 


University of Alabama 2/19/58 4,500,000 





Lamar Co. Warrants 3/ /58 125,000 N.A. 
Alexander City Indus. 3/ £58 210,000 N.A. 
Thomastown Building Authority 3/ /58 25,000 N.A. 
¢ uga Gas Revenue 3/ /58 250,000 N.A. 

tefunding 3/ /58 125,000 N.A. 
Pike Co. Gen. 3/ /58 250,000 3.67 
Jasper Refunding 3/ /58 19,000 5.00 
Pickens County School L/ /58 250,000 3-311 
Colbert Co, Gas li/ /58 250,000 N.A. 
Houston Co. Gen. L/ /58 150,000 3h 


Huntsville School 4/14/58 1,000,000 3 
Huntsville Elec, Revenue L/14/58 1,000 , 000 2.893 
} 
rat 








Huntsville Gas Revenue 4/14/58 500,000 66 

Jas; x Building Revenue L/ /56 250,000 N.A. 

bufala Ala. Public Housing Authority 2/5/58 1,520,000 N.A. 
ART ZONA 

Prescott Improvement 1/20/58 NA. 

Maricopa Co, School District #80 1/23/58 2.79k 

“Where the net interest cost of an issue was not immediately available from 
our records, there is a notaticn "N,A.", na few issues where several issues 


were sold together by the same issuer at the same time, the net interest cost 


given is the combined net interest st for all of the issues, 
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ARIZONA 

Maricopa Co. School District #l 58 125,000 3.07) 
58 991,000 3432 
58 
8 


Maricopa Co, School District 78 /9/ 
Maricopa Co, School District Scot, /9/5 919,000 3.438 


Mm eNO 


51,000 3.183 
/58 365 ,000 3.123 


Maricopa Co. School District #6 


lo 


1 
1 
Maricopa Co, School District #217 1 
1 
1 
< 


Maricopa Co. School District #7 /23/58 174,000 0225 
Naricopa Co, School District #7 /6/5 80,000 3.057 
Maricopa Co, School District #7 /13/58 97 , 000 2.862 
Maricopa Co, School District 2/6/58 137,000 2.998 
Yuma Co, School District #1 2/3/58 370,000 3.057 
Maricopa Co. School District #83 2/6/58 259,000 3,027 
Graham Co, Thatcher School Distric 2/21/58 130,000 3.12 


Maricopa Co, School District #5 3/ /58 310,000 IA 
Tucson Street 3/31/58 324,000 2.79 
Yavapai Co, School District 3/31/58 450,000 3.116 





Goodyear Improvement 4/8/58 10,000 32481 
Goodyear Sewer 4/8/58 100,000 ] 
Goodyear Water & Sewer Revenue L,/8/58 155,000 393 
Maricopa Co. School District #1 L/17/58 42,000 2.69 


ARKANSAS 
little Rock Library 
Wuitman Gas Revenue 
Rison Gas Revenue 
Arkadelphia Airport 
Jonesboro Fire 
Jonesboro Fire 


hw 


> &o 


1,295,000 3,031 
58 113,000 NA. 
58 377,000 N.A, 
58 45 ,000 NA, 
/58 150,000 2.7k 
/58 0,000 2.7) 


= 


é 
i 


tT pS AD 


0 oS 


f£ 
Ww 


CALIFORNIA 
Bonita School District 


260,000 3.59 
Bonita School District 3 


200,000 


Los Angeles Parks 
Novato Unified Sc 


36 
Colton Joint School Districts 40,000 3.31 
Colton Joint School Districts 50,000 3.34 
Los Angeles Fire 2,000,000 3.048 
P 3,000 , O00 3.045 





Novato Unified School Districts 1 
Portola School Dis 1 
Portola Valley School District 1 
Santee School Distric 1 
Santee School District 1 
“outhern Kern Co, Union School District 2 
Southern Kern Co, Union School District 1 
i 
1 
] 
} 


> - ~~ 3™ OO . . 
Newman School District 13/58 25,000 2.15 
Panama School District 14/58 5 ,000 3.2 
Greenfield School District /1,/58 8 ,000 3.61 
Ballico School District 7/58 10,000 3.933 


Carpinteria San District 

Atascadero School District 
Atascadero School District N 
Laguna Salada School District 1/14/58 70,000 3.813 


——— 
r 
nr 
~~ 
o 
co 
A 
Wr 
os 
Ww \& 
° 
wi 
Oo 











CALIFCRNIA 


LEGISLATION 


TO 


Las Virgenes School District 
Hayward School District 
Campvell School District 
Campbell School Vistrict 
Center School District 
Cupertino School District 
Franklin-McKinley School District 
Fremont School District 
Moreland School District 
school Vistrict 
Ontario Airport Revenue 
Stockton Unified School Dis 


Union 


Peninsula Hospital 
Ontario School Dis 


istrict 
trict 


Shasta School District 
Redwood City School District 
Claremont Unified Schooi Districts 
Orange Water 
California Veterans Aid 
Amador Valley School District 


El Monte 
Alacanes »°ch 


School District 
ool District 


La Puente School District 
American River Jr. Collere Vistrict 
El Monte School District 
Covina School District 

Mc sa-Opring Valley S. 
Washington School District 
Wm. S, Hart School District 
Bellflower Unified School District 
Cajon Valley School District 
Terrace School District 
Sacramento School District 
Gallatin School District 
Yorba Linda School Jistrict 
Hesperia School District 
Castro Valley School District 
La Vista School 


Independent School 
Los ‘ngeles Dwap. 


istrict 
istrict 
Water 


Los Angeles Airport 
San Diego Co, Watcr Authority 
Alameda Co,Water District #2 


San Bernardino Co, 


La Presta Water District 

A i . . tin 
Carlsbad “ater District i2 
Apple Valley »chool District 


Green 


tric 


Valley School District 


Sondma Valley School District 
Cascade School District 


Arden 


Manor 


Rec. 


District 


RELIEVE 


ts 


Water District 


U 


NEMPLOYMENT 


1/21/58 
1/7/58 
VY /58 
1/ /58 
Y /58 
1/ /58 
i/ /58 
1/ /58 
1/ /58 
1/ /58 
1/27/58 
1/13/58 
1/15/58 
1/20/58 
1/25/58 
1/14/58 
1/21/58 
1/1LA 8 
1/22/58 
1/21/58 
1/21/58 
1/14/58 
1/21/58 
1/15/58 
1/1LA 8 
1/1/58 
1/28/58 
1/7/58 
1/14/58 
YWihA 8 
1/7/58 
1/6/58 
1/8/58 
1/21/58 
1/7/58 
1/27/58 
1/7/58 
1/7/58 
1/7/58 
1/29/58 
1/7/58 
1/13/58 
1/7/58 
1/30/58 
1/15/58 
1/30/58 
2/ /58 
2/25/58 
2/4/58 
2/24/58 
2/ /58 


15,000 
21,,000 
05 ,000 


m 


095 


c 
ie 


Fi. Co 


e 6 “. & 
> 


oO ONwOSD 
x 


rm 


as 
oH O 


* 
. 


OL 


- 


a a 64 6 @..* 
AML £ : 

eM ONO NO ON & Ww VIS) OF 
w ~ 


& 


. « ses. 
fr 


Winn D 
WwW wo $4 & 


383 


So ts es a ss Br ss Ls ss ss ns Ls Ls 1 [1 


ee , 
mm }4 


Pw www 

. . . . . 

ew orn r Cc 

—- OOnw ro 
1OWT-e 


4.98 
NAc 
3077 
N.A. 
NA. 
N.A. 
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CALIFOONTIA CAL 
Del Paso Hts. School District 2/19/58 25,000 N.A, 
Metropolitan Water Dist. of So. Calif, 2/11/58 18,000,000 2.388 
Ventura School District 2/11/58 2,100,000 2.68 
Gladstone School District 2/25/58 15,000 3.95 
Chaffey Jr. College District 2/17/58 2,000,000 2.921 
Monrovia City School District 2/44/58 200 , 000 3.092 
El Camino Hospital District 2/11/58 590,000 3.262 
La Habra School District 2/l/58 150,000 3.30 
Livermore School District 2/25/58 136,000 3.31 
Antioch Unified School Districts 2/25/58 1,700; 000 3.320 
Richmond School District 2/18/58 200,000 3.35 
lit. Diablo Unified School Districts 2/18/58 1,350,000 3.407 
Compton City School District 2/25/58 200 ,000 3. ubh 
Citrus School District 2/18/58 877 ,000 3.197 
San Leandro Uniiied School Districts 2/18/58 3,000,000 3.197 
Grant School District 2/19/58 452,000 3.67 
Escondido School District 2/25/58 1,555,000 3.717 
Elk Grove School District 2/26/58 87 ,000 3.843 
Cucamonga Water District 2/5/58 180,000 4.085 
Sulphur Springs School District 2/18/58 30,000 42h 
Fresno Co, Water District # 25 2/25/58 90 , 000 4.71 
Los Angeles Trans. Authority 2/28/58 40,000,000 5.97 
Pomerado Water District Sewer 2/19/58 515,000 5.23 
Long Beach Improvement 2/18/58 8,119,000 3.152 
Long Beach Water Works 2/18/58 2,000,000 3.152 
Scandinavian School District 2/18/58 18,000 3.875 
Scandinavian School District 2/18/58 22,000 3.875 
Red Bluff School District 3/ /58 190,000 N.A. 
El Sobrante FPD 3/ /58 88 ,000 N.A. 
Gilroy School District 3/ /58 415,000 N.A. 
Yuba City School District 3/ /58 250,000 N.A. 
Desert Center School District 3/3/58 24,5 ,000 N.A. 
Middletown Unified School Districts 3/ /58 95,000 N.A. 
Fairfield School District 3/ /58 102 ,000 N.A. 
Los Angeles Co, Juven. 3/4/58 2,638,000 2.275 
Granville School District 3/11/58 20,000 3.50 
Los Ranchos School District 3/3/58 60,000 3.8),8 
Contra Costa Co. FPD 3/44/58 88,000 3.962 
Chaffey School District 3/17/58 2,500,000 2.960 
Santa Ana School District 3/11/58 692,000 3.177 
Orange Unified School Districts 3/11/58 1,000,000 3.2h1 
Temple City Unified School Districts 3/11/58 325,000 3.26 
Walnut Creek School District 3/1/58 100,000 3.39 
Sunnyvale School District 3/ /58 560,000 3.393 
Jefferson School District 3/11/58 370,000 301;38 
Hermosa Beach City S. 3/18/58 400,000 30h:7 
Palos Verdes School District 3/25/58 100,000 3.8 
Palm Springs Unified School District 3/3/58 1,000,000 3.530 
Carlsbad School District 3/18/58 225 , 000 3.609 
Lynwood Unified School Districts 3/11/58 820,000 3.629 
Northern San Diego Jr, College 3/4/58 685 ,000 3.673 

yA 
f 
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CALIFORNIA 
Ks Saugus School District 3/25/58 145 , 000 3.78 
88 Truckee School District 3/25/58 1,450,000 3.846 
8 Yermo School District 3/24/58 190,000 3.97 
5 Dixie School District 3/11/58 145,000 3-974 
21 Palmdale School District 3/18/58 670,000 3.99 
92 Poway Mun. Water District Improvement 3/1848 55,000 4.98 
62 Atwater Sewer 3/4/58 495,000 4.035 
0 Alameda Co. Water District #4 Fld, 3/4/58 150,000 4.199 
1 Los Angeles Arena 3/21/58 7,800,000 3.73 
20 Alta Loma School District 3/31/58 153,000 3.73 
5 live Oak School District 3/31/58 4,00 ,000 3.489 
) Enterprise School District 3/2/58 443,000 NA. 
wh Enterprise School “istrict 3/24/58 15,000 N.A. 
07 Riverside City School District 3/3/58 500,000 2.919 
7 Paso Robles School District 3/3/58 200,000 N.Ae 
”), Paso Robles School District 3/3/58 300; 000 NA, 
Riverside School District 3/3/58 1,350,000 2,903 
3 California School 4/23/58 50,000,000 2-959 
ip California Veterans Aid 4/23/58 50,000,000 2.962 
0 Hudson School Districts h/15/58 91,000 NA. 
Hudson School Districts 4/15/58 553,000 N.A. 
San Bernardino Sewer 4/23/58 1,950,000 3.456 
San Bernardino Sewer 4/23/58 1,050,000 3.4456 
2 San Francisco Airport 4/14/58 7,300,000 2.407 
2 San Francisco Hall 4/14/58 1,500,000 2.416 
5 San Francisco Hospital L/14/58 475,000 2.03 
5 San Francisco Park 4/14/58 2,000,000 2-411 
San Francisco Recreation 4/14/58 1,000,000 2.410 
San Francisco Recreation 4/14/58 5,000,000 2.414 
San Francisco Sewer 4/14/58 450,000 2.416 
San Francisco Street 4/14/58 1,500,000 2.416 
Vista Unified School Districts 4/1/58 3,000 3.00 
Vista Unified School Districts 4/1/58 87,000 3.91 
Wright School Districts L/8/58 2,000 3.875 
Wright School Districts ,/8/58 26,000 3.875 
Los Angeles D'WAP Ele. 4/2/58 13 ,500;000 32134 
San Francisco Power 4/14/58 5,000,000 2.603 
Fresno Sewer 4/17/58 1,100,000 2.592 
Mill Valley Sewer L/2 3/58 375,000 2.878 
Calexico Sewer L/ /58 5 ,000 3.47 
Fort Bragg Improvement b/16/58 750,000 3.825 
Santa Barbara Improvement 4/10/58 1,467,000 2.535 
Burbank Improvement 4/29/58 5,565,000 Furst 
Carpinteria School District 4/7/58 427,000 3.014 
Centralia School District 4/15/58 22,000 3.56 
Chula Vista City School District 4/15/58 800 ,000 NA. 
Duarte School District 4/15/58 203,000 3.37 
El Monte School District 4/15/58 350,000 NA. 
Garvey School District 4/15/58 37,000 3.57 
Glen Avon School District 4/17/58 126,000 3.727 
Goleta School District 4/174 8 274,000 3.196 
Grossmont School District 4/8/58 450,000 2.193 
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CALIFORNIA 
Lakeside School District 
Diablo Unified School District 
Nordhoff School District 
Placer Joint School District 
San Bernardino School District 
San Pablo School District 
Torrance Unified School District 
Westside School District 
Whisman School District 
Antelope Valley JUH School District 
Barstow School District 
Belmont School District 
Bullard Unified School Districts 
Eastside School District 
Keppel School District 
Madison School District 
Orangevale School District 
Sweetwater School District 
Sierra Jr. College District 
Lathrop Water District 
Soland Irrigation District 
Qmard - California 
San Joaquin Countye Cclifornia 


SOLORADO 
Pueblo Sewer 
Pueblo Swim pool 
Arapahoe Co, Sehool District 
Arapahoe Co, School District 
Boulder Co, School. District #3 
Adams Co, School District #50 
Colorado Springs Utilities 
Colorado Springs Utilities 
Colorado Springs Utilities 
Jefferson Co, School District #R-1 
Denver Water 
La Plata Co, School District 
Rio Grande Co, Drainage District 
Denver Street Improv tent 
Denver Street Improvenent 
Denver Street Improvenent 
Chaffee Co, School District 
Craig Street 
Weld Co, Pierce School District 
CONNECTICUT 
New Haven Public 
New Haven Public 
New Haven Public 
Ashford School 
Meriden School 
Groton ‘Vater & Electric 


mprovement 
mprovement 
mprovement 


ei Fite 


UNEMPLOYMENT 


4/8/58 
4/15/58 
4/8/58 
1/8/58 
4/7/58 
4/8/58 
L/22/58 
4/15/58 
L/ /58 
L,/22/58 
L/21/58 
4/224 8 
L/22,/58 
4/22/56 
L/22/58 
4/22/58 


L/2y 5 
4/25/58 
22/58 
L/ /53 
1/8/55 
2/5/58 
2/5/58 


V/ /58 
l/ /58 
1/2/58 
1/2C /S8 
1/22/58 
1/28/58 
2/21,'58 
2/21/58 
2/21/58 
2/18/58 
2/5/58 
3/18/58 
3/15/58 
4/3/58 
4/3/58 
4/3/58 
4/8/58 
L./22/58 
L/ /58 


1/30/58 
1/3C/58 
1/30/58 
1/6/58 
1/11/58 
1/7/58 


167,000 
350,000 
3603000 
1,750,000 
1,500,000 
85,000 
1,260,000 
222,000 
67,000 
1,00, 500 
470,000 
310,000 
192,009 
67,00 
1,0,00 
59,000 
132,000 
1,090; G00 
300,000 
179,000 
200, (00 
1,100,000 
3,700,000 


1,100,900 
125,900 
300, 200 
107 ,W.00 

22215000 

1,390,"00 

1,280,490 
70,000 

3,480 , 000 

2,900, 000 

20,000; 000 
650,090 
200 , 00 
153,000 
218 ,000 
261,000 
150,000 
529,000 
207 ,000 


1,530,900 
805 , 200 
1,500 , JOO 
170,000 
1,500,000 
500, 000 


ww Oo oO 


- ws 
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LEGISLATION TO RELIEVE UNEMPLOYMENT 


CONNECTICUT 


Hartford Public School #77 2/11/58 5,550,000 2.09 
Hartford Public Works #78 2/11/58 350,000 2.409 
Hartford Public Works #79 2/11/58 635,000 2.09 
Hartford Public Works #80 2/11/58 90,000 2.09 
Hartford Public Works #81 2/11/58 290,000 2.4409 
Manchester School 2/25/58 300,000 2.56 
Washington School 2/5/58 240 , 000 2.97 
Fairfield Co, Jail 2/17/58 650,000 2.43 
Milford Sewer 2/4/58 2,500,000 3,11 
Rocky Hill School 2/6/58 . 3-273 
Connecticut Expressway 2/18/58 77,000,000 3.258 
Stamford Improvement 3/19/58 4,00 , 000 2.61 
Stamford School 3/19/58 674,000 2.61 
Stamford Sewer 3/19/58 160,000 2.61 
Stamford Sewer 3/19/58 100,000 2.61 
Stratford Improvement 3/18/58 2,000,000 3.090 
Brookfield School 3/31/58 750,000 3.212 
Bethlehem School 4/15/58 229,000 2.834 
Enfield School 4/9/58 497,000 2.65 
Ridgefield School 4/10/58 1,100,000 2.582 
Simsbury School 4/2/58 160,000 2.547 
Branford School 4,/22/58 872,000 2.97 
Bloomfield High School 4/8/58 950,000 2.608 
Bloomfield School 4/8/58 97 ,000 2.608 
Newington Recreation 4/1/58 378,000 2.94 
Newington School 4/1/58 1,772,000 229k 
Waterbury Park 4/9/58 100,000 2.70) 
Waterbury Parking 4/9/58 750,000 2.704 
Waterbury Public Works 4/9/58 1,000,000 2.704 
Waterbury Redevelopment 4/9/58 1,00 , 000 2.704 
Waterbury School 4/9/58 1,200,000 2.704 
Waterbury Watershed 4/9/58 4,00, 000 2.704 
DELAWARE 
Seaford Spec, School District 1/21/58 652,000 3.46 
Delaware Beach Eros, 2/20/58 250,000 2.59 
Delaware Cap. Improvement 2/20/58 925 ,000 2.59 
Delaware Cap. Improvement 2/20/58 300,000 2.59 
Delaware Highway 2/20/58 9,450,000 2.59 
Delaware Highway 2/20/58 4,000,000 2.59 
Delaware School 2/2048 5,180,000 2.59 
Delaware School 2/20/58 895,000 2.59 
Mt. Pleasant Spec. School District 2/5/58 1,195,000 3216 
New Castle Co, School District 2/27/58 1,610,000 3.267 
Smyrna Spec, School District 2/18/58 360,000 3.49 
Marshallton School District #77 3/18/58 520,000 3.39 
New Castle Co, Spec. School District 4/2/58 1,180,000 3.364 
New Castle Co, Spec. School District 4/15/58 460,000 2.70 
Newark Spec. School District 4/29/58 800,000 3.22 
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FLORIDA GE 
Dade Co, Jail & Courts 1/8/58 4,500,000 3.61, 
Dade Co, Jail & Courts 1/8/58 10,000 ,000 3.614 
Florida School Bay 1/28/58 550,000 2.991 
Florida School Brevard 1/28/58 4,00, 000 2.987 
Florida School Broward 1/28/58 1,400,000 2.985 
Florida School Highlands 1/28/58 100 ,000 3.128 
Florida School Hillsboro 1/28/5 1,300,000 2.995 
Florida School Jefferson 1/28/58 450,000 2.99), 
Florida School Pincllas 1,'28/58 1,500,000 3.02) 
Florida School Polk 1/28/58 1,400,000 2.991 
Florida School Taylor 1/28/58 325,000 3007 
Florida School Union 1/28/58 180,000 3.119 
Florida School Volusia 1/28/58 250,000 2.995 
Quincy Sewer 1/27/58 560,000 3.19 
Quincy Water 1/27/58 305 ,000 3.19 
St. Augustine Pier Revenue 1/27/58 120,000 As 
Port of St. Joe Hospital 1/21/58 175,000 5.050 
Lee Co, Spec. Tax School District #1 1/21/58 500,000 3.478 
Pensacola Strect & Sewer 1/9/58 2,000,000 3.553 
Winter Park Improvement Revenue 1/7/58 600,000 12h 
Franklin Co. Hospital 1/15/58 123,000 4.669 
Hendry Co, Pub, Instruc. 2/25/58 416,000 4.23) 
Orange Co, Courthouse & Jail 2/18/58 4, 10,000 2.70 
Ormond Beach Water & Sewer 2/1848 500,000 3.96 
Deerfield Beach Water evenue 2/11/58 325,000 4.217 
Miami wire Facilities 3/5/58 850,000 3-111 
Miami Highway Improvement 3/5/58 2,550,000 3.111 
Miami Incinerator 3/5/58 1,100,000 3.11 
Hiami San, Sewer 3/5/58 6,950,000 3.111 
Miami Storm Sewer 3/5/58 1,250,000 3.241 
Hollywood Water Revenue 3/12/58 600 , 000 3.865 
Hollywood Water Revenue 3/12/58 150,000 3.865 
Redington Beach Paving 3/4/58 135,000 3h 
Brevard Co. Courthouse & Jail 3/20/58 300,000 2.7h 
Madeira Beach Flood 3/20/58 36,000 3.15 
Orlando Utilities Com, £1. 3/25/58 12,500,000 3.214 
Palm Beach Co, School District #1 3/12/58 4,000,000 3.21) 
ifiami Beach Pkg. Revenue 3/12/58 1,850,000 4.069 
St. Petersburg Utilities 3/20/58 3,000,000 4.098 
Pinellas Co. Water Revenue 4/29/58 3,075,000 3.732 
Tampa Cap. Improvement 4/2/58 8,400,000 3.558 
Florida Keys Aqu. Com, 4/214 8 1,035,000 eA. 
Florida Keys Aqu. Com, 4/21/58 2,765,000 1A. 
Pahokee = Florida 2/5/58 1,565 ,000 NA. 

GDORGIA 
University Sys, Auth. 1/27/58 9,000, 000 NA 
Georgia Rur, Roads Auth. 1/14/58 17,500,000 3.108 
Chatham Co, School 1/21/48 1,500,000 3.00) 
Ware Co, School District 1/23/58 10,000 N.A. 
lare Co, School District 1/23/58 260,000 NA 
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LEGISLATION TO RELIEVE 


GEORGIA 


Bibb Co, School 

DeKalb Co, School District 
DeKalb Co, School District 
Atlanta Water Works Revenue 
Savannah Paving 

Savannah Sewer 

Savannah Water 

Brunswick Port 

Brunswick Port 

Brunswick Port 

Brunswick Port 

DeKalb Co, Fire 

DeKalb Co, Hospital 

DeKalb Co, Parks 

DeKalb Co, Roads 

DeKalb Co, Sewer 

Glynn Co, Port 

Glynn Co, Port 

Glynn UOe Port 

Glynn Co, Port 

Moultrie Building 

Moultrie Elec, Rev, 
Moultrie Elec, Rev. 
Moultrie School 

Moultrie Recreation 
Moultrie Street 

Cobb Co. Water & Sewer Revenue 
Gainesville - Georgia 


TDAHO 


Chubbuck Water 

Valley Co, School District #218 
Cassia Co, Hospital 

Aberdeen Water Revenue 

Lewiston Water & Sewer Revenue 


ILLINOIS 


Sangamon Co, School District #15 
Hardin Co, School District 

St. Clair Co. School District #113 
Winnebago Co, FPD 

De\litt Co, School District #57 
Stephenson Co, School District #203 
LaSalle Co, School District #12) 
Prairie DuPont San. 

Logan Co. 8chool District #72 
Harvard Sewer 

Lake Co, School District #86 
Highland Water Works 

Hancock Co, School District #320 
Vermilion Co, San. District 


UNEMPLOYMENT 


2/11/58 
2/4/58 


2/5/58 


1/15/58 
1/13/58 
4/14/58 
4/1/58 

4/14/58 


1/2/58 

1/ /58 

1/21/58 
1/13/58 
1/23/58 
1/22/58 
1/15/58 
Y/ /58 

1/17/58 
1/16/58 
1/22/58 
1/30/58 
1/164 8 
1/23/58 


2,225,000 
300,000 
1, 305 ,000 
3,000, 000 
572,000 
438,000 
117,000 
145 ,000 
40,000 
115,000 
75,000 
180,000 
1,405 ,000 
450,000 
2,090,000 
800, 000 
160,000 
145,000 
30,000 

0 ,000 
25,000 
125,000 
250,000 
210,000 
65,000 
60,000 
1,000,000 
1,030,000 


30,000 
435,000 
450,000 
100,000 
600,000 


185 ,000 
150,000 
50,000 
68,000 
475,000 
110,000 


635000 7 


63,000 
190,000 
190,000 
475,000 
365 ,000 
330,000 
400,000 


3.995 


N.A. 


N.A. 

3.722 
2-939 
4.368 
3.283 
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ILLINOIS 


Cook Co. School District #731/2 
Cook Co. School District #83 

Cook Co. School District #152 
Franklin Co, School District #110 
fadison Co, School District #7 
Whiteside Co, School District #150 
Bond Co, Schock District #1 
Tazewell Co. School District #102 
Farmington Gen. 

Cook Co, Forest District 

Cook Co, High School District #200 
Kane Co, School District #303 

Cook Co, School District #90 

Lake Co, School District #108 

Cook Co, TP High School District #207 
Cook Co. School District #6) 
Madison Co, School District #9 
Sangamon Co, School District #186 
Springfield Sewer Revenue 
Murphysboro Water & Sewer 

Flora Airport Authority 

Bushnell 

St. Clair Co. School District #33 
St. Clair Co, School District #160 
Grayville Gas 

St. Clair Co. School District #115 
Met. San, District of Chicago 

Flar Rock Water Works Revenue 

Jo Davies Co. School District #205 
Stephenson Co, School District #115 
Rock Island High School Vistrict #30 
Winnebago Co, School District #64 
Cook So, School District #101 
Cook Co, School District #127 
East St. Louis Gen. 

Decatur Park District 

Decatur Park District 

Northern Illinois University 
Gibson City Library 

Mascoutah Sewer & Water 

Rochester IP Road 

Bureau Co. School District 7115 
Cook Co, School District #57 

Cook So, School District #69 
Grundy Co, School District #75 
Lake Co. School District #75 

Lee Co, School District #170 

Macon Co, Mt. Zion School District 

Schuyler Co, School District #1 

Will Co, High School District #205 

Du Page Co, School District #13 


UNEMPLOYMENT 


1/29/58 
1/10/58 
1/27/58 
1/ /58 
1/20 58 
2/ (58 
2/ /58 
2/12/58 
2/ /58 


L./29/58 


425,000 
675 ,000 
670,000 
56,000 
875 ,000 
150,000 
145,000 
170,000 
115,000 
1,000,000 
2,000,000 
465 ,000 
985 ,000 
335,000 
950,000 
241,000 
2,200,000 
1,960,000 
5 ,€ 30,000 
1,700,000 
50,000 
113,000 
50,000 
110,000 
365 ,000 
75,000 


— Ao 


LEGISLATION TO RELIEVE 


ILLINOIS 


Du Page Co, School District #63 
Peoria Co. High School “istrict #206 
St. Clair Co, Cent. School District 
Tazewell Co,School District #50 
Whiteside Co. School District #13), 
Madison Co, School District #1) 
Illinois Toll Highway 

Chicago Conservation 

Chicago Sewer 

Chicago Street Light 

Chicago Subway 


INDIANA 


Franklin Improvement 

Gas City Sewer 

Newton Co, Hospital 

Columbus Mun. 

Shawaka Sch. City 

Monticello Water Works Revenue 
Milan SBC Revenue 

Indianapolis “Bridge 
Ionsville Water Works Refunding 
West Lafayette Sewer 

Pierceton Water Works Revenue 
Alexandria Sewer Revenue 
Aboite Civ. TP. School 

Aboite School TP School 

Cedar Creek Civ, TP 

Cedar Creek School TP 

Fremont Sewer Revenue 

Fremont Sewer Révenue 

Brown Co, SBC 

East Gary Fire 

Cynthiana Refunding Improvement 
Warsaw School City 

Jefferson TP Civ, TP 
Jefferson TP School TP 
Bloomfield School Town 
Evansville Airport 

Crawford Co, Courthouse 
Richmond San, District 
Anderson TP Civ. TP 

Anderson TP School TP 

Gary Fire Equip. 

Gary Street 

Indiana University Union 
Indiana University Union 

East Chicago Improvement 
Lawrenceburg Sewer 

New Haven Refunding & Improvement 
Greencastle Water Revenue 


25491 O 5&8 R4 


UNEMPLOYMENT 


4/23/58 
L/ /58 


4/9/58 
4/9/58 


1/23/58 
1/3/58 
1/6/58 
1/8/'8 
1/30/58 
1/29/58 
1/30/58 
1/7/58 


125,000 
72,000 
20,000 

120,000 
125,000 
150,000 

64,000,000 

450,000 
1,000,000 
4,000, 000 
2,000,000 


100,000 
27,,C0O 
200,000 
1,0,000 
400,090 
380,020 
1,280,000 
1,200,000 
143 ,006 
910,000 
134,000 
837,C00 
442,000 
442,000 
105,000 
105,000 
187,000 
80,600 
450,000 
30,000 
56,000 
125,000 
76,000 
114,000 
12,000 
150,000 
121,000 
1,656,000 
50,000 
73,000 
175,000 
396,000 
3,000,000 
3,100,000 
1,600,000 
110,000 
250,000 
530,000 
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1304 LEGISLATION TO RELIEVE UNEMPLOYMENT 

INDIANA 
Harris TP SBC Revenue 3/18/58 335,000 
Galveston Sewer Revenue 3/2 6/58 132 ,000 
Lancaster SBC Revenue 3/5/58 325,000 
Grabill Water Revenue 4/28/58 162,000 
Marion Co, Home 4/2/58 2,250,000 
New Albany Street L,/22/58 25,000 
Hanover Sewer Revenue ,/25/58 20,000 
Vincennes Sewer Revenue 4/24/58 875,000 
Bloomington Park 4/10/58 340,000 
Evansville Swimming Pool 14/2/58 400 , 000 
Delphi-Deer Creek School 4/21/58 1,,000 
New Albany Fld. Cont. 4/8/58 90, 000 
Berne-French SBC 4/2/58 350,000 
Greencastle SBC Revenue 4/29/58 1,540,000 
Hanover TP Civ. TP 4/2/58 71,000 
Hanover TP School TPF L/2h/58 71,000 

IOWA 
Glidden Swim Pook 34s 75,000 
Indianola Sewer 1/6/58 120,000 
Forest City - Leland 1/30/58 605 ,000 
Fort Dodge Street 1/7/58 68,000 
Des Moines Independent School District 1/9/58 5 5665 ,000 
Ottumwa Independent School District 1/13/58 750,000 
Grundy Center Street 2/10/58 27,000 
Council Bluffs Ppg. 2/27/58 330,000 
Grundy Center Street 2/10/58 12,000 
Mills Co, Courthouse 2/27/58 285 ,000 
Lynnville - Sully School District 2/19/58 425,000 
Marquette-McGregor School 2/28/58 310,000 
Eldera School District 2/1948 55,000 
Cresco Sewer 2/3/58 49,000 
Cresco Sewer 2/3/58 37,000 
Iowa Falls Street 3/3/58 10,000 
Humboldt Street 3/3/58 8,000 
Primghar Water Revenue 3/3/58 443 ,000 
Pella Sewer 3/18/58 9,000 
venterville Street 3/3/58 9,000 
College School District 3/7/58 120,000 
Indianola Independent School District 3/21/58 230,000 
Iowa Falls Street 3/3/58 5,000 
Oskaloosa Street 3/3/56 34, 000 
Fort Dodge Street 3/L/58 15,000 
Oskaloosa Street 3/3/58 18 ,000 
Des iioines “ire 3/3/58 175,090 
Spencer Independent School District 3/19/58 25 ® 
iit. Pleasant Independent School istrict 3/13/58 13h, 
Sioux Rapids School District 3/17/58 200,000 
Janesville School istrict 3/2),/58 93,990 
Clinton Street 3/ /58 75,0 
Des Moines “wim Pool 3/3/53 30 0 
Des Hoines Swim Pool ‘ 35( 
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IOWA 
Dubucue Sewer 3/748 4,000 N.A. 
Dubugue Sewer 3/7/58 5 ,000 N.A. 
Dubuque Street 3/7/58 1,000 NA. 
Conrad Sewer 4/28/58 62,000 NA. 
Camanche Water Revenue 4/11/58 23,000 N.A. 
Anamosa Swim Pool 4/10/58 90,000 N.A. 
Hartley Swim Pool 4/1L/58 55,000 2.933 
Logan Swim Pool L/ /58 40,000 3.132 
Gourney Swim Pool 4/2/58 85 ,000 2.573 
Grinnell Fire 421/58 80,000 WA. 
Badger TP School TI 4/3/58 40,000 2.538 
Centerville Independent School District L/ /58 65 ,000 2.93 
No. Fayette Co. School District ,/2/58 570,000 2.85) 
range TP 6chool District 4/8/58 200,000 2.828 
Clear Lake School District 4/29/58 800,000 20739 
Sioux City Sewer 4/14/58 16 ;000 3.933 
Sioux City Street 4/14/58 32,000 3.818 

KANSAS 
Waterville School District 1/ /58 157,000 N.A. 
Johnson Co, Olathe School District 1/ /58 508 ,000 3.181 
Sedgwick Co, School District #6 1/31/58 1,577,000 3.29 
Ness Co. Hospital District #2 2/ /58 80,000 NA. 
Quinter Swim Pool 2/ /58 60,000 NA. 
Geary Co, Bridge 2/10/58 200,000 N.A. 
Basehor School District 2/ /58 33,000 N.A. 
Wichita School District #1 2/6/58 5,000,000 3-142 
University of Wichita Revanue 2/3/58 500,000 3.964 
liberal Library 3/ /58 60,000 N.A. 
Lawrence Water & Sewer Revenue 3/4/58 1,000,000 32256 
Manhattan Improvement 3/4/58 1,0,000 2.231 
Manhattan Sewer 3/L,/58 47,000 2.231 
Hutchinson Sewer 4/11/58 179,000 2.165 
Hutchinson Street 4/11/58 709 , 000 2.165 
Downs School District 4/1/58 218 ,000 NA. 

KENTUCKY 
Boone Co, School Revenue 1/28/58 100,000 3.39 
Lexington School Revenue 1/9/58 375,000 3.228 
Johnson Co, Courthouse 1/21/58 300 , 000 3.390 
Caldwell Co. School Revenue 1/14/58 230,000 3.71 
Trigg Co, School Revenue 1/7/58 200 ,000 3.972 
Morehead Sewer Revenue 1/ /58 320,000 N.A. 
Jefferson Co, School Revenue 2/19/58 1,350,000 3.226 
Kentucky Highway, Bridge & Tunnel 2/25/58 35,000,000 3.00 
lincoln Co, School Revenue 2/18/58 250,000 32471 
Pikeville Water & Sewer Revenue 2/17/58 650,000 47 
Washington Co, School Revenue 3/18/58 20,000 3.552 
Washington Co, School Revenue 3/18/58 35,000 3.552 
Washington Co, School Revenue 3/18/58 135,000 3.552 


Paducah School Revenue 3/29/58 160,000 2.598 
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KENTUCKY 


Kenton Co, 


LEGISLATION TO 


Road 


Falmouth School 


Monroe Co. 


Knott Co, 


School Revenue 
School Revenue 





La Grange Water & Sewer Revenue 
Co, School Revenue 
Danville Sewer 


Jessamine 


LOUISIANA 


Gretna Sewer 


Je°ferson 
West 


Parish Garbage 


Dis 





Carroll Parish Industrial 


Livingston Parish School District 71 


Webster 


Union 


Caddo Parish S 





Parish School Dis 
Iberia Parish School District #2 
Parish School District #1 

ict, Parish-Wide 


School Distr 





trict #6 





Jonesboro Pub, Improvement 
LaSalle Parish School District #21 
Concordia Parish Road District 
Louisiane Yeterans Aid 
valcasieu Parish Drainage D rict 
Caleasieu Parish Drainage District 
Covington Lmprovenent=C 
Covington Improvement-D 

f 1 Improvement-E 
Covington improvenenteF 
Jefferson Parish Water District #3 
Jefferson Parish ‘Jater “istrict #3 
Lafayette Improvement-C 
Lafayette Improvement-D 
pnsayeuee Improvement=-E 
Rapides Parish School District #11 
Rapides Parish School Vistrict #52 
Vidalia Improvement=4 
Vidalia Improvement-B 
liew Orleans Assembly 
New Orleans Aviation 
New Orleans Juvenile Home 
New Orleans Library 
New Orleans Street 
New Orleans Water & Sewer 
Iberia Parish Improvement 
Winnfield Improvenent 
Bossier Parish Senool District 73 


E. Baton 


Terrebonne Parish 


Roi we 


touge School District #1 


Improvement 


St. Martin Parish School District 
Parish School District #26 
Parish Sewer District 


Calcasieu 


Terrebonne 
White Castle Water 


Works Revenue 


RELIEVE 


UNEMPLOYMENT 


3/6/58 

3/12/58 
3/19/58 
32 6/58 
3/31/58 
4/16/58 
4/22/58 


1/21/58 
1/22/58 
1/6/58 
1/29/58 
1/6/58 
1/15/58 
wo 

7758 
> 1/92 /cR 
4/65/90 


1/2/58 
1/22/58 
1/14/58 
1/2h/58 
1/23/58 
1/1/58 
1/11/58 
1/1L/58 
1/14/58 
1/27/58 
1/27/58 
1/11/58 
1/14/58 
1/58 
1/6/58 
1/6/ 58 
1/22/58 
1/22/58 
2/5/58 


2/5/58 
2/5/58 


2/5/58 
2/5/58 
2/5/58 
2/1348 
2/25/58 
c /6-458 
2/4/58 
2/12/58 
2/6/58 
2/4/58 
2/24/58 
3/5/58 


OW V1 

coke © 
LOuo 
“ 

oO 

88 


\ 
- 


66,000 
75,000 
125,000 
185,000 
500,000 
215,000 
600; 000 
7 $5004, 000 
120; 000 0 
120,000 
40,000 
1,000; 000 
480,000 
1,650,000 
195 ,000 
160,000 
20,000 
75,000 
625,000 
685 ,000 
1,500,000 
250,000 
250,000 
38,000 
300,000 
Ll, 000 
15,000 
200 ,000 
2,000,000 
a 10 5000 
100 , 00C 
2,200,000 
1, 200,00 
x ) 000 
60,000 
225,000 
10,000 , 000 
800, 000 
2,146, 001 
175 * 000 
170,000 
125 ,000 


2.811 
3276 


2 aol f 
3.948 


4.09 


Nee 


2 oc 
Jee) 


3.28 


ee 
3.256 
3.2! Lily 


2607 
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LEGISLATION TO RELIEVE 


LOUISIANA 
Ruston Water Works Revenue 
Louisiana Highway 
Lafayette Utilities Revenue 
Catahoula Parish School District #25 
Terrebonne Rec, District #6 
Opelousas Sewer 
De Soto Parish School District Ward 3 
Louisiana Highway 
Louisiana Highway 
Rapides Parish School District #1 
Rapides Parish School District #3 
Slidell Fire 
Slidell Sewer 
Slidell Sewer District #1-A 
Slidell Water Works 
Terrebonne Parish Sewer #8 
Beauregard Rd, District #1A 
West Carroll School District #1 
Webster Parish School District #8 
Vernon Parish School District #161 
Tangipahoa School District #107 
St. Bernard Parish School District #1 
Lafayette Parish School District #1 
Grant Parish School District #31 
Louisiana University A&M C 
Louisiana University A&M C 
Shreveport Street 
Baker Paving 
Gonzales Water, Gas & Sewer 
Shreveport ‘ater & Sewer 
Ascension Parish School District #2 
Ascension Parish School District #7 
Ascension Parish School District #8 


MAINE 
Sanford School 
York Water District Revenue 
Kermebunk Sewer District 
Portland Water District 


UNEMPLOYMENT 


3/3/58 
3/26/58 
3/18/58 
3/ 4/58 
3/17/58 
3/58 
3/ 5/58 
3/26/58 
3/26/58 
3/ 5/58 
3/ 5/58 
3/18/58 
3/18/58 
3/18/58 
3/18/58 
u/ 2/58 
L/14/58 
h/ 1/58 
4/10/58 
L/ 3/58 
Lf 1/58 


4/10/58 


1/ 6/58 
1/ 7/58 
Y/ 9/58 
u/ 9/58 
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MARYLAND 





Cecil nty Hospital 1/14/58 $ 300,000 2.63) 
Cecil County Schoo 1/14/58 1,000, 000 2.634 
S 


Cecil County 


Prince George Buil 


1 1/14/58 1,000,000 2.634 
ding 1/21/58 1,600,000 3. 327 
Prince George Hospital 1/21/58 1,500,000 30 327 
Prince George School 1/21/58 1,500,000 36 327 
Caroline County 1/28/58 1,000,000 20735 
Frederick County School 2/11/58 2,500, 001 2 























2. 
Baltimore Harbor 2/11/58 4, 250, 000 ee 
Wicomico County School 2/4/58 900, 001 2.881 
Hartford County School 2/18/58 1,500, 000 2.968 
Baltimore Infirmary 4/29/58 725,000 2.! 
Baltimore School 4/29/58 9, 200,000 2. 
Baltimore Recreation 4/29/58 350,000 26509 
Baltimore Recreation 4/29/58 f e509 
Baltimore Redevelopment 4/29/58 2.509 
Baltimore School _ 1/29/58 2.509 
Baltimore Sewer 4/29/58 2.509 
Baltimore Sewer 4/29/58 2509 
Baltimore Water 4/29/58 2.509 
Baltimore Water 4/29/58 2. 
Maryland General Construction L,/8/58 ee 313 
Maryland General Construction 4/8/58 2.31 
Washington Sanitation District 4/15/58 © 329 
lashington Sanitation District 4/15/58 30 329 
Washington Sanitation District 1/15/58 e 329 
Washington Sanitation District 4/15/55 30 329 
Maryland School 4/8/58 2.313 
Maryland School 4/8/58 2.313 
Anne Arundel County School 4/3/58 5,000, 0901 

MASSACHUSETTS 
Quincy Hospital 1/30/58 Oot 2.51! 
Wilmington School 1/23/ ( - 704 
Barnstable School 1/14/56 8) 25 
Hampden-WWilbraham School District 1/9/58 » 000, Or 36 
Chelmsford School 1/29/58 » 750,000 301 
North B Ss rict » 190, 000 el 
New Sale (0,0 ef 
Revere Mu 82,00 N.A, 
Boston 1, 5/6, 00 ee 
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LEGISLATION 


MAS 





Milford School 


lford School 


New Bedford Improvement 
Ne edford Im rement 
New Bedfford Improvement 


2/26/58 
2/26/58 
2/4/58 
2/4/58 
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TO RELIEVE UNEMPLOYMENT 
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LEGISLATION TO RELIEVE 


MICHIGAN 


Allen Park Highway 
Haven School Distric 


District 


@ 
eR 
<q 








Distr 
Oxford Area Community Sch District 
lle School Di 
Saline Area Sch 
South Redford Scho 





oleman Community School District 
« 


rommunity School District 


school District #2 


School District #11 








¢ 1 Di 

Th ownship Water Revenue 
etroit Paving 

Harper Woods General 

Port Huron Sewer 





umseh Highway 


n Water Revenue 








aha 
strict 
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° + T)4 » iA 
€ iswvrict 
Jewett School District 
Cc. ~+ . . r 7 ~ a t mn ¢ 
Saint Louis Water and Electr Revenue 














fattawan < District #26 
Memphis Community School District 
Beach School strict 
Harre Van School District 
nington School District 
Township School District #3 

I r School District 
Saint Clair Shores School District 

rilmore Township School District #4 
artland ¢ J istr t 


UNEMPLOYMENT 


1/7/58 

1/10/58 
1/29/56 
1/16/58 
1/29/58 
1/13/58 
1/7/58 

1/28/58 
1/29/58 
1/21 /58 
1/22/58 
1/22/58 
1/27/58 
1/15/58 
1/28/58 
1/9/58 

1/16/58 
1/15/58 
1/21/58 
1/7/58 

1/14/58 
1/22/58 
1/1/58 
1/14/58 
2/44/58 

2/3/58 

2/10/58 
2/17/58 
2/10/58 
2/18/58 
2/3/58 
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2/18/58 
7 /26/58 
2/11/58 
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2/13/58 
‘4/58 
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300,0 
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3,000,000 
390, 000 
600, 000 
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1,850,000 
1,650,000 
1,600,000 
600,000 
1,160,000 
310,000 
110,000 
500,000 
1,000,000 
160,000 
280,000 
500,000 
785 ,000 
320,000 
190,000 
26,000 
30,000 
15,000 
225,000 
115,000 
5 ,000, 000 
125,000 
50,000 
275,000 
2,000,000 
65 ),000 
350,000 
300, 000 
3,500,000 
135,000 
1,700,000 
1,00 , 000 
525,000 
130,000 
390,000 
1,750,000 
1,000,000 
1,900,000 
1,200,000 
1,50 dy 000 
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LEGISLATION TO RELIEVE 


TAA? 
LUA 


rion School District 





Saint Charles School District 


White Lake School District #5 





st Branch School District #6 
Park Improvement 

Park Improvement 
Rehabilitation 
Rehabilitation 

Sewer 

Sewer 





Brooklyn Center Park 
Brooklyn Center Sewer 
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Sch 1 Ti . 
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UNEMPLOYMENT 


L/1L,/58 
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4/3/58 


3/11/58 
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MINNESOTA 
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MISSISSIPPI 
Sardis Industrial 1/ /58 $ 67,000 NA. 
New Albany Industrial 1/ /58 265,000 3-518 
Ocean Springs School District 1/ /58 200, 000 3.68 
Mount Olive Generel Obligations 1/7/58 19,000 3.63 
Biloxi Street 1/27/58 50,000 3.476 
Tupelo Industrial 1/ /S8 150,000 N.Ae 
Tupelo Industrial 1/ /58 100, 000 N.A. 
Madison County Koad and Bridge 1/18/58 75,000 N.A. 
Claiborne County School District 1/5/58 500,000 32410 
Simpson County Courthouse 1/6/58 75,000 30431 
Columbia School District 1/14/58 650,000 3471 
Union County Supervisory District #3 1/7/58 265, 000 3.518 
Canton Utility 2/ /58 35,000 N.A. 
Marion County Welfare Building 2/21/58 78,000 2.833 
Jackson Improvement 2/12/58 300, 000 3- 355 
Jackson Municipal School District 2/12/58 1,750,000 3. 381 
Rankin County School 2/17/58 1,258,000 3. 389 
Aberdeen Industrial 2/24/58 725,000 3.39 
Kosciusko Industrial 2/4/58 188,000 3-19 
Moorhead Street 2/28/58 110,000 3.428 
Monroe County Supervisory District #1, 2/2/58 475,000 34% 
Tishomingo County School District 2/44/58 80,000 3.464, 
Corinth Industrial 2/13/58 575,000 3- 606 
Copiah County Road and Bridge 3 /58 110,000 NA. 
Brookhaven Refunding 3/ /58 181,000 N.A. 
Flowood Water 3/28/58 21,000 N.A. 
Long Beach School District 3/25/58 350,000 N.A. 
Flowood Water Works Revenue 3/28/58 21,000 N.A. 
Mississippi School 3/6/58 20,000, 000 2.681 
Leflore County Courthouse 3/28/58 90,000 3.03 
Pontotoc County Industrial 3/17/58 125,000 3. 390 
Meridian Municipal School District 3/19/58 2,500,000 32650 
Greenwood Electric Revenue 3/5/58 3, 300, 000 3.673 
Meridian Water and Sewer Revenue 3/19/58 3,500,000 4.085 
Newton County Supervisory District #1 3/26/58 65,000 3-58 
Water Valley Improvement 3/4/58 50,000 Le?2 
Hinds County Park Revenue 3/5/58 1,000,000 3.953 
finds County Park Revenue 3/5/58 600, 000 30953 
Attala County Hospital 4/23/58 350,000 2.968 
Tunicia County Industrial L/7/58 55,000 3.12) 
Itawamba County Refunding L/ /58 175,000 N.A. 
Decatur Water Works 4/1/58 18,000 N.A, 
Dekalb Water Works L/ /58 15,000 N.A. 
Starkville Sewer L/ /58 30,000 NA. 
Sharkey County School District 4/21/58 275,000 3.279 
Starkville School District L/ /58 1,00, 000 32 339 
Moss Point School District L/ /58 60, 000 N.A. 
Chickasaw County Supervisory District L/7/58 20,000 22990 
TR é 4 / 7 NA 
MISSOURT 
Franklin County School District #R-10 1/1/58 170,000 N.A. 
Malden Electric Revenue 1/22/58 203, 000 NA. 
Dunklin County School District #8 1/ /58 35,000 NA. 





1316 LEGISLATION TO RELIEVE UNEMPLOYMENT 





















MISSOURI 
Jefferson County Hospital Association 1/ /58 § 100,000 N.A. 
Franklin Fire 1/ /58 58,000 NA, 
Newburg Fire 1/ /58 12,000 N.A, 
Hartville School District #R-2 1/ /58 40,000 N.A. 
Maries County School District #8 1/ /58 39 ,OG0 N.A, 
Newburg Water Works 1/ /58 40,000 N.A. 
Chillicothe Sewer 1/20/58 145,000 2.968 
Franklin County School District #R-l1h 1/ /58 160, 000 N.A. 
Carroll County Library 1/1/58 60,000 NeA. 
Missouri State Building 1/15/58 55,000,000 2. 337 
Eureka Water Works if /58 50,000 NA. 
Saint Louis City School District 1/14/58 4, 395,000 2.502 
University City School District 1/16/58 2, 200, 000 2.57h 
Osage County School District #1 1/16/58 115,000 3059 
Sedalia Water Revenue 1/30/58 2,700,000 N.A. 
Gasconade County School District #R-2 2/ /58 25,0 ) N.A. 
Gasconade County School District #R-3 2/ /58 7C 000 N.A. 
Senath School District 2/ /58 35, 00 N.A. 
Ste. Genevieve Bridge 2/ /58 25, 001 NLA. 
Jackson County School District fl 2/ /58 500,000 3, 268 
Higbee Fire 2/ 768 6,00 N.A. 
Washington Fire * 2/ /58 58, 000 NA. 
Pitcher-Fairview School District 2/ /58 200, 000 N.A. 
Bowling Green Water and Sewer 2/ /58 2h , OO NA, 
Forest City Levee District 2/ /58 82,000 N.A, 
Christian County School District #7 2/ /58 50, 00% 
Independence School District 2/13/58 600, 00 
Fulton Electric Revenue 2/19/58 200,000 
Jackson County Water District fl 2/20/58 500, 001 ) 
Kansas City School District /) (11/58 7,000,000 2.660 
North Kansas City " School District o/ié 8/58 1, 200,000 32033 
Joplin Sewer 2/24/58 1,450,000 3.045 
Saint Louis County School District #R-9 2/6/58 355,000 3. 27 
aint Louis County School District Ritenour 2/25/58 1, 000, 000 3.418 
Sikeston Electric Reveme 2/17/58 1,600, 00 36h, 
Poplar Bluff Electric Revenue 2/10/58 l, 100, 00¢ 3.622 
Jackson County Water District #1 2/20/58 le 29 
Saint Lovis Various Buildings 2/18/58 2.751 
Saint Louis Various Buildings 2/18/58 2.751 
Clay County School District #64 3/ /58 N 
Riverview Gardens School District 3/ /58 
St. Charles County School District #33 Vf /58 
La Monte Water and Sewer Revenue 3/ /58 
Springfield Sewer 3/19/58 ce 
Columbia School District 3/12/58 2.877 
Affton School District 3/27/58 3. 358 
Jonesourg Water Works Revenue L/ /58 N.A. 
Jefferson City Improvement 1/7/68 1,000,000 2-654 
MONTANA 
Yellowstone County School District #41 1/4/58 LS, 00 N.A.- 
Powell County High School District 1/17 /'50 700,00 N.A. 
Kalispell Improvement District #29) 1/16/58 110,00 NA. 
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MONTANA 


Great Falls Improvement District 
Whitehall Water 

Lincoln County School District #1 
Missoula Improvement District Sewer 
Missoula Improvement District Street 
Bozeman Various Improvement District 
Great Falls Improvement District 
Mineral County Schocl District #2 
Lewis and Clark Counties Gen. Obligations 
Chinook Special Improvement District 
Great Falls Improvement District 
Flathead County High School District 


NEBRASKA 


NEVAI 


Beatrice Sewer Revenue 

Clay Center Swim Pool 

Lincoln County School District #37 
Saunders County School District 
Dakota Water 

Custer County Paving 

Kimball County Paving 

Kimball County Paving 

Thomas County School District #6 
Utica Sewer 

Polk County School District #72 
Schuyler Sewer 

Emerson Paving 

Grant Water Reveme 

Dakota City Electricity and Water 
Schuyler General Revenue 

Oakland Water 

Hamilton County School District #91 
Buffalo County School District #7 
Sarpy County School District #37 
Pierce Swim Pool 

Lincoln Sewer 

Norfolk Sewer Revenue 

Wayne Hospital 

Alliance Paving 

Alliance Paving 


A 

Clark County General Obligations 
Washoe Cgunty School District 
Lyon County School District 
Clark County School District 


HAMPSHI RE 

Central New Hampshire Turnpike 
New Hampshire Armory 

New Hampshire Capital Improvement 
New Hampshire Highway 

New Hampshire Highway 


UNEMPLOYMENT 


2/3/58 

2/28/58 
2/10/58 
2/17/58 
2/17/58 
3/19/58 
3/24/58 
3/1/58 

Y14/58 
3/13/58 
4/28/58 
4/22/58 


1/13/58 
1/ /58 
1/15/58 
1/ /58 
1/ /58 
1/ /58 
1/ /58 
1/ /58 
1/ /58 
i/ /58 
2/ /58 
2/ /58 
2/ /58 
2/ /58 
2/ /58 
2/ /58 
3 /58 
if /58 
3/ /58 
3/20/58 
3/5/58 
4/17/58 
4/ /58 
4/ /58 
4/10/58 
4/10/58 


1/2/58 

1/21/58 
2/11/58 
4/10/58 


1/30/58 
1/30/58 
1/30/58 
1/30/58 
1/30/58 


$ 70,000 
30,000 
135,000 
380,000 
71,000 
582,000 
120,000 
17,000 
500,000 
6,000 


300, 000 
690,000 


375,000 
50,000 
420,000 
25, 000 
35, 000 
40,000 
50,000 
22,000 
0,000 
80,000 
287 , 000 
19,000 
10,000 
80,000 
45,000 
1, 254,000 
88,000 
125,000 
980,000 
472,000 
33, 000 
1,000,000 
200, 000 
150,000 
125,000 
55,000 


3, 000, 000 
2,500,000 

550,000 
4,000, 000 


5,850, 000 

325, 000 
1,600,000 
1,500,000 
2,500,000 
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STATEMENT OF THE AMERICAN BANKERS ASSOCIATION 


The American Bankers Association has been gratified to note that the study 
of the Board of Governors of the Federal Reserve System confirms the fact 
that the short and intermediate term credit needs of small business are being 
adequately met by commercial banks. 

We think that the first two volumes of the Federal Reserve study have al 
ready made an important contribution to understanding of the issue by focus 
ing attention on the real financing problem of small business, the lack of equity 
capital. Generally speaking, commercial banks are not authorized to supply 
equity funds. However, the association would like to offer such observations 
and recommendations as are suggested by experience in the commercial bank 
ing field. 

The association has been very much interested in proposals made in the last 
year to stimulate the flow of equity capital to small business. In view of this 
interest, Mr. Joseph C. Welman, president of the association, appointed a special 
ABA subcommittee under the chairmanship of Kenton R. Cravens, president of 
the Mercantile Trust Co., St. Louis, for the purpose of examining this problem 
and determining how it might be met consistent with the principles of the free 
enterprise system and sound financing practices. The special subcommittee’s 
recommendations have been approved by the governing body of the associaticn 
and form the basis of the views expressed in the statement. 

We believe that we can be most helpful by stating a few general principles 
and certain specific recommendations which, in our view, should be incorporated 
in any legislation of this kind. 

To start an effective program of equity financing for small business as quicky 
as possible, existing development credit corporations should be used. The pro 
gram authorized should take full advantage of existing local organizations 
familiar with the business and economic conditions in their respective com- 
munities. Moreover, keeping the program on the lecal and State level will 
maximize the participation of private local capital and resources. The interest 
shown in the creation of State and local development credit corporations offers 
convincing evidence of the vitality of this movement. 

To accomplish these objectives, Federal legislation should temporarily stimu 
late the flow of investment funds through existing development credit corpora 
tions and encourage the creation of additional development credit corporations 
where needed. 

Any long-range, constructive solution to the need of small business for equity 
and long-term capital financing should basically depend on the availability of 
and access to the resources of private financial institutions and investors, and 
any governmentally sponsored program should be intended as a temporary stimu 
lant and supplement to private financial facilities for financing small business 

The primary source of any equity funds needed to inaugurate any such pro 
gram should be local private financial resources 

The responsibility for the management and administration of any instru 
mentality created to carry out any such program at the State or local level 
should lie with local private citizens. 

There are certain other general principles which we believe merit the atten 
tion of Congress in the drafting of this legislation. 

This program should be administered by an existing governmental agency 
The creation of a new agency would be costly and would delay the benefits to 
be derived from any program. The agency designated to carry out this program 
should be the only agency authorized to furnish small business financing. The 
regulations or criteria established by the Federal supervisory agency should be 
broad in scope so that the program in the State or local development credit 
corporations will not be handicapped or delayed by restrictive requirements. 

Federal funds should not be used directly or indirectly for the purpose of 
stimulating or aggravating interstate competition with respect to the location or 
relocation of small business, 

To accord with the general principles stated above. the legislation in our view 
should embody the following specific features: 

(1) Provision should be made for the incorporation under Federal law of 
development corporations to act as a source of capital funds for small business 
Provision also should be made for terminating the life of such Federal corpora 
tions after a period of 3 years during which the legislatures of the several States 
may appropriate legislation provide for the incorporation of corporations of com 
parable character and purpose at the State level. 
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(2) Such development corporations, whether incorporated under State or Fed- 
eral law, should be eligible to borrow appropriated funds from a presently exist- 
ing Federal agency which would be designated to institute and maintain the pro- 
gram. The maximum amount of Federal funds which may be on loan to any such 
development corporation should be limited as follows: 

(a) Subordinated debt (in lieu of purchasing equity shares) not to exceed 
an amount equal to capital and surplus of the development corporation. 

(b) Unsubordinated debt not to exceed an amount equal to funds provided 
by banks and other private lenders. 

The development corporation should pay interest to the Federal lender at a 
rate equal to the pravailing rate on long-term Government borrowings, plus a 
premium of 1 percent to the extent the premium is earned. These loans should 
have a maturity of not more than 10 years with renewals limited to an addi- 
tion 10 years. Conditions attached to the making of such loans should include 
covenants by the borrowing development corporation that it would not pledge, 
mortgage or make distribution of any of its assets except payment of dividends 
in the ordinary course of business, and that it would not use the proceeds of the 
loans of Federal funds except for the purpose of making loans to small business 
with not more than $250,000 being on loan to any individual small business 
borrower. 

(3) No Federal funds should be invested in stock, but the use of Federal funds 
should be limited to the making of loans to development corporations formed or 
to be formed with private capital. Purchase of equities in small businesses by 
development corporations should be limited to funds supplied by private sources. 

(4) There should be some ceiling on the aggregate amount which may be on 
loan to various development corporations located in the same State. A limita- 
tion of $200,000 for each 100,000 population would appear to be a fair and reason 
able ceiling. 

(5) The total amount authorized for the program should not exceed $500 mil 
lion. In our view, section 13b of the Federal Reserve Act should be repealed 
and the funds presently held under that section should be made available for use 
as a revolving loan fund for subordinated loans to be made to development cor- 
porations. In practical effect then, this fund of some $27.5 million would repre- 
sent the Government’s maximum investment in the equity of such development 
corporations. However, the Government would not actually purchase equity 
shares. 

(6) The Federal administering agency should be appropriately empowered 
fo— 

(a) Grant or deny applications for charters for development corporations 
to have existence for a limited period: 

(b) Establish criteria with respect both to the borrowing and lending by 
such corporations in accordance with standards prescribed by the Congress; 
and 

(c) Exercise supervisory and examination power over all federally char- 
tered development corporations and such State-chartered development cor 
porations as become borrowers under the program 

(7) While Congress should not grant federally chartered development corpo 
rations local tax immunity as governmental instrumentalities, both State and 
federally chartered development corporations should be given appropriate spe 
cial treatment under the Internal Revenue Code We suggest that they be 
treated in a manner generally comparable to regulated investment companies 
and that they be permitted to establish deductible reserves for losses adequate 
to insure the liquidation of their indebtedness. This might well require as 
much as 50-percent reverse (with appropriate maximum ceiling) particularly 
in the initial stages of the program 

(8) Amendment should be made to the National Bank Act and the Federal 
Reserve Act so that the capital stock of State or federally chartered development 
corporations, wherever situated, may be lawfully purchased by national banks 
and State member banks insofar as Federal law is concerned 

(9) The Internal Revenue Code should be amended so that private lenders 
which make loans to development corporations may establish and maintain 
a separate deductible reserve for losses on such loans. As in the case of re 
serves established by the corporations, a reserve of as much as 50 percent 
(with appropriate maximum ceiling) may be required to provide incentive 
for private investment 

(10) We believe that there is no justification for creating a new Federal 
bureau to institute and administer the program. Of the existing agencies, the 
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Federal Reserve System is best equipped, in our judgment, to implement such 
a program and, therefore, we recommend that it be named as the Federal 
administering agency. If the Federal Reserve System should not be designated, 
we believe the new functions should be assigned to the Small Business Adminis- 
tration. In that event, we also recommend that provision be made to terminate 
the present short and intermediate term lending operations of the Small Busi- 
ness Administration so that its lending activities would be confined to furnish- 
‘ng equity capital and long-term loan capital. 
In making the foregoing specific recommendations, the association has borne 
in mind three primary factors 
(1) That there is real need at this time to stimulate the availability of 
capital funds to small business ; 
(2) That the taxpayers’ money should be used for such purpose to the 
least extent possible; and 
(3) That the banking system should participate in the program to the 
greatest extent possible consistent with sound banking practices. 
We believe that our recommendations are consistent with these enumerated 
factors and that they point the way to establishment of a sound and effective 
program for meeting the present long-term capital needs of small business. 


STATEMENT BY TYRE TAYLOR, GENERAL COUNSEL, SOUTHERN STATES INDUSTRIAL 
COUNCIL, COMMENTING ON RELIEF OF DISTRESSED AREAS 


On its face, a domestic version of the point 4 program presents a strong appeal. 

On April 9, 1957, of course this was before there were any visible signs of the 
present recession, the council told the Senate Committee on Banking and Cur- 
rency that “the labor surplus problem is a very real one in many areas of the 
United States.” It noted the existence of this problem in Alabama, Kentucky, 
Maryland, North Carolina, Oklahoma, Tennessee, Virginia, and West Virginia. 
Since then, the number of such areas has markedly increased. 

Moreover, since we are spending hundreds of millions of dollars annually to 
improve economic conditions and living standards all over the free world (and 
in some countries that are not so free), it would seem that ‘we should be able 
to take care of our own. Charity—if this can be called charity—should begin 
at home. 

Yet granting all this and more that could be said in support of the pending 
bills, I wonder, quite apart from the need for economy, whether this is a proper 
activity of the Federal Government 

Such a program would represent a subsidy paid by the taxpayers of all the 
Nation for the benefit of the people of a particular area or areas. In this sense, 
it would be like TVA. The people and industries of the Tennessee Valley benefit 
by having cheap power, but this benefit is paid for by all the taxpayers. The 
question may, therefore, be fairly raised: Is it ever sound, long-range public 
policy to tax all the people for the benefit of a few? We respectfully submit that 
it is not. 

Most of the bills provide that the redevelopment of an area shall not be under- 
taken if it would “cause a transferral to, or relocation in, any plant or facility 
otherwise conducted by the borrower so as to effect a significant reduction in 
employment in any other area within the United States.” 

This, of course, represents an effort of sorts to meet one of the most frequently 
heard objections to this type of Federal program, namely, that the Federal 
Government would be using its resources and influence to locate industries in 
one State or section rather than another. It may be doubted, however, whether 
it does, in fact, meet it. Take a situation familiar to all of us, that of the com- 
pany which wishes to expand its operations and proposes to construct a new and 
additional plant. Many communities, including redeveloped areas, would be in 
competition for such a plant. Its construction in a redeveloped area would 
cause no “significant reduction in employment in any other area within the 
United States” because it is new. Yet in this competition, the area redeveloped 
at Federal expense would have a head start over the ordinary community be 
cause it could offer advantages which the ordinary community is in no position 
to offer. These might include everything from abnormally low rents on 
machinery and equipment to low-cost housing. 

Again we have what seems to us to be at least an inequity, namely, all the 
people of the United States, including those in communities which tried un- 
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successfully to get the new plant, paying a part of the expense of their successful 
competition 

But the problem exists and something obviously must be done about it. Saying 
and believing—as we do say and believe—that this type of program is not a 
proper activity or function of the Federal Government does not mean that 
nothing can or should be done. In its declaration of policy adopted last May, 
the council states: 

“Solution of the problem of economically distressed areas will not be found 
in Federal subsidies or pump priming. Rather, it will be found in the dynamic 
operation of our Free enterprise system and preventive planning and coopera- 
tion of business, labor, and civic organizations.” 

We believe that, in general, prolonged and substantial unemployment will 
normally be corrected through the dynamic workings of a flexible and changing 
economic system. But in some instances, it won't. When the Union Pacific 
Railroad was pushed through to the Pacific, many towns located a few miles 
away from the railroad became ghost towns, with no business, no hope, and no 
future. Destiny—in the form of cheap rail transportation—had simply passed 
them by. Did this mean that the people of those towns were without hope and 
without a future unless Uncle Sam moved in with a subsidized redevelopment 
program’ Of course it didn’t. They simply moved to the new towns which 
were springing up everywhere along the railway and started over in a more 
favorable location It never occurred to anyone that it was the responsibility 
of the Federal Government to subsidize and maintain them in a location that 
had become economically untenable. 

We believe and respectfully suggest that aggressive privately sponsored pro 
grams of planned migration can be made te help tremendously, not only with the 
immediate problem of these economically distressed areas, but with the longer 
term problems which will be posed by change and automation 

Thank you. 


THE AMERICAN ASSOCIATION OF PORT AUTHORITIES, IN¢ 
Washington, D.C., May 21, 1958 
Hon. BRENT SPENCE, 
Chairman, Committee on Banking and Currency, 
House of Representatives, Washington, D.C 

DEAR MR. SPENCE: With reference to H. R. 11474, to expand the public facility 
loan program of the community facilities administration of the Housing and 
Home Finance Agency, this is to respectfully request that there be placed upon 
the record of the hearings resolution No. D-3 of the American Association of 
Port Authorities attached 

The seaports of the United States, with few exceptions, are the result of 
local public financing, and the public agencies responsible for their development 
under city and State auspices are keenly competitive each with the other 

It is the consensus of our industry that Federal financing such as proposed 
under H. R. 11474 would severely disrupt the entire port terminal industry, the 
impact of such a program on normal channels of finance under which the com 
petitive ports of the Nation have been built resulting in economic chaos 

In the light of our attached resolution, we would snggest that H. R. 11474 be 
amended specifically to exclude commercial marine terminals from the financing 
proposed, offering for your consideration the following language 

202 B, subdivision 6: “No financial assistance shall be extended under this 
section for the construction, repair, or improvement of commercial marine 
terminal facilities.” 

We are hopeful that the committee in its wisdom will consider the impact of 
this legislation upon competitive situations such as ours in the field of State 
and municipal public works 

Respectfully submitted 

P. A. AMUNDSEN, Evrecutive Director 


RESOLUTION ID-3—Oppostne Apoprion oF ANY GENERAL PoLicy oF FEDERAI 
SUBSIDIZATION OF MARINE TERMINAL FACILITIES 


Whereas it is and should be the objective of State and municipa! boards. 
commissions, and authorities engaged in the operation of marine terminal 
facilities to provide modern and adequate facilities to the maximum extent 
practicable upon a_ self-supporting basis and with the least possibile burden 
upon taxpayers: and 
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Whereas substantial progress toward this desirable objective has been made 
during the past 2 decades by improving accounting methods, better determina- 
tion of actual costs, and in certain cases by regional agreements for the stand- 
ardization of practices and charges and the exchange of information made with 
the approval of the United States Maritime Board under section 15 of the 
Shipping Act; and 

Whereas persons interested in the operation of marine terminal facilities have 
suggested that the Federal Government should embark upon a program of 
subsidizing port construction and improvement with Federal funds: and 

Whereas any such program would be disastrous to the progress made toward 
placing marine terminal facilities upon a self-supporting basis and would result 
in unfair competition between ports and facilities subsidized with Federal funds 
and those not so subsidized, and would lead to further Federal regulation of 
marine terminal operations, and would place additional burdens upon Federal 
taxpayers: Now, therefore, it is 

Resolved, That the American Association of Port Authorities respectfully 
urges Congress not to adopt any general policy or program for the Federal 
subsidization or financing of commercial marine terminal facilities, whether 
publicly or privately owned (other than the policy and program which it has 
adopted and followed in the past and which limits Federal aid and financing 
in that field strictly to the establishment, construction, and maintenance of 
channels, breakwaters, and other aids to navigation) ; and 

Resolved, That copies of this resolution be forwarded to such Federal offi- 
cials and Members of Congress as may be appropriate. 

(Adopted by vote of 29 to 6, United States corporate members only voting, 
46th annual meeting and convention, New York, N. Y., October 25, 1957.) 


THE ASSOCIATED GENERAL CONTRACTORS OF AMERICA, INC., 
Washington, D. C., May 22, 1958. 
Hon. BRENT SPENCE, 
House of Representatives, 
Washington, D.C. 

Deak Mr. Seence: The Associated General Contractors of America, repre- 
senting more than 7,000 of the Nation's leading general contractors and who 
annually perform more than 80 percent of the contract construction volume, 
appreciate the opportunity afforded to present the views of this association 
with respect to S. 3497, known as the Community Facilities Act of 1958. 

We endorse the general principle contained in this bill as we believe it to 
be in the public interest. However, it should be pointed out that an amend- 
ment providing for Federal predetermination of prevailing wages which appears 
in section 206 was added on the Senate floor during debate. This same amend- 
ment was considered and previously rejected by the Senate Banking and Cur- 
rency Committee when it exhanstively studied this measure earlier this year. 

Also, we note that there is no provision in this bill for competitive bidding 
in the award of construction contracts for expansion of community facilities 
contemplated by this proposal. We suggest that amendment be made in the 
present wording of S. 3497 and any other proposal of this nature before your 
conunittee, similar to that contained in section 5 of title 41 of the United States 
Code, to promote free and open competition for public facilities construction 
proposals by State and local agencies and permit contract awards to the lowest 
qualified biddder 

Enclosed is a booklet published by this association which describes the advan- 
tages of the “contract method” of construction, and its desirability and useful- 
ness in the past on Federal, State, and local public works. 

Sincerely yours, 
JAMES D. MARSEBALL, Evecutive Director 


PROPOSED AMENDMENT TO 8. 3497 
Proposed by the Associated General Contractors of America, Inc. 


Sec. 205. (4d) Each “public works” and “public facilities” project as defined 
in section 205 (b). the construction of which is to be assisted under the provi 
sions of this Act, if the entire cost of which is estimated to exceed $20,000, shall 
be constructed by contract, only after being advertised by the contracting agency 
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for proposals by qualified construction contractors, a sufficient time previous to 
the award of contract, and specifications and drawings shall be supplied to 
permit such full and free competition as is consistent with the type of facility 
to be constructed. ' 

All bids shall be publicly opened at the time and place stated in the adver- 
tisement and award shall be made with reasonable promptness by written no- 
tice to that responsible bidder whose bid conforms to the invitation for bids, 
which will be most advantageous to the contracting agency, price and other fac- 
tors considered: Provided, That all bids may be rejected when the contracting 
agency determines that it is in the public interest so to do. 


CITY OF PARMA, 
Parma, Ohio, May 26, 1958. 
The CONGRESS OF THE UNITED STATES, 
Washington, D. C 


Dear Sirs: In February I recommended to council that we proceed with a 
planned works program of our own, utilizing needy unemployed family heads 
to do the work wherever possible. This we are now doing, having reached the 
limit as to what our finances will allow, applications continue to come forth 
with new layoffs in many industries 

I would urge that you seriously consider legislation for a public works pro- 
gram whereby outright grants could be provided with a possible participation 
by local governments, employing unemployed family heads on projects as out- 
lined in Senate bill S. 3497. It would achieve two things in that many unem- 
ployed would become gainfully employed and self-sustaining thereby giving 
them the purchasing power necessary to bolster our economy and at the same 
time help communities throughout our Nation in solving their problems and 
correcting many Of the conditions that exist within these communities 

The following is a copy of a letter sent to Mr. Michael Feighan dated Febru 
ary 26, 1958: 

“The city of Parma as you well know has experienced a tremendous popula- 
tion growth in recent years The 1950 census showed a population of 28,892 


A 


Today Parma is home to approximately 72,000 people. 

“This increase is in the main younger folks with families seeking to remove 
themselves at least a little distance from the noises and rush of the large city 
The homes purchased by these residents have been financed in a good majority 
by GI and FHA loans creating a vested interest for the Federal Government. 

“An influx of younger couples and their children add many problems to any 
community, particularly water, sewer, park, and recreation facilities. Water 
and sewer facilities, absolutely essential to public health. Park and recreation 
facilities, an absolutely necessary aid in combating juvenile delinquency. 

“May I respectfully request your checking any existing Federal grants for 
which we may be eligible, or the possible institution of the necessary action 
to make funds of this type available. Our thinking is of a cooperative program 
whereby as many of our 2,000 unemployed people as possible could again be 
gainfully employed. This would restore the purchasing power so badly needed 
at this time to bolster our economy 

“Any action along these lines at this time could forestall and perhaps elimi 
nate what appears to be a wild depression both locally and nationally.” 

Very truly yours, 
JOSEPH W. Kaper, Mayor 


CITY OF PARMA, OHIO, 
Parma, Ohio, February 14, 1958 


SEWER PROBLEMS FROM THE CITY OF PARMA 


GENTLEMEN: The city of Parma in the last 10 years has experienced a phe 
nomenal growth, as the population census of 1950 show a population of 28,897 
Our estimated population as of the first of 1958 is around 70,000 and it is an 
ticipated that by 1960 the population will be well over 80,000 

Such a growth of tripling the population within 10 vears presents an almost 
impossible problem of providing sanitary sewer facilities. In 1950, Parma had 
satisfactory sanitary sewer facilities for the developed allotments, with approxi 
mately 10 percent of their vacant lots available for building and a fairly ade 
quate trunk sewer system for a 50 percent increase in land development. But 
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our growth in the last 7 years has been faster than our physical and fiancial 
ability to cope with, so today finds us in a position of having outgrown our 
sanitary trunk sewer facilities, thereby restricting our potential growth, and in 
some spots due to the density of septic tanks, have a sanitary health hazard. 

The city of Parma has a voted $5 million sewer bond issue now in operation, 
having spent and committed about half of it to date and the remaining to be 
spent as fast as we can handle the work, short of a crash program. This im- 
provement and expenditure is only enabling us to partially relieve our present 
overloaded trunk sewers, with nothing toward improvement for future devel- 
opment. 

Attached hereto is a map of the southwesternly part of Cuyahoga County. 
Ohia, showing the city of Parma and surrounding villages, with the existing 
and proposed trunk sewer system shown. 

Respectfully submitted, 
FRANK W. Kasses, City Engineer. 


CITY OF PARMA, OHIO, 
Parma, Ohio, February 17, 1958. 
Subject : Recreation and park facilities in Parma. 

Gentlemen: Parma’s rapid growth has had a deleterious effect on school and 
recreation facilities. The financial strain of trying to keep up with the 2,000 
new students each year has compelled the school board to alter its facilities. 
On school sites that formerly had spacious play areas, school additions have 
eaten up the space provided for recreation. 

Thus, the city park areas have taken on added stature. The city had great 
difficulty in passing bond issues and levies for park and recreation purposes, 
because of the heavy bond and levy drives. The junior and senior high schools 
that contain craft rooms and gymnasiums with locker facilities are used very 
heavily by adult aducation and after-school programs, such as canteens, and 
athletic programs. 

This city needs at the present time, three recreation centers which would pro- 
vide the needed clubrooms for meetings; gymnasiums for adult and nonpublic 
school participants in athletic programs; craft rooms for leatherworking, 
ceramics, mirror grinding, gem cutting, and many other such activities; a badly 
needed indoor swimming pool; additional auditorium facilities for special pro- 
grams and dramatic activities; outdoor facilities for baseball, softball, tennis 
courts, volleyball, badminton, handball, and other summer programs; ice rinks 
for public skating and hockey are also needed by the city. 

The population pressure has become specially grave in the northern half 
of the city wherein fields and wooded areas have become homes and commercial 
enterprises leaving no play areas in some districts. 

Yours truly, 
LESLIE A. MORGAN, 
Recreation and Parks Commissioner 


NATIONAL ASSOCIATION OF COUNTY OFFICIALS, 
Washington, D. C., May 28, 1958. 
Hon. BRENT SPENCE, 
Chairman, House Banking and Currency Committee, 
House Office Building, Washington, D. C. 

Dear Sir: On behalf of the National Association of County Officials, I should 
like to submit a statement in support of H. R. 11474, a bill introduced by you to 
expand the public facilities loan program. 

Our association is a private, nonprofit organization representing about 6,000 
elected and appointed county officials in 47 States and the Territory of Hawaii. 
We maintain a Washington office at 1001 Connecticut Avenue. 

The measure under consideration is an antirecession bill which would greatly 
expand the present community facilities loan program. It was introduced by 
Representative Spence. Under terms of the bill Federal funds up to a maximum 
of $2 billion would be made available for loans to States, counties, and other 
political subdivisions of the States at interest rates set at one-fourth of 1 per- 
cent above the average rate on all Government debt. Loans would be available 
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for construction, repair, and improvement of streets, sidewalks, highways, park- 
ways, bridges, parking lots, airports, and other transportation facilities; public 
parks and other public recreationai facilities; public hospitals; rehabilitation 
and health centers; public refuse and garbage disposal facilities; water, sewage 
and other sanitation and public-utility facilities; public police and fire-protec- 
tion facilities; public schools, libraries, offices and other public buldings; and 
public land, water and timber conservation facilities. These loans would be 
made available to any political jurisdiction which was unable to borrow at rea- 
sonable rates of interest. The proposed interest rate of one-fourth of 1 percent 
seems to be fair. It appears not to involve any subsidy on the part of the Gov- 
ernment. It takes into consideration the average cost of all Federal borrow- 
ings and adds one-fourth of 1 percent for administrative costs. This reim- 
burses the Government for its out-of-pocket costs. 

Although NACO does not have a definite policy statement covering this spec 
ific proposal, we are on record as favoring the recommendations of the Presi 
dent’s Commission on Intergovernmental Relations. The National Association 
of County Officials had the honor to be represented on the Advisory Committee 
on Local Government of this very important group by the Honorable G. A. 
Treakle, county commissioner fron: Portsmouth, Va., and a former president of 
NACO 

On the subject of intergovernmental reiations and economic uncertainty the 
advisory group on page 3 of their report noted: “From the standpoint of 
cities and urban counties, any study of intergovernmental relations would not be 
complete if it did not include recommendations as to Federal responsibility, 
vis-a-vis the States, in preparing for serious recession or depressions. The 
Committee advises at least three steps: 

“(a) The National Government should be prepared to purchase legally au- 
thorized and economically sound issues of local government bonds which cannot 
be sold immediately in the public market at reasonable rates. This procedure 
would lessen the pressure for direct Federal financing of local public works, and 
when properly administered, would result eventually in no ultimate cost to the 
National Government 

“(b) Tothe extent that the National Government considers it desirable to have 
local governments speed up local construction projects as an antidote to unem 
ployment, the National Government should encourage the advance planning of 
local public works through repayable advances in order that a shelf of public 
works be available. 

“(c) The National Government in cooperation with State and local officials 
should immediately develop a policy for taking care of general assistance if 
and when widespread unemployment begins to become an issue. If this is not 
done then the National Government, and the States as well, will again be faced 
without plans to meet a great human catastrophe.” 

On point (b) above, I also would like to submit for the record NACO’s policy 
statement 1-3, which states 

“1-3. The program of advances for public works planning outlined in the 
Housing Act of 1954 (sec. 702) has been of very great value to communities 
in making available interest-free Federal loans for planning the construction of 
vitally needed public-works facilities. These funds are repayable when the 
facility is constructed and are therefore made available to other communities 
on a revolving basis. We heartily endorse this program and commend the Con 
gress and the administrative agencies for making this assistance available to 
counties and other local government units. 

“In our opinion an expansion of the community facilities loan program should 
be matched by a corresponding speedup of the advances for public works planning 
program. This is one of the most useful of all the Federal programs as far as our 
local governments are concerned. As you know, we in county government usually 
must have a referendum on bond issues before we can construct public facilities 
Inability to raise the necessary funds to plan a facility to determine accurate 
estimated costs prior to approvai of a bond issue was a tremendous problem 
prior to enactment by the Congress of the advances program. Now we cun 
obtain an interest-free advance, prepare detailed plans and specifications and 
repay the advance once the project is undertaken.” 

Reporting on the accomplishments of this program, Community Facilities 
Administrative Commissioner John C. Hazeltine, in a February S—9 press release, 
said: 
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“The growing response to this program by local public bodies and the increas- 
ing number of plans being prepared indicate that it is helping to meet an 
important need in the development of community facilities and in assisting and 
stabilizing local construction programs. 

“The continued growth of the reservoir of local public works plans tied to local 
needs, and the steady repayments of planning advances as projects have gone into 
construction, show that the revolving fund principle of this program is working, 
and that the program is providing needed assistance in solving specific local 
public works problems.” 

In summary, the National Association of County Officials heartily endorses 
H. R. 11474, and the provisions contained therein which expand the projects 
eligible for accommodation under the loan program. 

It would be deeply appreciated if you would incorporate this letter in the 
hearings of the ‘ommittee. 

Sincerely yours, 
SERNARD F. HILLENBRAND, 
Eerecutive Director 





